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COMMONWEALTH RESPONSE TO WATER RESOURCES - TOXIC ALGAE

Background

In December 1993 the Senate Standing Committee on Environment, Recreation
and the Arts presented to the Senate a Report entitiled Water Resouces- Toxic |
Algae.

The Response has been prepared in conjunction with the Department of Primary
Industries and Energy, the Department of Finance, the Department of Housing
and Regional Development, the Department of Industry, Science and Technology
and relevant areas of the Environment Portfolio.

While the Government generally supports the intent of the Report, many of the
recommendations have significant potential budgetary and resource
implications. The Government would need to consider and prioritise the
recommendations within the normal budget context.

Overview

The Commonwealth sees the management of algal blooms as an issue of national
significance and welcomes the Senate Committee's Report and its
recommendations. The Commonwealth is actively developing, in

co-operation with the States and Territories, a nationally consistent approach to
algal bloom management. This approach is in line with the Commonwealth's
role in water resources management of providing policy leadership and national
coordination.

Policies and programs aimed at the reduction of the impacts of algal blooms are
being actively pursued through the development and implementation of
national, State and catchment based strategies. These strategies have adopted a

- multi-faceted approach and address both the impacts of blooms should they
occur, and the causes of algal blooms. The strategies include the development of
algal bloom contingency plans, management of streamflow, long term nutrient
management and research. However, even when such strategies are in place it
can be expected that blooms will be frequent at least for another decade as a
result of phosphorus stored in the waterways.

In the December 1992 Statement on the Environment , the Prime Minister set out the
Commonwealth's commitment to assist in the improvement of the water quality
of Australia's river systems. The initiatives announced in that Statement are
designed to address nationally significant water quality issues and to act as a
catalyst for States and local community action on their most immediate water
quality problems. '



For example, the Government is injecting more than $70 million over four years
to improve catchment management and water quality throughout the country,
including efforts to address the causes of algal blooms. The Commonwealth is
looking to catchment management processes to lead the development and
implementation of the sustainable use of natural resources. Water quality is a
particularly sensitive measure of sustainability. This is best achieved through
planning and implementation processes involving consultation with, and the
effective participation of, the full range of stakeholders.

A high priority will be given to addressing point sources of nutrient pollution
which are an important contributor to the formation of algal blooms. Point
sources arising from waste water, irrigation drainage, stormwater and effluent
discharge will be targeted through better management.

While high priority is given to projects addressing point source pollution, a
significant proportion of the available funding will be used to address diffuse
source pollution in a whole catchment context. It is difficult to accurately assess
the relative contribution of nutrients from diffuse or dispersed agricultural run-
off and other potential sources. Diffuse nutrient loads enters waterways
principally from run-off and soil erosion during high flow events and over a
broad geographical area. Their primary control rests with land use planning, the
promotion of ‘best management practices and construction of catchment water
quality control works such as artificial wetlands, riparian buffer strips and
fencing of water course margins to prevent livestock access.

The National Water Quality Management Strategy (NWQMS), as a joint initiative
of the Agriculture and Resource Management Council of Australia and New
Zealand (ARMCANZ) and the Australian and New Zealand Environment and
Conservation Council (ANZECC) is being developed in response to growing
community concern about the gradual deterioration in the quality of the nation’s
water bodies. The Strategy will set an overall strategic direction for water quality
management and is based on the principles of the National Strategy for
Ecologically Sustainable Development. The objective for the NWQMS is ‘to
achieve sustainable use of the nation’s water resources by protecting and
enhancing their quality while maintaining economic and social development.’

The Government endorses the emphasis put on the NWQMS by the Senate
"~ Committee in its recommendations. There are, however, a number of
recommendations referring to the NWQMS that fall outside its scope.
Consequently other measures will be necessary to advance these
recommendations. These are noted in the discussion of the specific
recommendations.

The NWQMS provides a national framework for the protection of surface water
and groundwater quality throughout Australia by the development of high
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status guidelines which act as the point of reference when water quality is
determined on a case-by-case basis. This approach provides a shared national
objective while allowing flexibility to respond to differing regional and local
circumnstances.

The Strategy proposes the adoption of a package of complementary regulatory
and market-based measures to take advantage of the strengths of both
approaches. The adoption of 'user pays' and 'polluter pays' policies can ensure
that resource users bear the costs associated with the use of water resources
rather than pass them on to society as a whole. Other measures which could be
adopted to maintain and protect water quality include adoption of minimum
wastewater discharge guidelines or standards set on the basis of modern
accepted technology or a requirement to install modern and efficient technology
in new developments. Community consultation and involvement is integral to
the successful implementation of the Strategy.

The first phase of the NWQMS was launched in August 1992 with the release of a
series of discussion papers and draft guidelines for public comment. Three key
elements of the Strategy have been finalised, namely, Policies and Principles -A
Referenice Document and Water Quality Management - An Qutline of the Policies
which address the underlying philosophy and principles of the Strategy, and
Australian Water Quality Guidelines for Fresh and Marine Waters which provides
guidance for the application of scientifically based water quality criteria as part of
the process for setting water quality objectives for particular waterbodies. A
current status report on the Strategy is at Attachment 1.

Schedule 4 of the Intergovernmental Agreement on the Environment envisages
the establishment of the National Environment Protection Council (NEPC) which
is a Ministerial Council between Commonwealth and participating State and
Territory Ministers. The main objective of NEPC is to develop and pass national
environment protection measures (NEPMs) such as standards, guidelines, goals
or protocols. NEPMs are to be developed inter alig for ambient marine, estuarine
and freshwater quality. The NEPMs will take account of natural variations of
parameters under consideration. Adoption of NEPMs should help in preventing
algal blooms. :

Complementary Commonwealth/State legislation is needed for NEPC to be
established. At the COAG meeting in February 1994, all participating
jurisdictions agreed to introduce legislation to establish NEPC as soon as
possible. The Commonwealth introduced its NEPC Bill in June 1994. All
participating States and Territories have indicated their readiness to enact their
respective NEPC Bills by the end of 1994. Thus NEPC should be operational in
1995.

The Council of Australian Governments agreed, at a meeting in February 19%, to
a package of measures for water reform which include issues pertaining to water
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quality and allocation and is also relevant to the Committee's recommendations.
A copy of the recommendations on Water Resources Policy is at Attachment 2.



RESPONSES TO SPECIFIC RECOMMENDATIONS

Sewage treatment
Recommendation 1

The Committee recommends that in relatzon to sewage treatment works as a
matter of urgency that:

¢ relevant local authorities be advised by the Commonwealth and
State/Territory governments of the amount of possible funding available
and the realistic timeframe for the provision of government funds to
upgrade sewerage systems; and

+  current funding mechanisms be revised to ensure that local governments
are encouraged to take preventative actions where it is economically and
environmentally beneficial to do so.

This recommendation is supported.

Primary responsibility for water resource management belongs to State, Territory
and local government. While additional funding support was announced in the
Prime Minister's December 1992 Statement on the Environment, this support is
designed to act as a catalyst for more effective management of sewage treatment
works. It is not the intention of the Commonwealth to maintain an ongoing
funding program to upgrade sewage treatment works.

Priority is being given by the Commonwealth to the immediate assessment and
early implementation, in consultation with State and local governments, of the
most effective and efficient methods of improving the sewage treatment plants at
‘ten centres responsible for the majority of the sewage nutrients entering the
Darling River system. This initiative will receive funding until 1996-97.

The Country Towns Water Supply Improvement Program was extended to
include waste water treatment for small rural communities at a cost of

$16 million over a period of four years. The extension of small towns
management activities to include waste water treatment will help improve water
quality for the environment and other users. In 1993-94 as a result of the
Statement the Commonwealth provided assistance of $4.5 million to 41
wastewater projects in small centres under the water services element of the
National Landcare Program.

Other Commonwealth sewerage initiatives include:



*  elements of sewerage and waste water treatment construction which are
part of area strategies being funded under the Commonwealth's 5 year
Better Cities Program - due to expire in 1995-96; and

»  arange of innovative sewerage and water treatment projects funded under
the One Nation initiative - due for completion in 1994-95.

The Commonwealth is concerned not to encourage the expectation that it will
automatically subsidise the development of water-related infrastructure and
recommends that water reform objectives form part of the criteria for
consideration of future urban capital works. Guiding principles with regard to
infrastructure provision generally should be the concepts of user-pays,
beneficiary pays and polluter-pays. :

Recommendation 2

The Committee recommends that, following receipt of the forthcoming
ARMCANTZ report, a review of policies at all levels of government be
conducted fo ensure the consideration of alternative sewage treatment options
when upgrading sewerage systems.

This recommendation is supported.

The Government announced in the Prime Minister's 1992 Environment Staternent
that a major new emphasis in Commonwealth water management programs
would be placed on facilitating low cost, effective wastewater treatment and
disposal, utilising Australian expertise and technology. As a result the water
services elements of the National Landcare Program are being reshaped to assist,
wherever possible, the demonstration of alternative technologies and measures.

Further, where NLP assistance is provided, the Commonwealth seeks
undertakings from State and local water authorities to the opening of tender
processes to allow opportunities for Australian suppliers of alternative sewage
treatment options and management approaches. This assistance helps alleviate
uncertainties some water service providers may have in adopting new
technologies.

The Commonwealth also provides assistance for projects that enhance awareness
by water service providers of new wastewater management technologies and
their application. Through the NLP, it is funding preparation of a compendium
of small town management technologies for use by local government and
regional sewerage authorities. It is also funding a nationwide analysis of the
relative costs of delivering water services which is designed to enhance
awareness of the costs and relative performance of alternative technologies and
approaches. A study of economic instruments that may encourage innovative



measures for the reuse or reduction of wastewaters is also being funded. The
results of these projects are expected to be available early in 1995.

Recommendation 3

The Committee recommends the implementation of policies by the relevant
authorities at all levels of government stipulating achievable minimum
effluent standards for point source nutrient pollution.

This recommendation is supported.

This is mainly a State and Territory responsibility. The matter will also be
referred to ANZECC and ARMCANZ for their consideration in the development
of the NWQMS.

The technology for stringent effluent standards or guidelines for point source
nutrient levels is available. Such standards or guidelines would encourage use of
best available technology. Achievement of such standards or guidelines may
require significant expenditure, '

Environments differ in their assimilative capacities. It would therefore be
desirable if, within broad guidelines, effluent standards reflected different local
and regional conditions. Mechanisms should also be available to ensure that a
locality's total assimilative capacity is not exceeded over time as new sources of
effluent are established.

Any discharge should not cause local ambient water concentrations to exceed
guidelines such as the ANZECC Water Quality Guidelines for Fresh and Marine
Waters or (at some future date) any national environment protection measures
that NEPC may have introduced.

The factors relevant to algal bloom formation have inherently wide ranges, for
example, naturally occurring phosphorus concentrations in rivers, the number
and nature of other discharges nearby, flow rates of rivers and other factors such
as turbidity. Itis therefore preferable to assess the effluent concentration
requirements on a case by case basis. This should however, be subject to general
guidelines including the precautionary principle. Additionally, the ANZECC
Water Quality Guidelines for Fresh and Marine Waters also recommend that site
specific studies are needed to determine the potential for undesirable algal
growth in waterbodies. -

Alternatives to discharge to waterways, for example effluent irrigation of trees,
are likely to require different standards or guidelines.



Recommendation 4

The Committee recommends that the development of the National Water
Quality Management Strategy include an urgent review by the responsible
authorities of the efficiency of existing sewerage systems to establish their
performance levels relative to their capacity to remove nutrients.

This recommendation is supported.

The matter will be referred to ARMCANZ and ANZECC for their consideration'
in the development of the NWQMS.

Recommendation 5

The Committee recommends that the development of the National Water
Quality Management Strategy include urgent attention being given by
responsible authorities to situations where effluent overflows or bypasses
sewage treatment plants.

This recommendation is supported.

The recommendation will be referred to ANZECC and ARMCANZ for their
consideration in the development of the NWQMS guidelines on sewerage
systems and rural water quality. Expansion of the sewerage documents to cover
overflows and bypasses is already being planned.

Recommendation 6

The Committee recommends that the development of the National Water
Quality Management Strategy include information relating to the successful

- use of treated sewage for irrigation being circulated to local communities who
might take advantage of this approach.

This recommendation is supported.

The matter will be referred to ARMCANZ and ANZECC for their consideration
in the development of the NW(QMS.

The application of treated sewage to land provides water and nutrients to
growing crops, trees or pastures and at the same time reduces sewage discharge
to waterways. On the negative side, however, as has been raised in relation to
groundwater protection in the NWQMS, application of waste water to land can
result in groundwater contamination. Contaminants such as heavy metals, high
organics, nutrients, faecal bacteria, viruses and protozoa can make their way into



groundwater from sewage effluent. These hazards need to be assessed to see
how significant they are and how they can be addressed.

The National Health and Medical Research Council (NH&MRC), in conjunction
with ANZECC and ARMCANZ, is developing guidelines on the land disposal of
sewerage sludge and other uses for sludge such as for fuels. Interim guidelines
are already available in a number of States. ' '

A combined ARMCANZ/ANZECC/ NH&MRC Working Group is also
currently reviewing the 1987 Guidelines for Use of Reclaimed Water in Australia.
This revision will identify levels of treatment and acceptable water quality for a
range of uses including urban, industrial, environmental enhancement,
agriculture and recreational purposes. These guidelines are being developed to
help local councils and communities make informed decisions on the dispesal of
waste from sewage treatment plants.

Recommendation 7

The Committee recommends that the development of the National Water
Quality Management Strategy include provision for a full environmental
impact assessment being conducted prior to establishing any land disposal site
for sewage.

This recommendation is supported.

The matter will be referred to ANZECC, ARMCANZ and NHMRC for their
consideration in the development of the NWQMS guidelines for both effluent
and sludge disposal. Long term intensive irrigation with sewage effluent or
application of sewage sludge would benefit from environmental impact
assessment, For lesser uses or low risk situations, existing approvals and

licensing processes, supported by guidelines, and with effective monitoring,
should suffice.

In order to make effective use of the environmental impact study procedure we
need to have better estimates of the efficiency of nutrient removal by various
plant, soil and climate combinations. This matter will also be referred to

. ARMCANZ and ANZECC for their consideration in setting research priorities.
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Phosphates in detergents
Recommendation 8

The Committee recommends that existing and proposed campaigns to achieve
lower phosphate levels in detergents through marketmg strategies be
continued.

This recommendation is supported. See also the comments on Recommendations
9,10 and 11 on the development of a national approach to phosphorus in
detergents.

The NSW Local Government Phosphorus Action Plan is a professional multi-
disciplinary program designed to mobilise communities to act to substantially
improve water quality and create a measurable and sustained reduction in the
phosphorus inflow into sewage treatment works and from urban and rural run
off.

A leading initiative in the NSW Local Government Phosphorus Action Plan is a
pilot phosphorus awareness and reduction campaign project being trialled in the
Albury area. The project is undertaking a comprehensive urban nutrient
management study to achieve lower phosphate levels in waterways. The project
is being supported under the National Landcare Program. The Albury campaign
has the potential to provide a model for similar activities on a national basis.

This pilot project has generated interest nationally as part of an overall strategy to
minimise nutrients entering our waterways through the raising of public
awareness of the environmental impacts of the use of phosphorus enriched
products or wastes.

The generation of constructive community responses through such initiatives
~ may impact on the level of phosphorus in detergents, as well as affecting the
levels of phosphorus entering waterways from other sources. The
ANZECC/ARMCANZ national approach will facilitate coordinated action to
address nutrient pollution.

Recommendation 9

The Committee recommends that if a significant reduction in levels of
phosphorus in detergents has not been achieved within two years then
legislationt be enacted to reduce levels or to ban phosphates in detergents.
Consideration of this recommendation should be deferred until the

ANZECC/ ARMCANZ national approach on phosphorus in detergents has been
developed.
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This strategy will review the relationship between phosphorus and algal blooms,
sources of phosphorus in waterways and wastewater freatment options.
Measures to reduce phosphorus accessions to be discussed include the
effectiveness of detergent formulation changes, economic measures and
enhanced sewage treatment. It should be noted that reducing or eliminating
phosphorus in detergents may not be enough to have a significant impact on
reducing aigal blooms while there are other sources of phosphorus reaching
waterways and while there is already a store of phosphates in streams and .
sediments. |

The use of legislation is unlikely to be the most cost effective mechanism for
implementing phosphorus reductions. Nor is it likely to be the most acceptable
mechanism from an industry perspective. A preferable approach would be the
application of an economic instrument to provide an incentive for producers to
reduce phosphorus content. The level of these charges could initially be set at a
rate which acknowledges the cost of implementation and adjustment and which
may increase over time as costs are fuily absorbed.- This would provide
producers with greater certainty and also serve to address timing issues raised in
recommendation 10. Similarly, the acceptable level of phosphorus could be
reduced over time according to a set timetable.

Recommendation 10

The Committee recommends that if the reduction in the levels of phosphorus
in detergents is to be addressed through legislation then the manufacturers be
given reasonable time to develop new or improve existing products.

Consideration of this recommendation should be deferred until the
ANZECC/ARMCANTZ national approach on phosphorus in detergents has been
developed.

Recommendation 11

The Committee recommends that a national approach be adopted in relation to
truth in labelling for detergent manufacturers in relation to phosphate levelis.

This recommendation is supported. See also the response to Recommendations 9
and 10 relating to the deveiopment of 2 national approach on phosphorus in
detergents, '

A proposal for a strategy for national labelling is being formulated in

consultation with industry and the States building on the initiative which has

been introduced in New South Wales. ARMCANZ has endorsed such a strategy
"in principle " and has asked officials to finalise the strategy in light of related
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legislation and policies. ARMCANZ also recognised that the above mentioned
action would not in itself be sufficient to deal with the problem.

Septic tanks
Recommendation 12

The Committee recommends that as part of the development of the National
Water Quality Management Strategy, ARMCANZ take steps to ensure that
there is a mandatory requirement to have septic tanks desludged on an annual .
basis as a condition of installation. :

This recommendation is supported in principle. This is a State or local
- government responsibility.

The recommendation will be also referred to ARMCANZ for the development of
technical advice on the overall impact of desludging septic tanks before such
requirements are established.

Urban runoff
Recommendation 13

The Committee recommends that as part.of the development of the National
Water Quality Management Strategy, the provision of dual reticulation
systems for the use of 'grey water' be considered in the development of new
housing estates on a national basis.

This recommendation is supported in principle.

The Council of Australian Governments agreed as part of a package of reform
measures for water resources policy that " ARMCANZ, ANZECC and the
Ministerial Council for Planning , Housing and Local Government examine the
management and ramifications of making greater use of wastewater in urban
areas and strategies for handling stormwater including its use, and report to the
first Council of Australian Governments' meeting in 1995 on progress".

One of the major aims of the Better Cities Program is to improve Australia's
urban environments in keeping with the principles of ecologically sustainable
“development, State and Territory Governments have signed agreements which
outline certain outcomes for each year of the program, including milestones
relating to the implementation of environmental protection measures. These
milestones are expressed in terms that allow State and Territory Governments to
decide on the details of implementation in light of local circumstances.
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The National Capital Planning Authority has conducted a series of seven
technical seminars to disseminate information about the experience being gained
through the Better Cities Program. To assist with this process, each technical
seminar has been documented into a Report, one of which is titled Designing
Subdivisions to Save and Manage Water.

Recommendation 14

The Committee recommends that as part of the development of the National
Water Quality Management Strategy, adequate treatment of storm water runoff
to prevent nuirient pollution of waterways be incorporated as an integral part
of the planning of new urban developments.

This recommendation is supported in principle.

As mentioned in the comments concerning Recommendation 13, the
management and ramifications of making greater use of wastewater in urban
areas and strategies for handling stormwater including its use are issues which
are being addressed under the COAG reforms.

Guidelines for the holistic planning and management of urban stormwater

systems are being developed as part of the NWQMS. However, it may not be
feasible given its diffuse nature to treat all stormwater entering waterways.

Data on nutrient levels

Recommendation 15

The Committee recommends that all data coliected by government
instrumentalities in relation to nutrient levels be made available to other
agencies and the public.

This recommendation is supported.

This is mainly a state and territory responsibility and will be referred to
ANZECC and ARMCANZ for their consideration in developing the water
quality monitoring module of the NWQMS.

Data obtained under the Monitoring River Health Initiative (MRHI) (see

comments under recommendation 29) will be made widely available through the
Commonwealth's Environmental Resources Information Network (ERIN).

14



Water allocations

The Council of Australian Governments (COAG), in its report on Water
Resource Policy, made a number of recommendations in relation to water
allocation for the environment as part of a package of reform measures. The
report sets out a strategic framework for the future management of water
(including allocations for the environment), having regard to the policy and
technical diversity currently existing among States and Territories. :
Recommendations 16 to 20 will be followed up in the context of the COAG Water
Resource Policy Report. '

Recommendation 16

The Committee recommends that as part of the development of the National
Water Quality Management Strategy, no further irrigation water entitlements
be issued in any area until it has been established that there is adequate water
available to meet the environmental requirements of the downstream sections
of the waterway after existing allocations have been used.

This matter will be addressed in the context of action following the COAG Water
Resource Policy Agreement, in particular Recommendations 4b to 4f. (See
Attachment 2)

Unregulated flows
Recommendation 17

The Committee recommends that the Commonwealth Government use its
influence to facilitate the urgent consideration of further controls on the
unregulated sections of major waterways to ensure the passage of
environmental flows and water for downstream users.

* This matter will be addressed in the context of action following the COAG Water
Resource Policy Agreement, in particular Recommendation 4a. (See Attachment
2)

Unregulated flows are recognised by Government as playing a key role in
maintaining and preserving many of the natural processes and valued features of
river systems. Unregulated flows provide the triggers and conditions necessary
for vital environmental functions and introduce elements of variability and
seasonality essential for the retention of many plants, animals and whole
ecosystems. A failure to protect natural processes and aquatic ecosystems will
place the river itself, the long term use of water and the irrigation industry in
jeopardy. '
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Off-allocation flows
Recommendation 18

The committee recommends that as part of the development of the National
Water Quality Management Strategy, urgent attention be given to feasibility of
the continued use of off-allocation flows, and that the communities concerned
be advised accordingly. '

This matter will be addressed in the context of action following the COAG Water

Resource Policy Agreement, in particular Recommendation 4d. (See Attachment
2)

Until recent times, there have been few, or no, restrictions put on the amount of
water individual water users can take during times that off-allocation water is
available. This has meant that there has been practically no formal balancing of
irrigators' demands for water against environmental needs or the requirements of
users in downstream valleys. The results of this form of management have been
varied, with conflict occurring between upstream water users and those further
downstream, and a growing concern that river health is being damaged.

Scientific research carried out under the National River Health Program will also
help to address these imbalances and provide guidelines for the future use of off-
allocation flows.

Recommendation 19

The committee recommends that as part of the development of the National
Water Quality Management Strategy, urgent attention be given by the
‘responsible authorities to the feasibility of meeting existing water allocations
in the future, including those that have been granted but not yet used, and that
the communities concerned be advised accordingly.

This matter will be addressed in the context of action following the COAG Water

Resource Policy Agreement, in particular Recommendations 4d to 4f. (See
Attachment 2)
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Environmental flows
Recommendation 20

The Committee recommends that the Commonwealth Government use its
influence where possibie to facilitate the introduction of environmental
aliocations nationally after consideration of the legal, social and economic
implications.

This matter will be addressed in the context of action following the COAG Water
Resource Policy Agreement, in particular Recommendations 4d to 4f. (See
Attachment 2)

Before allocating water for environmental flows, the flows that are required to
sustain the ecological values of aquatic systems need to be established. As part of
the Monitoring River Health Initiative, announced in the Prime Minister's 1992
Statement on the Environment, the Commonwealth is administering a series of
research projects focused on environmental flow requirements for Australia's
waterways. The projects investigate the environmental flow requirements
necessary to maintain the ecological processes within aquatic systems.

Flood plains

Recommendation 21

The committee recommends that as part of the development of the National
Water Quality Management Strategy, the approval of future developments be
dependent on an assessment of the impact on downstream flood plains.

This recommendation is supported.

This matter will be addressed in the context of action following the COAG Water
Resource Policy Agreement, in particular Recommendations 4f. (See Attachment
2) '

Public concerns

Recommendation 22

The Committee recommends that contingency plans be required to outline the
procedures to be carried out at local, State/Territory and Commonwealth levels

in the event of algal blooms.

This recommendation is supported.
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The States now have in place contingency plans which include action alert levels
and are also implementing uniform monitoring and testing protocols and
alternative operating practices. State and Territory agencies are also producing
manuals for management of algal blooms.

The Water Resource Management Committee (WRMC) of the Standing
Committee on Agriculture and Resource Management (SCARM) provides
national coordination of algal management issues.

Recommendation 23

The Committee recommends that as part of the development of the National
Water Quality Management Strategy, water managers and health departments
be provided with sufficient information in relation to the treatment of algal
blooms for them to be able to make timely decisions in relation to the
management of water bodies.

This recommendation is supported.

The matter will be referred to ARMCANZ and ANZECC for their consideration
in the development of the NWQMS, in particular the Water Quality
Implementation Handbook, a document that outlines procedures for the
implementation of the NWQMS. Another module of the NWQMS, on rural
water quality, will also deal with algal blooms.

See also the response to Recommendation 22 in relation to the establishment of
contingency plans and the production of manuals for the management of algal
blooms.

The Commonwealth believes it is essential for Health Departments to provide
accurate and timely information to the public.

Recommendation 24

The Committee recommends that communities be informed of the reasons for
decisions taken by water managers and health departments to address toxic
algal blooms in their areas.

This recommendation is supported.

The matter will be referred to ARMCANZ and ANZECC for their consideration

in the development of the NWQMS, in particular the Water Quality
Implementation Handbook. '
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Public warnings
Recommendation 25
The Committee recommends that:

a set of guidelines outlining the procedures and responsibilities of water
managers and health authorities to provide adequate public warnings be
developed; and

a comparative stu&y of the effectiveness of various warning mechanisms
be undertaken and water managers be advised of the full range of options
available.

This recommendation is supported.

The matter will be referred to ARMCANZ for consideration by State and
Territory Governments in their development of contingency action pians to
address the impact of algal blooms.

In relation to the first point, the guidelines should define the responsibilities of
the various authorities involved. This should reduce duplication of
responsibilities and identify any gaps that may occur. Legal advice should also
be provided to water managers and health authorities on public liability.

Concerning the second point, the study should be undertaken by managers in |

their own district as a method used in a country town may not be applicable to a
large city.

Recommendation 26

The Committee recommends that it be part of the procedures for advising the
public of the presence of algal blooms that notification should be given when
the danger has subsided.

This recommendation is supported.

The matter will be referred to ARMCANZ for consideration by State and

Territory Governments in their development of contingency action plans to .
address the impact of algal blooms.
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Monitoting
Recommendation 27

The Committee recommends that a national set of guidelines in relation to the
monitoring of algal blooms be adopted as soon as practicable.

This recommendation is supported.

The matter will be referred to ANZECC, ARMCANZ and NHMRC for their
consideration in the development of the NWQMS.

Recommendation 28

The Committee recommends that the Commonwealth Government give
consideration to providing the necessary resources for the collation and
analysis of the available historical data on algal blooms, nutrient levels and
flow rates. :

Both Commonwealth and State agencies hold a large amount of historical natural
resource data, including information on water quality and quantity. To assist the
effective management of this information, governments through the
Intergovernmental Agreement on the Environment (1992}, agreed to a schedule on
data coliection and handling. The schedule identifies the Australian and New
Zealand Land Information Council as responsible for facilitating the effective
management of land related data held by various agencies. ‘

Under the Constitution, State Governments are responsible for management of
water resources, and historically have undertaken the major role of data
collection and management. The Commonwealth would see any data collation
and analysis exercises operating within the existing state frameworks and
therefore for States to continue with the primary role of data collection and
storage. Analysis of relevant water information which is found to be necessary
could be undertaken by making use of State data files rather than duplicating
information through the establishment of a centralised data-base.

- At the Commonwealth level, agencies holding such information include the
Environmental Resources Information Network, Australian Surveying and Land
 Information Group, National Resources Information Centre, Bureau of Statistics
and the Australian Bureau of Meteorology. A number of these agencies have
established data sharing arrangements between themselves and with state
natural resource agencies and other institutions including universities, museums,
etc. The existence of such agreements negates the need to centralise (and
therefore duplicate) all existing data within a Commonwealth agency.
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The Commonwealth is cautious in some respects over the value of historical data
collation and analysis, given the often inconsistent nature of the historical data.
The aim of this activity is to identify trends in historical water quality and
quantity data and to use this data to forecast whether current conditions are
likely to initiate algal blooms. The Murray River is probably the best historically
monitored river system in Australia, with data on flow rates available from about .
the 1930's. However, it is interesting that even here, where there is the best
chance of using existing historic data for trend analysis, the Inquiry’s Report
(para 3.41) notes that, ‘the existing network of permanent monitoring sites in the
Murray-Darling Basin does not provide sufficient information on the
development of algal blooms’. Data available on most other river systems only
goes back to the 1970’s, which in terms of use for identifying trends presents
some difficulties due to the relatively short time period. '

The Commonwealth Environment Protection Agency has commissioned a report
on Water Quality Monitoring in Australia, which is due for completion in 1994.
This report is expected to include recommendations on long term monitoring and
data sets. Long term monitoring will be important for State of the Environment
reporting.

LWRRDC is also supporting the analysis of long term data sets for algae in the
Murray River and is supervising research projects into options for managing
algal blooms through the manipulation of stream flows under the National River
Health Program. See also comments on Recommendation 42.

The Commonwealth is aware that ARMCANZ has the development of a national
data base on its agenda and will await the outcome of any decisions in this area.

Recommendation 29

The Committee recommends that consideration be given to the establishment
of a number of long-term national reference monitoring sites.

This recommendation is supported.

The matter will be referred to ANZECC and ARMCANZ for their consideration
in the development of the NWQMS.

The Monitoring River Health Initiative (MRHI) is establishing, in collaboration
with the States and Territories under the National River Health Program, a wide
range of reference and monitoring sites for biological monitoring using mainly
macro invertebrates. Some more limited work will be done at these sites on
macrophytes and algae. Such MRHI sites could also serve as long term national
reference sites.
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The actions outlined in the recommendation may not necessarily be the optimal
approach. As with the above recommendation, it is considered that the actions
‘can already be achieved through existing monitoring programs and data sharing
agreements. Given the range of Commonwealth and State river monitoring sites
already in existence, it is unlikely that new sites need be established. Instead,
data from existing sites could, in addition to their current functions, also
contribute to the national monitoring effort. In particular, it is noted that the
supporting text states that "in some situations there may only need to be selective
increases in the quality of existing monitoring programs to inciude long term
data". o

Legislation
Recommendation 30

The Committee recommends that the development of new legislation or other
regulatory measures be required to demonstrate that due consideration has
been given to the link between the natural resource industries and the
environment.

As part of the Intergovernmental Agreement on the Environment (1992) the
Commonwealth is committed to ensuring that any new legislation or other
regulatory measures recognise the link between natural resource industries and
the environment. The Agreement establishes a series of broad principles to guide
the development and implementation of environmental policies and programs.
The NWQMS and the National Strategy for Ecologically Sustainable
Development also emphasise the importance of links between the natural
resources industries and the environment. The principles underlying these
initiatives include the adoption of a precautionary approach to environmental
issues and the effective integration of environmental and economic
considerations in decision making.

. The recent COAG Water Resource Policy Report acknowledges the importance of
government water reform action taking full account of the link between natural
resource industries and the environment. For instance, the Report recommends
that governments, where they have not already done so, develop administrative
arrangements and decision-making processes which embrace an integrated
approach to natural resource management. A
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Regulatory mechanisms
Recommendation 31

The Committee recommends that as part of the development of the National
Water Quality Management Strategy, regulatory mechanisms be reviewed to
ensure that the respective responsibilities and roles of various government
agencies are clearly defined.

This matter will be addressed in the context of action following the COAG Water
Resource Policy Report, in particular Recommendation 6c¢. (See Attachment 2).

The COAG Water Resource Policy Report notes that institutional arrangements
surrounding natural resource management are not as clearly defined as they
might be and regulatory functions are not always separated from service
delivery. This has contributed to an overlap of responsibilities in some areas in
relation to the trustee for the resources, establishing and enforcing regulatory
requirements and service delivery. COAG has endorsed the principle that, as far
as possible, the roles of water resource management, standard setting and
regulatory enforcement and service provision be separated institutionally.

Incentive schemes

Recommendation 32

The Committee recommends that as part of the development of the National
Water Quality Management Strategy, consideration be given to the
effectiveness of incentive schemes for improving agricultural techniques in
relation to maintaining water quality.

This recommendation is supported in principle.

The NWQMS promotes the use of market based incentive measures.
Investigations into incentive schemes will need to be aware that such schemes

can become de facto subsidies shielding farmers from economic and
environmental signals and resulting in inefficient outcomes. Such subsidies can

. also lead to poor equity and economic efficiency outcomes. Government

initiatives should have regard to the user pays, beneficiary pays and polluter

pays principles to signal the need for farmers to move to ecologically sustainable
production methods early to forestall reducing productivity levels and increasing
production costs.

The Commonwealth has established a Working Group with members from DPIE
(ABRE/BRS), DEST, DoF, Treasury and DIST to undertake a scoping study of
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economic measures which might reduce nutrients in Australia's water bodies.
This will include an assessment of the potential use and effectiveness of a range
of economic measures, with the aim of identifying, if appropriate, specific
economic measures which may practically and feasibly promote practices to
reduce nutrients in run-off. This Group is to report to Cabinet by February 1995.

One of the objectives of the National Landcare Program is to encourage a seli-
help attitude and capacity in locally based community groups in planning,
promoting and implementing sustainable land use practices, including activities
designed to assist in maintaining water quality. This is achieved by providing
incentives and a framework for groups to understand the nature, extent and
relative importance of land and water use problems; and to identify and acquire
the information and skills needed to develop, apply and demonstrate practical
solutions.

Community awareness
Recommendation 33

The Committee recommends that as part of the development of the National
Water Quality Management Strategy, the state of community awareness in
relation to algal blooms be assessed so that specific problem areas can be
identified.

This recommendation is supported.

The matter will be referred to ARMCANZ and ANZECC for their consideration
in the development of the NWQMS, in particular the Water Quality Implementation
Handbook, a document that outlines procedures for the implementation of the
NWQMS. :

Community education forms a significant component of a range of DPIE and
DEST water-related programs, including aspects of the Waterwatch, Community
Landcare and Natural Resource Management Strategy programs. The
Commonwealth considers that while it may be appropriate to continue well-
targeted extension services, the generally high levels of community awareness of
resource use/environmental issues, show that there may be some scope to re-
focus funding to more directly target water reform objectives.
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Preventative action
Recommendation 34

The Committee recommends that as part of the National Water Quality
Management Strategy, a review be conducted of government policies to
establish whether there is potential to provide incentives for members of the
community to undertake preventative actions in relation to maintaining water

quality.

This matter-is more appropriately addressed through Commonwealth funding
programs such as the National Landcare Program and the Waterwatch program.

One of the objectives of the National Landcare Program is to encourage a self-
help attitude and capacity by locally based community groups in planning,
promoting and implementing sustainable land use practices, including activities
designed to assist in maintaining water quality. This is achieved by providing
incentives and a framework for groups to understand the nature, extent and
relative importance of land and water use problems; and to identify and acquire
the information and skills needed to develop, apply and demonstrate practical
solutions. An outline of the National Landcare Program and its components is at
Attachment 3.

The Waterwatch Program and other educational and community awareness
incentives already provide incentives for community members to undertake
preventative actions in relation to maintaining water quality. Waterwatch, for
example, is a national umbrella encompassing Streamwatch, Frog watch,
Saltwatch, Rivers of Blue and other water watch type programs. A national
strategy and protocols and standards for data collection and recording through
Telecom Nexus storage base have been developed and will be used by over 600
community groups throughout Australia. The program provides training and
expertise to community groups and runs an education and awareness program.

National Water Quality Maﬁagement Strategy

Recommendation 35

The Committee recommends that the guidelines for the National Water
Quality Management Strategy be based on environmental criteria as well as
physio-chemical factors.

This recommendation is supported.

The matter will be referred to ANZECC and ARMCANTZ for their consideration
- in the development of the NWQMS.
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Physico-chemical data are in fact 'environmental'. The biological monitoring
within the Monitoring River Health Initiative (MRHI), being developed by the
Commonwealth, State and Territories, will assist development of guidelines for
the NWQMS.

Recommendation 36

The Committee recommends that the guidelines for the National Water
Quality Management Strategy be sufficiently flexible to accommodate the
natural variability in Australian freshwater ecosystems.

This recommendation is supported.

The matter will be referred to ANZECC and ARMCANZ for their consideration
in the development of the NWQMS. The NWQMS, including the Australian
Water Quality Guidelines for Fresh and Marine Waters, has been drafted to enable
adaptation to local circumstances.

Recommendation 37

The Committee recommends that the development of performance indicators
to measure the effectiveness of outcomes of proposed strategies in relation to
water quality be an integral part of integrated catchment management.

This recommendation is supported.

The matter should be referred to ANZECC and ARMCANZ for their
consideration in the development of the NWOMS, in particular the Guidelines on
Water Quality Monitoring and Reporting. These Guidelines will provide a -
framework for a nationally consistent approach to water quality monitoring and
reporting and will focus on resource assessment, identification and reporting on
the current status and trends in water quality. As mentioned for
recommendations 29 and 35, the MRHI will provide for long term biological

~ monitoring to assess ecosystem health.

Performance indicators are needed to gauge accurately the effectiveness of its
water management strategies. DPIE and DEST in developing performance
measures will ensure those measures allow an assessment of how well the
programs have contributed to the Commonwealth’s water reform agenda
including agreed COAG water reform measures.

Evaluation of the effectiveness of measures undertaken under the umbrella of

catchment management activities will be an essential requirement for support
under the National Landcare Program.
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Integrated catchment management
Recommendation 38

The Committee recommends that adequate funding of integrated catchment
management bodies be ensured, possibly as a proportion of the total
expenditure on resource management.

A high proportion of Commonwealth landcare funding is now being directed
towards integrated catchment management activities. In 1993-94 the
Commonwealth through the National Landcare Program provided $11.5 million
for agreed Commonwealth/State integrated catchment initiatives. The
Commonwealth also contributed $6.9 million towards the Murray-Darling Basin
Natural Resources Management Strategy, which is heavily focused on integrated
catchment management and $5.7 million towards the Murray-Darling Basin
Drainage Program which augments integrated catchment management.

There would be considerable program management difficulties in guaranteeing a
minimum percentage of funding for integrated catchment management. There is
a range of priorities for attention in natural resource management, which are all
inter-connected and whose relative priority can change quickly. A guaranteed
percentage of funding for any one area of activity will reduce the flexibility
available in dealing with other and related priority issues. Furthermore, such
agreed minimum percentages of funding will constrain governments in
responding to funding of future natural resource management contingencies.

Recommendation 39

The Committee recommends that community representatives be elected by
their communities to positions on integrated catchment management
commitiees.

This recommendation is supported.

It should be noted, however, that responsibility for implementation rests with
individual States and Territories. For example, the implementation strategy of
the NWQMS (The Water Quality Implementation Handbook), is expected to inciude
reference to the need for effective democratic and accountable representation on
catchment committees or groups.
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Government policies
Recommendation 40

The Comimittee recommends that the relevant government agencies be
required to demonstrate that due consideration has been given to the impact of
individual policies on other government or community programs in
accordance with a multi-objective approach to management of resources,

This recommendation is supported.

This recommendation can be progressed in the context of the COAG Water
Resource Policy Report recommendations 6a and 6b. (See Attachment2). The
Commonwealth through the National Landcare Program is facilitating the
development and implementation of integrated approaches to natural resources
management. :

The current revision of Commonwealth EIA processes has identified the
assessment of impacts of proposals on policies and programs and cumulative and
regional impacts as critical areas to be examined by the Government.

Recommendation 41

The Committee recommends that the relevant government agencies be
required to demonstrate that due consideration has been given to the

integrated catchment approach in the implementation of economic and
regulatory measures. -

This recommendation is supported.

This recommendation can be progressed in the context of the COAG Water
Resource Policy Report recommendations 6a and 6b. (See Attachment 2).

The NWQMS pursues the sustainable use of the nation's water resources by
protecting and enhancing their quality through the promotion of the catchment
management approach, which will provide the most effective mechanism for
community involvement and be the basis for strategic planning. Economic and
regulatory measures are seen as important tools within this framework,
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Research funding
Recommendation 42

The Committee recommends that the current level of Commonwealth
Government funding for research be maintained if not increased, and that
consideration be given to long-term funding security for approved research
projects.

Future Commonwealth funding levels for all programs, including algal research,
need to be considered in the Budget context and to take into account the
Government's medium term fiscal objective of reducing the Budget deficit to
around one per cent of GDP by 1996-97. However, the Government is providing
secure, long-term funding to research agencies involved in algal research, such as
the Land and Water Resources Research and Development Corporation
(LWRRDC} and the Centres for Co-operative Research. The ongoing funding
commitment for LWRRDC is $11.1 million per annum.

In addition the Government has also provided $10 million over four years under
the 1992 Statement on the Environment to carry out scientific water quality
monitoring projects. This money has been combined with additional funds from
LWRRDC under the National River Health Program which has a focus on
scientific water monitoring and environmental flow requirements including R&D
and management options for blue green algae blooms.

The length of funding for research projects is a matter for the managers of the
agency to decide. In practice, the bulk of approved projects for algal research
appear to enjoy a commitment to three years funding. Projects which show
potential for greater benefits can, of course, be extended beyond three years.
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ATTACHMENT 1

NATIONAL WATER QUALITY MANAGEMENT STRATEGY

Documents released to date have addressed the underlying philosophy and
principles of the Strategy and priority water quality issues and include:

Policies and Principles - A Reference Document

Water Quality Management - An Outline of the Policies

these documents have been finalised after public comment and
cleared by ANZECC and ARMCANZ and released in April 1994.

Australian Water Quality Guidelines for Fresh and Marine Waters

which provide guidance for the application of scientifically-based
water quality criteria as part of the process for setting water quality
objectives for particular waterbodies

this document was released by ANZECC in November 1992. Plans
are in hand to revise the document.

Draft Guidelines for Sewerage Systems which to date address Effluent
Management and Acceptance of Trade Wastes

-

the draft Acceptance of Trade Wastes guidelines have been
considered by ANZECC and ARMCANZ and are expected to be
released in 1995. The effluent management guidelines are
progressing well and are expected to be released in 1995.

-work has also commenced on the development of related draft

guidelines for sludge management the use of reclaimed water and
sewer overflows,

Draft Guidelines Urban Stormuwater Management

Draft Groundwater Protection Guidelines (expected to be released as a
final document in 1994)

Draft Guidelines for Water Quality Management in the Rural Environment

draft guidelines are being developed to address the potential
impacts on water quality of a range of activities in the rural
environment, including dryland agriculture, irrigation, recreation,
urban development, forestry, management of water quantity and
mining and extractive industries :

effluent management guidelines are being developed for a number
of industries located in both rural and urban areas, viz: tanning

_and related industries, wool scouring, piggeries, farm dairies and



dairy processing plants and wineries and distilleries. The

Environment Protection Agency is coordinating the development

of these guidelines.

Draft Water Quality Monitoring and Reporting Guidelines

this module will provide a framework and guidelines for a
nationally consistent approach to water quality monitoring and
reporting

a CEPA consultancy into the state of water quality monitoring and
reporting in Australia and the NSW EPA’s draft 'Preferred
Methods for Sampling and Analysis' will provide inputs to this
module

Community based water quality monitoring activities such as
Waterwatch would also be included in this module.

Draft Implementation Guidelines

A guideline to the implementation of the NWQMS which will give
a sharper focus to the policies and principles underlying the
Strategy and allow the community to understand the whole
package and how community stakeholders can best contribute to
enhancing water quality and its management through, for example,
participation in the development of Water and Land Management
Plans and catchment management approaches. This document is
expected to be available for public comment early in 1995.

Draft Australian Drinking Water Guidelines
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REPCRT OF THE WORKINRG GROUP ON WATER RESOQURCE POLICY TO THE
CQOUNCIL OF AUSTRALIAN GOVERNMENTS

E.1

E.2

£.3

EXECUTIVE SUMMARY

At ts mesting on 8-9 Juns 19393 the Council of Australian Govemments asked
that a Working Group of officials, under an independent chalr, prepare a report for
its next mesting containing a strategic framework for the afficient and sustainahle

reform of the water industry, having regard to the technical and policy diversity
that curently exists across the States and Territoriss.

The water industry in Australia has over $90 billion invested in # in repiacement
cost terms.  The bulk of this investment, some $50 biilian, is in urban areas
whereas most water is consumed in the agricuttural sector. It is astimatad that
over 70 per cent of Australia's currently harvested water resources are used for
irmigated agriculture and stock watering. In turn, imgated agricuiture accounts for
around 25 per cent of the value of the nation's agricultural output.

Progress is being made on a number of fronts to reform the water industry and to

minirmise unsustainable natural resource use. Nonetheless there currently exists
within the water industry:- '

approaches to pricing that oftan pay little regard 1o differential patterns of
copsumption among users and involve cross—subsidies which, in tumn, can
disadvantage industrial and commercial users of water services;

the impact of past investment decisions that are now proving o be sub-
~optimal both from an economic and environmental perspective;

major asset refurbishment needs in rural areas for which, in general,
adequate financial provision has not been made. This presemnts
govemments with a number of challenging decisions in a period of fiscal
restraint including whether to increase prices, reducs costs and/or reduce
standards of service dslivery;,

limitations on water being emplayed in higher value uses. At this tme
there are only limited oppartunities to trade water entitlements which

contribute to disincantives to water being employed in higher value uses;
and : '

instititional arrangements that are in a number of instances less than
optimal in that the roles and responsibiifies for some bodies in the water
industry have not been clearty defined.



E.4  Numerous policy documents and public reports have aiso identified a number of

issues and deficlancies involving water ard the wider natural resourcs bass that
requirs the atiention of governments. Thess include:

widespread natural resource degradation which has an Impact on the
quality and/or quartity of the nation’s water resaurces;

while pclicy and program frameworks are In place to address the natural
resource management chalianges that exist at present, thess palicies,
practices and leveis of private and public Investment are not, howaver,

going to halt the process of natural resource degradation, particul arly in
the Murray Darilng Basin; and

whether it Is in the Basin, the south west of Westem Australia or parts of
Tasnmla the position has reached the stage whete an intensive

anagament effort is required on the part of all jurisdictions to arrest the
procass of degradation.

E.5  inthelight of al of this, it is recommended that Heads of Government in

implementing & strategic framework for the water mdust*y have regard {0 the
following prnciples:

water resource policy being seen as delivering on the agenda for
ecologically sustainable development;

an integrated calchment management approach to water resource
manageament;

pricing that reflects ail the costs of supply and service (including
environmental costs) with all government subsidies of community sefrvica
- chligation payments made transparent;

water being employed in higher value uses, within the social, physical and
ecological constraints of catchments;

consistent approaches to pricing, property rights/entitiements, trading and
envienmental allocations across junsdictians;

institutional arrangemanrs and responsibilities that are clearty defined;
measures to address the stuctural and social impact of reform; and

community involvemeant in the water reform process.,



E.8

The report recommends that Heads of Governmant adopt a strategic framewark
for reform that involves:

For metmpaiitan and town waler sarvices

L

a re-structunng of pricing regimes with an emphasis on pay for service/pay for
usa;

the reduction and desirably elimination of cross~subsidies, where crogs—
subsidiss continue to exist they be made fully ransparent;

the identification of community service obligations and payment for these;

achievement, whare practicable, of positive economic rates of retum on
investmeant; :

less costly and more efficient service delivery based on intemational best
practice;

- clarification of institutional roles and responsibiliies, inciuding a strong emphasis

in service delivery on meeting customer needs and the separation of sarvics
pravision and regulatory functions; :

community involvement in developing catchment management strategies: and
environmaeantally sustainable management of wastewater and stomwater.

Far rural water sarvices

changing pricing regimes {0 ensure that in ime charges fully fecoup operating
costs and contain a'component to enable supply systems to ba maintained and
refurbished or replaced as appropriate;

ensuring that future investment in new schemes,' replacament or extensions to
existing schemes be only undertaken after rigorous assessment indicates that
they are sconomically viable and ecologically sustainable;

forma]iélng water entitlement systems, including allocations for the environment;

the introduction of more widespread trading in water entitements within the
social, physical and ecological constraints of catchments;

greater efficiancy in service delivery;



4

charged Institutional roles and responsibilities, including devoliution, whars
abpropriate, of eperaticnal responsibility and control for imrigation schemes;

community consuttation and public education mechanisms concerning the inﬂpacﬁ
of water use on the wider natural resource basa: and

where appropriate, the deployment of a range of measures during the transitional
phase te faciiitate whatever structural adjustment is required.

£.7  The report notes that the speed and axtent of water industry reform and the
adjustment procass will be dependent on the availability of financial resources 1o
facilitate structural adjustmant and assst refurbishment. A preparedness on the

part of the Commonwealth to addrass the taxation issues involved could facilitate
this process. -

.8 Apart from improved environmertal outcomes, the strategic framework is
expected to result in a restructuring of water tariffs and reduced or eliminated
cross-subsidies for matropelitan and town water services with the impact on
domestic consumers of water sarvicas baing offset by cost reductions and more
efficient, customer—driven, service provision. Financial assistance for particular
consumers may be necessary where cost reductions are not available ta offset
price increases. In the case of rural water sarvices the framework is intended to
generate the financial resources 1o maintain supply systems should users desire
ihis, allow water 1o fiow to higher value uses subject to certain social, physical
and environmental constraints, provide imgators with a tradeable asset (which
coulid aiso serve as a usaful structural adjustment instument in some cases) and
devolve, whera anpropriate, operational responsibility for imigation schemes to
tocal areas,

E.9  While the need for reform is recognised, the legacy of past investment and palicy
decisions, particularty’In relation to irgation schemes, means that there are very '
real constraints on tha extent and pace of reform in some arsas. Becalse the
changes fiowing from the framework are extensive and far-reaching in their
implications, pariculany in rural areas, it is considered that a five {o eight year
implemantation period will be required. Some aspects of the reform packages
outlined in the repart will require govemments to consult widely with the
community more generally and private interest groups.

£.10 It is recommended that further reports be prepared for the Council of Australian
- Govemments annually on progress in implementing the framework over the next five

years, with a final report on progress to be preparad for the Council's first meeting in
20301.
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1.4

1.2

1.4

2.1

INTRODUCTION

Atlts meeting on 8~3 June 1983 the Council of Australian Governments (COAG)
recaived a raport from officlals on the current state of play in both urban and rural
watar use. The repart noted that, while progress had been made in raforming
pricing, allocation and other aspects of the industry, thers were stlll significant
economic and enviranmental bensfits 1o be derved from further reform.

I the light of this the Counclt asked that a Working Group of officials, under an
indepandent chair, prepars a report for its next mesting contalning a strategic
framework for the efficient and sustainable reform of the water industry, having
regard to the technical and policy diversity that currently exists across the States
and Temitories. The repoct Is also to addrass the future rotes of the Council of
Australian Govemments and Ministerial Councils in the reform process, other
mechanisms and contain a proposed timetable for impiementation. Jurisdictions

subsequently agreed to the appointment of Sir Eric Neal AC CVO to the pesitien
of independant chair, | '

This repott seeks to place before Heads of Govemment a briaf assessment of
the nation's curent management of its watar resources! and the impact of water
use on the wider natural resource base. It alse outlines the economiic, financial
and environmental challenges that the nation's expioitation of the resgurce at
presant poses.

A strategic framework for the future managemert of water is set out, having
regard 1o the policy and technical diversity currently existing armong States and-
Territories. In developing the strategic framework the Working Group has
considered the time required to implamant the framework. 1t considers that much
of what is proposed can be achieved by the year 2001, although recognising that
some elemants will require more time to be implementsd in full.

CURRENT STATE OF PLAY

.Brief Overview

Currently the Australian watar industry has over $80 billion invested in it in
replacement cost terms. The bulk of this investment, some $50 billion, isin
urban areas whereas most water is consumed in the agricuitural sector. itis
estimated that around 70 per cent of Australia's currently harvested water
resources are used for irrigated agriculture. in tumn, irmigated agriculture accounts
for around 25 per cent of the nation's agricultural output.

U ln this repart, ‘water resources’ is usad generically and indudes all typas of water s surfacs, ground,
" storm and waste water except where the comaxt implies a referencs 10 one particular water type.
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2.2

2.3

2.4

2.5

2.6

Since the Junae 1993 report to COAG on water resource policy, further reform hag
Deen pursued by Jurisdictions and other bodlas responsible for the managament
of the natlon's water resources and/or the delivery of water and wastewatsr
servicas. This, in part, builds on work generated by the deveiopment of the
National Water Quality Management Strateqgy, the Murray-Darling Basin Natural
Hesources Management and Imigation Management Strategies and initiatives
taken under the National Landcars Program. Major reform has alse been driven
by the wider micro—economic reform agenda and the pursuit of Increasasd
afficlency within govemment business ertarpdses and authorities.

Priclng and Asset Provislon and Management

All jurisdictions, except the Australlan Capital Territory and the Northem Termitory,
at least In part, uss property valuations as a basis for water and wastewater

charges In urban areas. Some jurisdictions provide a free aliocation. In addition, ¢

there are often significant cross~subsidies from commercial and industial -
customers 1o domestic users. Inthe past, this cross—subsidy has been as high
as $300 million per annum in a single junsdiction. Moves are being mads to
eliminata urban cress-subsidies by phasing—out the valuation approach to
charging and, in some jurisdictions, to ensure that sewarage and wastewater
charges reflect the costs of provision. in some jurisdictions there are also cross—
subsidies from urban to rural users and between high and low volume water
users,

All the major metropoiitan suppliers of water services are currently generating
real raturmns on their assets. In contrast, in rural areas, governments have tended
not to charge prices for water sufficient o maintain imgation systems. No State
currently has in place arrangements to provide fully for asset maintenance
(including haadworks), and refurbishment needs.

Approaches to licensing and charging for groundwater use differ around the
country.

in the past, investment in dams, channels and imgation reﬁcuiaﬁon'systems has
not necassanty been subject to rigorous economic appraisal. In the next 25
vears mast jurisdictions will need addiional supplies of water to mest growing

- demand. insome cases, further Investment in headworks may be required.

Hawever, with the development of appropriate demand management strategies
the oppartunity exists not only ta reduce the demand for future water industry
infrastructure, but also to increasas the productivity of those industries using
water, '

A
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2.7

2.8

2.9

210

2.11

2.12

Water Allocations/Entitiements and Trading

Control of watar resources In Australla since late last cantury has been vested in
the Crown and, therefore, entitlemants to Use water in rural areas have baen
conferred by the Crown. [n some areas, thess rights have been over aliocatad.
GOne jurisdiction is currently determining bulk entfiemerts to s storages as a
means of converting sxisting imprecise water rights to explicit tradeabie
entilemants, This will allow the separation of water entitfements from tha

ownership of land, a necessary precursar ta the introduction of more widespraad
trading in water.

To date, there has been only limited trade in, and transferability of, watsr
aliocations or entitiernents across Australla. In some quarters trading has bean
oppasad even though it would allow water to be used In a manner which Is more
sconamically and ecologically sustainabla. For example, local govemnmant’
cancems over the Impact of water trading on the cument pattem of regional
economic activity has led to such opposition in some argas.

Until now, avallability of water spacifically for environmental needs has not
generaily be made. At its most recent meeting the Muray-Darling Basin
Ministarial Caurcii agreed to the allocation of a quartity of water to enhance the
Barmah-Mlliawa forest, Elsewhers in the Murray valley there is evidercs that
the highly regulated nature of the river and the overaliocation of water to off-river
uses has led to a deterioration in the riparian eccsystem not to mention the
decline in aguatic life in the river. itself.

Whiers jurisdictions do not currently have in place a policy of providing water for
the environment they ars working towards this end. That said, there is a number
of stressed river systems around the counfry. [n some areas the protlem is
compounded by the construction of large on—farm storages althaugh in other
areas on—fanm storages can be used o relieve pressures on river systems.

Institutional Arrangements

All urban water authorities are currently in the throes of change, be it structural
reform, adoption of progressively more commercial foci, having their roles more
clearly defined, or a combination of these. In some jurisdictions the rofes of
resource ownar, standard setter and regulator and sarvics provider, hawevaer,
overiap, opening up the possibility for conflicts of interest.

At this time, the buik of the assets accounted for by the rural water sector are in
the hands of govamment entities, although at least two jurisdictions arein the
process of either privatising these assets or passmg them to producer—cantralied
entities.
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Armangements for the treatment of sewage and wastewater vary around the
country. Several jurisdictions are at present considering whether existing
trsatment and discharge policles should continue, given their often advarsa
impact on estuaring and coastal snvironments.

Sustalnable management of stormwater is acknowledged as an increasing
challenge by all jurisdictions. Local govemment is usually responsibie for
managing stormwater run—off, Thess challenges are likely to require new

approaches to urban planning, water re~use and further Investment In handiing
and treatment faciiities.

Water and the Widéf Natural Resource Base
Inappropriate water usa has a major impact on other components of the natural

resource base, For example, inappropriate irrigation of some lands in the
Murmray-Darling Basin has resufted In a rising watertable and increased salinity.

Wide-scale land cleararce and the introduction of exotic plant species have also

compromised the natural resource base, For instance, due to land clsararce in
the south and south wast of Westemn Austrafia up to 50 per cent of the region's
potential freshwater resources have been lost 1o salinity.

Parts of the Murray-Darling Basin have been sseriously degraded through these
and ather Inappropriate practicas, Many sffective iniiatives have been taken but
thera are no short-term solutions, In fact, the problems have generated a major
management task. Were the situation to go on unchecked there would be dire
consequances for waier qualily in the lowsr Murray, for example, on which
Adelaide and other major areas of South Australia rely for almast 80 per cent of
their freshwater reguirements in a dry ysar.

Faced with an aver growing body of avidence of the interdependency of the
different natural resource components, a number of jurisdictions has begun to
restructure their administrative arangements. The Murmay-Darling Basin
Ministerial Council (Natural Resources Management Strateqy, August 193Q)
stated, inter alia, that:

Today, thera is graatar understanding of the interrelationship betwean soll, water
and vegetation. There is a realisation that it is almost impossible o isolata the
managament of onea resource, or one part of the Basin, from others. The problems
associated with natural resources management are often oo complex 1o be tackled
by any one Gavernmeant

Y.
L
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Across Australia, approaches to the management of water storage catchment
areas by agencies supplylng major population centres difer. in some
jurisdictions, areas ara closed to the public, while In others they are open. In
Opan arsas a number of Issues have to be addressad Including the co—ordination
of land use planning, the nutrification of the water and possible algal bicoms in
storages. Even in clesed areas thare may be a need for water traatment.

Overall Assessment

Much of a positive nature Is curently occurming In the Australlan water industry,
Progress Is being made on a number of frorts. Nonethaless, to provide greater
focus ta the process and ta deal with a number of issues that are cross-
jurisdictional in their implications there is a nead for a strategic framework.

A STRATEGIC FRAMEWORK FOR THE AUSTﬂALiM WATER INDUSTRY

The Working Group c‘onside%s that, betwsen now and tﬁé year 2001, in

implementing a strategic framework govemments should be guided oy, or nave
regard {g, the following principies:

The Natural Resource Base and the Environmient

Water resource policy should be sesn as an integral part of the wider micro—
eccnomic raform and natural resource and environmertal agendas.

The comiplex Interrelationships between the varous componarts of the nation's
natural resource base and the environment have already been noted. inmany
parts of Australia, unless action is taken, further significant losses in our natural
resource base are likely, That said, the use and dispesal of water can also have
major implications for agriculture, industry and the economy as a whole. It then:
becomes a questionof balancing the potantialty conflicting ends to which water
can be put, noting though that a number of river systems ars under stress from
extansive harvesting and this will need to be addressed by both govemmernt and
the affected communities.

Integrated Catchment Management

Adoption of an integrated catchmert managemefﬁ aporoach to water rescurce
management.

Land use decisions in one part of a river valley or area can have impacts on the
rest of the vailey, the wider catchment area and in the whole of a river basin or
region. Given these linkages it is important that individual groups do naot pull in
opposite directions on, say, land usa planning matters. If improved outcomes are
to he achieved mechanisms need to be put in placs by govemment to ensure that
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all the affected stake-holders are involved in catchment management.
Furtharmors, the importance of whole—of-catchment issuas needs to be taker
Into account In the Institutional arrangements for the water Industry.,

Pricing and Investment
Agresement to pricing that reflects all the costs of supply and service.

From an economic perspective, consumers of water services shouid pay the full
cost of their provision, Including snvironmertal costs whers these can ba
quantified. (For the purposes of this repor, for urban water services,
matropolitan bulk water suppliars and all new investment, full cost is defined as
operational, maintenance and administration costs, an allowanrcs for assat
refurblshment, the sarvicing of debV/rates of retum (see foliowing paragraph).) In
mast casas, efficient pricing aimed at full~cost recovery might inveolve the
imposition of an access or connecton charge together with a usage charge. if
govemments choose not to charge certain consumars the full cost this might be
explicitly accounted for and paid as a community service obligation. In the case
of many existing rural water and irigation schemes application of the full cast
definition will need to take account of operaticnal and maintenancs costs, any
river delivery costs, tha rafurbishment costs of supply and reficulation assets,
including headworks, and the extent to which investments wers intended to meet
social as well as economic objectivaes. The degree o which full cost recovery is
pursued might be detamined by sach {urisdiction, noting the need for
consistency in pricing approaches where cross—-border trading is possibie (see
paragraph 3.8 below), but any departure from full-cost recovery should be based

" on transparant subsidte.s or c;ommuntty sarvice obi;ganons

In the futura thera will be an imrea.smg need for the water indusiry as a whote to
pay its way, not only in terms of new investment but in providing for the ongaing
maintenance and refurbishment of existing water infrastructure. Views differ on
what an appropriate hurdie rate of retum might be on new investment and
refurbishment in the water industry. Based on its estimates of the real cost of
capital to the water industry, the Agricuttural and Resource Ministers Counci! of
Australia and New Zealand (ARMCANZ) has adopted a figure of 4 per centin
preparing industry paerformance reviews. Each jurisdiction will need to determine
the maost appropriate rate having regard to its circumstances.

Tradeable Water Entltiements

Willingness to allow water to be usad In higher value uses within the social,
physical and ecological constraints of catchrments.

If the nation is ta derive the maximum sustainable benefit from its natural
resources it needs to be able to employ them in their highest value ends,-

-

£
L
B
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consistent with any social, physical and scological constraints that might apply,
Watar is no exception In this regard. !t has many uses all of which have ditfarant
retums attaching to them. Without appropriate charging and trading mechanisms
involving transferable water allocations or entitements, water could be usad in
sub—optimal ways. A preparsdness on the part of jurisdictions to allow watar to
flow to higher uses, sublect to the above constralnts, would enable the nation to
generate greater retumns from the resowrce than s cumently the case.

3.7 - Inorder to faclitate trading, govemments will nead to ensure that property rights
tc water are claarly defined and specified in terms of ownership, volume,
reliability, environmental flows and ternure. Conversion factors will also need to
be specified betwsen different areas of surface and groundwatear systems and

‘whaera caichments cross jurisdictional boundaries.

Conslstency

Agrsement to consistert ‘approaches to pricing, property rights/entitfements,
trading and environmemtal allccations across jurisdictions.

3.8 In situations where it is possible to trade water across jurisdictional boundaries
there will be a requirement to ensure that there is cansistency in approaches to
cost recovery, property rights/entifements and environmental considerations.
Otherwise thare is the potential for outcomes that are not onfy sub—optima from
an economic and environmental parspective but at the same tims ineguitable.

Institutional Change
Clarffication of instititional arrangements and responsibilities.

3.9  While some jurisdictions are moving 1o change the institutional arrangements
surrounding their water industries and to delineate more cleary the roles and
responsibiiiies of the various players, there is still 2 deal of overiap in some
arezas in relation to the trustee for the rescurce, establishing and enforcing
regulatory requirements and service delivery. In a first best or ideal worid it
would be desirable for sach of these functions {o be undertaken by separate
entities. Tha alignment of organisational structures with objectives means
separated bodies can be provided with clear and non—confilcting objectives and
more transparert acceuntabiiity mechanisms. This would enable organisations to
focus more on their ‘core business' and fead, particutany in the case of servics
deliverers, to improved customer sefvice and greater efficiency.

3.10 Having established such a framewark, services might be delivered in as
commercial a manner as passible with responsible organisations having a strong
customer focus, The extent of corporatisation and/or privatisation could be a
matter for each govemnment to decide, having regard to the circumstances it
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faces. The benefits of dreater commercialisation, and in particular
corporafisation, Is that organisations are able {0 operate at 'arms length' from
direct governmertt control. Corporations can be given a clear sat of commercial
objectives and left to operate much like a private sector company which, llke
other businessas, are subject to taxation (o taxation equivalents), the disciplines
of the law and market forces. Under thesa circumstances organisations becoms
mara claarly accountable for their financial and operational performance and less
likety to be able to sustain the inefficiencies often found in less accountabls
onganisations.

Structural Adjustment In Irigated Agriculture

ARecognition of the structural adjustment consequences and social :"mpac:f of
reform, .

_(_n}
—_
—t

Reform and change in the water industry will bring with it structural adjustment
consequences and social Impacts. in pursuing reform, govemments need to be
mindful of these implications and, where necessary, put in place policies and
arrangements to assist individuals and industries to adjust to changed
circumstances, ‘ -

Involvement of the Community and Public Education
Involvernent of the community in the water reform process.

3.12 Al of the forgoing prirciples carnot be implementsd uniess represerrtatives from
affectad constituencies are involved in decisions influercing the use and disposal

of water resources in their local area. The constituencies include imgation

farmers, local govemment, conssarvationists and local residents. Such

community involvemaent Is seen as important in gaining public recognition of the .
chalienges facing the nation in the propar management and use of our water -~ -
resources and in securing community support for the solutions proposed.

Proposed Reform Packages

3.13 Drawing the threads togéther, it is propesed that the Heads of Govemment
.- commit themselves to packages of reform that involvs:

For metropolitan and town water services

a re~structuring of pricing regimes with an emphasis on pay for service/pay for
usse;
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the identiffication and reduction and desirabty aumlhaﬁm of cross-subsidies
where such subsidles are not consistent with sfficient and effactve sarvice
arovision or efficient use of the service;

the identification of community service obligations and payment for these;

achlevement, whare practicabla, of positive economic rates of retum on
investment;

less costly and mors efficient service provision basad on intamational best
practice; .

clarification of Institutional roles and responsibiliies including a strong emphasis
In service delivery on meelting customer needs arx tha separa‘don of sarvice
provision and regulatory functions;

community invotvemernt in developing integrated catchmert management
strategies; and

environmantally sustainabie management of waste water and storm water.

For rural water sarvices

changing pricing regimes to ensure that in time charges fully recoup operating
costs and contain a component o enable supply systems tc be maintained and
refurcished or replaced as appropriats;

ensuring that future invesm*rent' in new schemaes, rep%acement or extensions to-
existing schemes bea only undertaken after rigorous assessment Indicates that
they ars economically viahle and ecologically sustainable,;

forméjisihg water entilement systems, including alocations for the anvironment;

the introduction of more widespraad trading in water entilements subjeét to the
social, physical and ecological constraints of catchments;

greater efficiency in service dalivery;

changed Institutional roles and respansibiliies, including the separation of
operational and regulatory responsibiiities;

community consultation and public education mechanisms concerning the impact
of water use on the wider natural resource base; and
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where appropriate, the deploymaeant of a range of measures to faciitate whatsver
structural adjustment Is required during the transitional pared.

IMPLICATIONS OF THE STRATEGIC FRAMEWORK

The Natural Resource Base and the Environment

The framework outlined In Section 3 has a number of Implications for the natural
resourcs base and the environment. First there is a number of watar resoures
systems which ara curmantly aither overallocated or overharvested. in the former
case this may not be a problem if entifements are not fully used. Trading in
these circumstanceas could, hewever, have a deleterious impact on the fverine
anvironment, If dormant rights are-sold and used. In the latter case, thareis a
need to strike a2 new and sustainable balance betwean the environment and the
other uses of the watar. Dormant rignts should be substantéally raviawed before
the creation of a system of tradieable water entitements.

_Thmughout the Mumay-Carling Basin stream fiow data and other relevant

information is readily available and could be used to develop changed harvesting
pattams, Elsewhere around the country fiow data is not nearly as
comprehensive, Infact, a deal of ressarch will be required to obtain robust data
onh flow and water quality on a number of river systems subject to'major
competing demands,

in regions where comprehensive information on water flows and environmental
requirements is available, it will be pessible to establish the impact of within—
valley and cross—valley trading in water and other environmental interacions. in
other areas, judgements will, in the first instance, have to be mads as to the
environmental sustainability of trading. With the opportunity to undertake mare
research, it shouid be easier to determine adequate fiows from a sustainability
perspective,

Where new water schemes or irrigation developments are contemplated, water to
meet environmental requiremants should be detarmined in conjunction with other
demands. In appropriate circumstances, environmantal requirements could aisc

be tradeable or vanable within limits.

Extensive water harvesting and flood comrol measures have had an impact on
ripanan environments. 1n a number of areas the riparian environment has been
piaced under stress due to the absence nowadays of regular flooding. Inthe
Barman-Millewa forast this problem is being addressed by improved forest water
management including an aifocation of a quantity of water to flood the area
penodicalty.
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Grazing along river banks and cultivation up to the stream edge can not onty
have an adverse impact on the ripartan environment but can also compromise
water quality, as can town wastewater and sewage disposal. Riparian zones can
act as filters to runoff In some situations and an iImportant part of water quality
management will be to encourage the adoption of best land management
practices througholt a catchment to reduce the sources of pollution. Landcare
initlatives can play an importart role In this area.. Cther options could include
agreed grazing managemert plans with adiacent land holders, comtrolied access
to the water and the establlshment of reserves. On-land wastewater and
sewage disposal strategles can lead to an improvement in water quality and
thess are currently balng considered in many parts of the nation.

Groundwater resources are Important and need to be monitored to ensurs that
the level of use is sustainable and that their indiscriminate use does not have
deletarious effects on the wider natural resource base.

In all cases, but particularty In urban areas, a range of measures including
planning and building requlations and land management approaches could be
used in the future to require sustajnable use and management of storm water and
wasts water theraby minimising environmertal damage and wastage of valuable
resources, Thess consequences would, of courss, need {0 be assessaed in
consultation with local govemments when developing local planning reguiations.

The process of instititional and economic reform underway in the water industry,
has tha objective of Improving the economic efficiency of water use and ensuring
that the costs of water retated services are funded by relevant beneficiaries, It
must also ensure that the outcomes will bring environmental benefits, particularty
through the formal allocation of water to environmental demands along with other
uses,

implementing this framework is expected to lead to an improvemert in water
quality. Currently a National Water Quality Managemaent Strategy (NWQMS) is
being developed jointly by the Australian and New Zealand Environment and
Conservation Council (ANZECC) and ARMCANZ. The National Environment
Protection Authority (NEPA) to be established under the Intergovemmental
Agresment on the Envionment (IGAE]} will develop national environment
protection measures for ambiarnt waters drawing on the high status guideiines of
the NWQMS., Govemmernts ars required under the 1GAE 1o prepare annual
reparting on the way they attain the measures established by NEPA. '

Integrated Catchment Management
Integrated caichment management across river systems is a valuable approach

to water resource managemsant. it enables a system-wide and coordinated
approach to water rescurcs issues to be taken often resulting in significant
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benefits In terms of the sustalnability of water supplies to users and the

- ecologlcal sustalnability of river systems and the wider natural resource base,

In some parts of the nation, integrated catchment management has nat been
introduced to the extent that it has elsewhera. |f natural resource management is
to De pursued, in an integrated manner across river systems, there is a
requirament for those jurisdictions where Institutional arrangemerts of this nature
have not yet been put fully in place to consider doing so.

Pricing and Investment

In the area of metropolitan water services the pricing regimes of maost
jurisdictions are currently based to a graater or lessar extant on the local
govemment rating base. The implementation of the approach to urban pricing
outlined above will requirs the re~basing of taniff stuctures to Inciude access and
volumetric components. It will also require tha installation of water metearing

devices in cities of parts of citfes, such as Brisbars and Hobart, where they do
not currently exist.

In most arsas domestic users ara subsidised. The-subsidias are significant and

reprasent a cost impost on commaercial and industnal users. Time will, howaver,

be required to unwind the subsidies and to sffect offsatting cost savings, which,
based on an analysis undertaken for ARMCANZ, are available in most
jurisdictions, basad on current levels of service. (It is noted that the impact of
these savings may, however, be reducad by increased costs occasioned by the
introduction of improved levels of service.) Trade wasts charges in soma
jurisdictions are also inappropriate having regard to the costs incured in reating
and safe disposal of the waste. These charges might be adjusted aver the same.
period to reflect the costs involved.

in jurisdictions where certain classas of consumers of water are subsidisad by
other users it is suggested that if State, Terrttoty or locai govemments wish to
continue thess practices the extent of the subtsidies be made transparent
Overall, the proposed charging reformns are axpected to lead to reduced water
consumption in urban areas with beneficial spin—offs in terms of the level of
future investment in additional storage capacity and reticulation systems. For
example, the Introduction of a per kilolitre charging structure in the Hunter Water
Beoard region resufted in a significant reduction in water consumption thereby

delaying future investmant in water storage capacity.

While metropotitan charging arrangements generate positive retums, the same is
unable to be said about rural water pricas. No jurisdiction currently has in place
charging arrangemennts to provide fully for the ongoing maintenance of its
imgation infrastructurs, including the headwarks.
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In these circumstancas, the Working Group recognisas that it ls not possible tg
increasa prices ovemight. itls, however, considered possible if it wers dons aver
a period of years and accomparnied by a range of supporting measures including
the achievement of water dellvery cost savings and mors efficient demand )
management practicas by usars.

At present, walter is not always being used in the most efficiert manner and this
oftan has untoward snvironmertal consequencas. In Westam Austraiia ths
South West Imigation Study has highlighted that economic welfars would be
improved if water were diverted from grazing usas and employed more in
horticuitural Industries and to a somewhat reduced extsent in dairy faming. Wera
this 1o occur, there is also likaly to be a beneficial impact on the envirenmert as

water is applied 1o soils with greater retentive capacites rather than in areas with
high water tables and sallnity problems.

YWater pn‘ces which more fully reflect costs could also be expected to result in
watar being used mere effectively in rural areas, especially when accompanied
by appropriate education campaigns. Thers is evidence that dus to tha
cheapness of the resource, on-farm imgation practices 1ead {o waste and
inappropriate use. Higher prices could be expected to moderate such practices
and lead to less water being used.

As mentioned, over the next 25 years, a number of jurisdictions wili have to find
altemative sources of supply to meet growing urban demand. In some instances,
this demand might be met by rural—urban transfers at relatively litte cost in terms
of infrastructure investmant. in other casas, more extensive investmant may be
required. Whatever the situation, the prices charged for the water should recover
the full cost. :

There are indications in some jurisdictions that the private sector may in the
future.play a greater role in the provision of water services. This raises a number
of issues associated. with the taxation reatrent of these enfities, and their ability
to raise funds for investment. Among these issues is the paossibility that
infrastructure bonds could be a future source of funding for investment in the
water industry. However, the coverage of thess bonds does not at presant
extend to water supply, sewerage, irmigation, pipeline and other water projects. it
has alsc been suggestad that the existing 10 ysar term for infrastructure bonds
may need to be lengthened in view of the long life of many water resource
projects.

In the rural sector at this time there would appear to be only limited opportunities
for new irfigation schemes. Again it is considered that such investment should’
not proceed unless it can be demonstrated by the proponent that the proposal will
generate a posztive real rate of retum, that it will be ecologically sustainable and
that the consequencas for the environment have been properly weighed. These
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lests are a good deal more stringant than has ganerally applied in the past, but
e costs of past deficlencies are increasingly manifest in terms of the prices that
would now need ta be paid for water to maintain the schemes and the measures

that are required to address the savironmental consequances of some imgation
practices.

Tradeable Water Entitiements

Consistent with the principle that water should be employed in its highest vaiue

uses within the soclal, physical and ecological constraints of catchments, means
need to be put in placa to achleve this. The concept of tradeable water rights ar
sntitaments, given that it would operate within a market framework, is generally

conslderad to be the best way 1o secure the maximum benefit from the uss of the
resource,

All Jurisdictions currently allocate water rights or entitements to groups of rural .
users. Forirading arangements to be instituted these rights or entilements
need ta be vested, where this is not already the case, in thosa who are deemed
to be eligible to trade. In at {east one jurisdiction, however, entitlements already
exist which excesd the capacity of the river systems involved to satisfy. Means
wilt need to be found to solve this problem. One approach might be to determine
the environmental needs of the river systemns invoived ard to allocate the
residual water on a pro rata basis, having regard to previous entitlements and
pattems of use, Having dona this, entittements might be traded eithar within or
across catchmert areas within the social, physical and ecological constraints of
the catchments concemed,

Against this background, there would appear to be scope to offsat the impact of
rising water prices by allowing farmers to seli, in part or in whole, their water
entitlements and use the procesds to re~structure their properties of to leave the
land altogether. To the extent that water use were to decline overall, the impact
on the environmert in the Murray=Darling Basin is likety, in the longer term, 1o be
pasitive,

Consis’ienc‘y ‘

If resources are to be allocated sfficiently and trading in water to be fair and
equitable it is essential that, where cross—-border trading is possibie, the basis of
charging, including asset valuations, and entitlement arrangements are
consistent. The work that the Australian Bureau of Agricuitural Research
Economics (ABARE) has undertaken on the impact of higher water prices on
imgated agriculture in the southern Murray-Darling Basin (see below) has
highlighted a number of differences between jurisdictions in relation to asset
vajuation and cost recovery. It would seem that these differences are already
having some influence on resource allocation and locational choices resuiting in
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negative regional and national economic effects. All other things being equal,
this would be magnified in a trading situation and has to be addressed before
widespread trading in the Murray-Darding Basin, in particular, could be
introduced. '

Institutional Change

As noted, the instittional arrangements surmounkiing natural resource
management are not as clearty defined as they might be nor are requlatory
functions always separated from service delivery in the water industy. If they
have not already done so, it Is suggasted that jurisdictions consider devetoping
administrative arrangements where policy responsibility and stewardship of the
natural resourca base arg closaty coordinated so that management responsibility
for the resource base is not fragmented, as has often bsen the casa in the past.
Where such a framework is instituted, there will need to be links established with
local govemnment and other bodies at a iocal level 1o ensure that land use

planning decisions and administration do not compromise sustainabie natural
resource uss,

in the water area, apart from setling and administering the natural resource
palicy framework, there is the need to determine and monitor adherancea to water
quality standards or guidelines. Jurisdictions will need to consider the mest
appropriate institutional structure to perform these duties afthough some
iurisdicticns already have environmental protection agencies to fulfil these roles.

Once the natural resourcs policy and regulatory frameworks have been defined
and established, the main requirement is that water services are delivered an
efficlent and commercial manner. Views differ as 1o what is the best modet to
follow and sach jurisdiction will need to determine which approach is best suited
to its circumstances and customer nesds. New South Wales has, for example,
established the Hunter Water Comporation, whiie both New South Wales and
Victoria have engaged in significant contracting~out of service provision.in the
waler industry and privatised components of their water service delivery chains.

The situafon is somewhat different in the rural sector. Mere responsibiiity for the
operation of irfigation schemes, where it is not already the case, could be
devolved 1o local communities who are in the best pasition to determine their
future service requirements. As noted sarier, for the most part, irmigation
schemes have hitherto been developed and operated without proper financial
provision being made from revenue, for their mairmenance and refurbishment. A
number has outstanding debt attaching to them. Should govemments be
attracted to the notion of local control, this might be facilitated by govemments
writing—off debt, where appropriate, and/or making some financial contribution to
the costs of refurbishment on the condition that future charges not onty cover all
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the costs of delivery but provide for future maintenance and refurbishment as
wall, '

Frovisions that have basn made in the past for future rafurbishment have been
treated by some governments as discretionary while in othar cases funds have af
timas been locked upon as a convenient source of ravenue, The consequences
of this approach has been underined mare recently in tha case of the
Torrumbarry Weir where there is no stock of finarcial resources to draw upon to
undertake any re—construction work that might be approved. 1t is considered (hat
the Murray-Dariing Basin Ministerial Council shouid consider the establishment
of financial arrangements to ensure that future operating, maintenance,
administration and refurbishment costs of headworks and structures under fts
control are collected from water users.

Structural Adjustment In lirlgated Agr’iéu!ture

ABARE in analysing the impact of higher water prices on agricultural production
in the southem part of the Murray-Darling Basin obtained estimates from the
relevant State water agencies on the per megalitre prices that would need to be
charged to users to maintain the existing imigation.infrastructure, including the
headwaorks, in this part of the Basin. ABARE found that the price rises flowing
from the introduction of full cost recovery would reduce income in the regions
modelied by about $66 million per year or about 6 per cent of total regional
incoma derived from agriculture.

This estimation of losses, howaver, is likely to be gvearstated for a number of
reasons. The model used did not aliow for adjustments in water supply .
infrastructure, technology, drainage systems and farm capital and demand
management, among othet things. In the iong run adiustments in these areas
waould be expected to enable more efficient water supply and demand and, other
things being egual, result in lower water costs. Furthermore, the prices used in
the model were derived using asset valuations based on current water supply
systems and the maintenance of these systems in perpetuity. More appropriate
assat valuation methods, for exampte, the adoption of the Guidelines on
Accounting Policy for Current Vaiuation of Assets (for National Performance
Manitaring of Govemment Trading Enterprises), could resull in asset vaiues on
which full cast recovery charges were based being lower, with a subsaguent
loweting of water prices.

In the samea study ABARE found that the introduction of tradeable water
entittements would generate gains from trade between regions in the modet of
around $48 million per year. However, it was also emphasised that this figure is
expected 1o be an underestimate of the gains for two reasons. First, long~term
gains (which the model daes not capture) are expected to be greater and second,
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the model onty took account of inter-regional trades, not intra-regional traca
from which additional galns could be axpected.

In summary, ABARE has conciuded that the national economic and
environmental gains from the implemertaton of thess particular reforms would
be significant. Yvhile the financial impacts of the packags of reforms result in
gains and losses, it [s impottartt to note that the limitations of the mode! lec
ABARE to smphasisa that the lossas are likely to be overestimated, while the
gains underestimated. Furthermore, the study only focuses on the impact of
thesa reforms from the point of view of imigated water users. While the reforms
resutt In both gains and losses to this sactor, from an economy-wide perspaciive
the icsses quantified above constitute a transfer from one sector of the sconomy

1o the other, not a less to the economy as a whole. On the other hand, the gains

represant a nat addition to the economy which after multiptier effects would be
significantly larger than the initial $48 million identified.

This said, the ABARE work and studies commissioned by the Mumay-Dariing
Basin Commission indicate that in some areas an increase in water prices 1o the
lavals required to maintain imgation infrastructurs will put pressure on'some
segments of irmgated agriculture. Farm amalgamations and rastructuring may be
appropnaie in these circumstances.

Shifts in production pattems in an environment of increased water prices and
transferability of water entitiements will not be costless and ars likely to bring
changes to rag'onal sconamies, In this context the govemments may need 10
consider the financial Implications of structural adiustment through programs like
the Rural Adjustment Scheme and those carmied out by the Office of Labour
Market Adjustment. For example, governments may need to consider making
structural adiustment assistance availabie on a regional bas;s rather than as
occurs a present, on an individual basis.

It is, however, importar? to note in this context that walter prices generally only
represent a small proportion of the tatal farm casts. Furthermore, the modelling
exercise undertaken by ABARE assumes that water prices are immediately
increased to the higher levels demanded by full cost recovery, However, the
reforms recommended in this report would be phased in over a longer time
perod. For exampie, if water costs representad 10 per cent of total farm costs
and prices increased by 10 per cent per annum, total farm costs wouild, all other
things being equal, only rise by 1 per cent per annum. Thus, the proposed
phasing mechanism would be expected to reduce significantly the impact of
structural adjustment. |

Structural adjustment in‘an environment of tradeable water entitlements also
raises a number of potential taxation issues including the capital gains 1ax
treatment of the proceeds from the sale of water entilements. The Working
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Group nated the potental significance of tax related lssues but in the time
available was not able to address these matters In any detail. Itis proposad that
a sub—committae of Commonweaith and State officlals established by tha
Warking Group on Micro—ecanomic Raform meet to discuss taxation Issues of
relevance 1o the water industry with a view 1o reporting, through the Warking
Group, to COAG within 12 months, It Is also expected that the proposed industry
Commission inquiry into Private Sector Infrastructure Funding will examine and
raport on, inter aila, the implications for private sector funding, management and
control of govemnment, institutional, taxation and regulatory arrangements.
Ralavant water related taxation Issues could be axamined in this comtext.

4.40 Itls also notad that the Premier of New South Wales has written o the Prime
Minister indicating that the comporatisation/privatisation of imgation schemas may
raise issues of tax compeansation. The Prime Minister's response Indicated that
future consideration of tax compensation payments should be dealt with through

the CommonwsalthvState Working Group established at the July 19383 financial
FPremiers' Conferance.

Community Involvement and Publlic Education

4.41  Thers is a growing recognition around the country that water and water services
are not free goods. There are numercus examples of public educaton intiatives
and the seeking of community input into finding soiutions to shared challenges,
be they meeting future supply needs, improving watsr guality or reducing .
oollution from waste water and storm water discharges.

4.42 A number of thess issues is local in their implications and arrangsments might be
put in place in the local community to address them. For example, cooperation in
community menitoring through national programs such as "Watarwatch®, and the
establishment of a local catchmernt body or a landcars group whare thess da not
already exist. in cther areas, jurisdictions couid co—operate in the production of
material for public education campaigns as New South Wales and Queensland.
have done in the "Waterwise" campaign. Some jurisdictions are targeting
schocichildren in their education campaigns. Jurisdictions alrsady invoived in
these activities could share their experdence with those who are not and to work
with the relevart education authorities to develop appropriate curricula and
resource materals. :

5
-

4.43 In the rural sector there is an increasing recognition that some past and present
practices place at risk the future of a great deal of agricultural activity and the
wider environment. Generally, farmers, orce faced with the longer term
consequences of these practices, have been prepared to effect changes, for
example, in some instances aven buying out fellow farmers 10 ensure that
agriculture in salinity-prone areas continues to be sustainable. Further evidence
of community preparedness to become actively involved is the establishment of
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over 1600 Landcare groups, "Streamwatch® groups and, In South Australia, the
propased establishment of community seif management groups to look aftar local
water systems. It is considered vital in implementing the other aspects of the
strategic framework owtlined in this report that govemments and other bodies
such as the Murray-Darling Basin Commission continue to tap the current

willingnass and preparedness within the community to find shared solitlons to
common problems and challenges.

Itls also iImportant that programs be put In place for the on—gaing exchangs of
information with the general public and Interest groups on the cause and effect
relationships between infrastructure performanca, standards of service and
related costs, The derivation of sustainable standards of service will be achieved
in a far more effective manner, if longer term implications ara recognised by all
parties during the establishment process. Failure to take the necessary steps is
likely to result in the initial formalisation of unsustainable service standards, with
significant adverse cost Implications.

The rasuits of water rassarch should fead into public consultation and education
processes. While a good deal of water and water—related research is cumrently
being undertaken there is a need to ensure that this research buttresses the
strategic framework canvassed in this report, Greater co—ordination and liaison
between research agencies 10 utilise more effectively the expertise of bodies
such as the Land and Watar Research and Development Comoration, the
Murray-Darling Basin Commission and other Commonwealth and State
organisations would be baneficial In this regard.

IMPLEMENTATION AND TIMING

A number of the changes that have been canvassed In this repart are afready in
train in some jurisdictions. Other changes outlined are more far-reaching in their
implications and so are incapabie of being introduced overnight. In some
instances, there is a deal of conceptual analysis yet to ba done. In other cases,
time will be needed for consultation and adjustment to occur. This is certainly the

position where pricing “matters are cantEad.

The speed and extent of water industry reforrn and the adiustment process will
alsc be dependernt on the availability of financial resources to facilitate structural
adjustrnent and asset refurbishment. A preparedness on the part of the
Commonwealth to address the taxation issues involved could faciiitate this
process.

The widespread need to re-base pricing arrangemerts, and at the same time
remove cross—subsidies for particular classes of urban consumers of water
services, will require a period of adjustmertt. This notwithstanding, the Waorking
Group considers it to be achievable By the end of 1998. The first step in the
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process is, however, for agreement to be reached on cost recaveary definitions. it
ls suggested that an axpart group, on which all jursdictions might be
representad, ba requested to do this and report to COAG at its first mesting in
1885, Moreavsr, where a State, Termitory or local government authority decides
that a partlcular class of consumar should not bear the full cost of services
provided, this cost, at the sariiest times, should not only be fully disclosed but,
whers possible, the service deliverer be reimbursed for any shortfall in ravenue.

As far as rural water pricing is concerned, It is considered that more time will ha
required to effect changes. It Is therefore suggested that jurisdictions work
towards achleving full cost recovery (as defined In Section 3.4) no later than
2001, As with urban water pricing, there will be a need, particularly among
jurisdictions invotved in the Murray-Darling Basin, to agree on cost-recovery
definitlons as wellas a comman approach 1o asset valuation. The expert group

mentioned in paragraph 5. 2 might undertake this work and report to COAG at its
first mesting In 1885. . .

Attention will also need to bs given to saitiing an approach to meeting the costs
of water required to be stored for subsequent relsase for environmental and
recraational purposes. Inthe casse of water stored for environmental purposes
one approach could be to treat such costs as part of the production costs of total
water supply of that particular system and sprsad the costs across ail relevant
water consumers, Similarly, in the case of water stored and subsequently
released simply ta maintain fiows for recreational and/or tourist activities a charge
against the community as a whole might ba appropriate, It is suggested that
ARMCANZ, with the assistance of the Mumay-Dariing Basin Ministerdal Council,
work towards determining, for inciusion in the first annual report to COAG, the
charging principles to cover the financial implications of environmental allocaticns
and recreational uses of water bodies and courses.

In addition, ARMCANZ by eary 1985 might aiso consider the jicensing/charaing
arangements sumounding groundwater Use given the importancs of this resource
and the adverse impact its indiscriminate use can have on the wider natural
resourca bass. Advice could then be provided to individual jurisdictions to be
used by them in their deveiopmaert of appropriate groundwater arrangements with
the details of this advice to be contained in the report to0 COAG at the appropriate
time,

In relation to establishing formal systems of water allocations or entitiements,
jurisdictions where they have not already done so, should begin 10 do so as s00n
as possible with a view to having arangements in placs to allow more
widespread trading in water to commence no later than 1888, For the Murray-
Darling Basin jurisdictions, where it is essential that consistent entifement
systems be put in place to facilitate cross-Basin trading, the Murray-Darling
Basin Ministedal Council, in conjuncticn with ARMCANZ, should settle the form
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of the arrangements by the and of 1884, The armangements should address such
matiers as ownership, environmental a.ilocaﬂons walter quai:ty velume and
tanura.,

The Statss would also need to submit guidelinas for water trading to the Murray-
Dariing Basin Commission 16 ensure sustainabiiity and compliance with the
Murray-Darling Agreement. This said, ft is considered that there should be no
impediment tc privats sector brokers participating in the trading process,

Wheras it Is found that more water should be made available for the environmertt
or that river systams have been overallocated, it is a matter for individual
jurisdictions, In the first Instance, to decide how these challenges might be
overcome. For example, overaliocation of water could be addressed by
determining the snvironmental needs of the (river, groundwater) system involved
and then aliocating the residual water on a pro—rata basis, having regard to
previous entittements and usage. Having done this, entiements might then be
traded. In the event that thers are cross—border implications, as in the cass of
the Murray-Darling Basin, jurisdictions should, however, co—-oparate in finding
solutions, In the case of the Basin, it is considered that the Murray-Darling
Basin Commission and Ministerial Councit should be involved in this,

The pricing reforms for rural water users, together with the introduction of formal
entittement and trading arangements, will require consultation with those
affected, it is suggested that this occur at an earty time to enable govermments
to gatge what, if any, stuctural adjustment assistance will be reguired to bring
about the resource allocation and production changes that are exza-acted to flow
from the inftiatives proposed.

It is a matter for individual jutisdictions to prograss institutional change,
particularly that involving local govemment in integrated catchment management.
Nevertheless, it Is considered that jurisdictions should have as a goal to effect
the institutional changs discussed eisawhere in this report as soon as
practicable, and preferabty no later than 1888,

As noted In Section 4 of the repart, there is scope for the costs of delivering water
services to be reduced. Indeed, such cost reductions would assist in cushioning,
for exampla, the impact of removing cross—-subsidies in urban areas. itis
therefore suggestsd that ARMCANZ, in conjunction with the Steering Committee
on National Performance Monitoring of Govemment Trading Enterprses, further
develop by June 1995 Its inter—agency comparisons of performance as a spur to
improved efficlency in service delivery in the water industry. It is Rurther
suggested, in this context, that sarvice providers be required to achieve
international best practice. |
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Yhere public education is concemed, it Is suggested that the initiatives that have
besn taken individually and jointly by jurisdictons be buiit upon. Thass could
include programs on water Use and the benefits to be derved from reform. in
addition, water and education authorities might further coliaborate in developing
resource materials on water resources for use in schools,

Al various points in this report mention has been made of wastewater use and
strategies for handling stormwater. There is a number of ramifications attaching
to this, Itls therefore suggested that ARMCANZ, ANZECC and the Ministerial
Councll for Planning, Housing and Local Govemmert examine the possibiiities
for making greater use of thaese sources of water with a view to reporting
progress to COAQG &t fts first mesting in 1985,

As observed at the outset of this section of the report, the propased reforms are
axtansive and far-reaching in their implications. It is considered that in viaw of .
the whote~af-govemment nature of the matters traversed COAG shouid moniar
closely progress In implemertting the framework and sanctioning changes where
thesa are thought necassary, To this end, it is suggested that the Working Group
on Water Rasource Policy coordinate the praparation of a raport to the Coungc!
for its first meeting in 1985, In the succeeding four years ARMCANZ, ANZECC
and, where appropriata, the Murray-Darding Basin Ministerial Courcil and the
Ministerial Courcii for Planning, Housing and Local Government might report

, annualty on progress with a final repart being prepared for the Council's

considaration at fts first meeting in 2001.

RECOMMENDATIONS

The Warking Group recommends that CCAG:

1.

agree that action needs to be taken to arrest widespread natural resource
degradation in all jurisdictions occasioned, in part, by water use and that a
package of measures is required to address the economic, environmental and
social implications of future water reform;

endorse implementation of a strategic framework to achieve an efficlent and
sustainable water industry comprising the elements sat out below in
recommendations (3) through (8);

in relation to pricing:—

(a) in general -

M endorse the adoption of pricing regimes based on the principles of

consumption—based pricing, full-cost recovery and desirably the removal
of cross—subsidies which are not consistent with efficient and effective
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service, use and provision. WWnare cross-subsidies continue o sxist, they
be made transparant,

whars sarvice deliverers ars required to provide water services to classes
of customer at less than full cost, accept that the cost of this be fully

disclased and ldezlly be paid ¢ the service deliverar as a community
service obligation,

urban water sarvices -

endorse the adopton by no later than 1988 of charging arangements for
water services comprising an access or connection componen togethar
with an addttional component or c:omponents to refiect usage whers this is
cast—effective

in order to assist lurisdictions to adopt the aforementioned pricing
arrangements, an expert group, on which all jurisdictions are represented,
report to COAG af fts first meeung in 1995 on asset valualion methods and
cost recovery definitions, and

support supplying organisations, where tf")éy are publicly owned, aiming to
eam & real rate of retum on the written—down replacement cost of their

assats, commensurats with the equity arrangements of their public
ownership, .

metropalitan bulk-water suppliers -

support charging on a volumetic basis to recover all costs and eam a

positive raal rate of retum on the written—down replacement cost of their
assats, -

rural water supply -

where charges do not currently fully cover the costs of supptying waler 10
users, agres that charges and costs be progressively reviswed so that no
later than 2001 thay comply with the principle of full cast recovery with any
subsidies mads transparent consistent with recommendation 3(a}{ii),

endarse the achievement of a positive real rate of retum on the written—
down replacement costs of assets in rural water supply by 2001 wherever

| practicable,

agree that future investment In new schemes or extensicns {0 existing
schemes be undertaken only after appraisal indicates it is economicaily
viable and ecologically sustainable,
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(iv)  agres, whera trading In water could occur across State borders, that
pricing and assst valuation arrangements be consistert,

(v)  where ft is not curently the case, support the setting aside of furds for
future asset refurbishment and/or upgrading of govermnmment-supolied water
infrastructure, and

(Vi)  inthe case of the Murray—Darling Basin Commission, agree to the
Murray-Dariing Basin Ministeral Councll putting In place arrangements so
that out of charges for water funds for the future malntenance,
rafurbishment and/or upgrading of the headworks and other structures
under the Commission's control be provided,

(e) groundwater

(i) agree that management arrangemants reiating to groundwater ba
considered by ARMCANZ by sarty 1925 and advics from such
considerations be provided to individual junsdlc‘norrs and the report be
provided 1o COAG -

in relaion to water alocations or entitiements agree that-

{(a) the State Govemment members of the Councll, will implement
‘ comprehsansive systems of waler aliocations or entittements backsd by
separation of water property rights from land fitle and cisar specification of
entitiements in terms of ownarship, volume, reliability, transferability and, if
appropriate, quality,

()  where they have not already done so, States, will give priority to formally
determining allocations or entitemants to water, including aiocaﬂons for
the environment as a legitimate user of water,

(<) in aliocating water to the environment, member govemments have regard
to the work undertaken by ARMCANZ and ANZECC in this area,

(d)  the environmental requirements, wharever pessible, will be determined on
the best scientific information available and will have regard to the inter—
temporal and inter-spatial water needs required to maintain the health and
viability of river systems and groundwater basins. in cases where river
systems have been overaliocated, or are deemed to be stressed,
arrangements should be instituted and substantial prograss made by 1298

.to provide a better balance in water resource use including appropriate

allocations 1o the environment in order to enhance/restore the health of
nver systems, '
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In undertaking this work, jurisdictions might consicar establishing
environmental contingency ailocations which provide for a review of the
allocatlons five years after they have been detarmined, and

where signiiicart futura irmgation activity or dam construction is
contempiated, an appropriate assessment be undertaken to, inter alia,
allow natural resource managers to satisfy memseives that the
environmental requirsmants of the river system will 2 adeqguatsiy mat
before any harvesting of the water resource occurs;

in relation to trading in water allocations or entiternents: -

(@)

(&)

endorse the principle that water be used to maximise its contribution to
national incoma and welfare, within the social, physicaj and ecoiogical

constraints of catchments, —

whare i is not already the case, agrae that trading arrangements in water
allocations or entitlements be instituted once the ertitement amangements
nave been settied, This should occcur no jater than 1998,

where cross~border trading is possible, agree that the trading

armangemerts be consistert and facilitate cross—border sales where this is
sccially, physically and ecologically sustainable, and

accept that individual jurisdictions will develop, whers they do not already
exist, the necessary institutional arrangemaents, from a natural resourcs
management perspective, to facilitats trade in water, with the proviso that
in the Murray-Darling Basin the Murray—Darling Basin Commission be
satisfied as to the susta:nabliity of proposed trading transactions; '

in relation 1o institutional reform: -

(@)

(b)

(c)

where they have not already done so, governments deveiop administative
arangements and decision—-making processes to ensure an integrated
approach to natural resource managsment,

suppart the adoption, where this is not already practised, of an integrated
catchment management approach 1o water resource management and set
in place arangemants to consuit with the represantatives of iocal

govemment and the wider community in individual catchments,

endorsa the principle that, as far as possibie, the roles of water resource
management, standard setting and regulatory enforcement and service
provision be separated institutionally,
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agree that this occur, whers appropriate, as soon as practicable, but
centainly no later than 1988,

accapt the need for watar services to be delivered as efficiently as
possible and that ARMCANZ, In conjunction with the Steering Commities
on National Performance Monitoring of Governmernt Trading Enterprisss,
further develop its comparisons of inter-agency performance, with sarvice
providers seeking to achleve intemational best practics,

agree that the arangements in respect of service dallvery cmganisations in
matropalitan areas In partdcular should have a commerclal focus, and
whether achleved by contracting—out, corporatised ertitias or privatised
baodies this be a matter for each jurisdiction to determine in the light of its
ownR circumstances, and . -‘ '

i

- support the principls that constituents be given a gre-ater' degres of

respansibility in the management of irrigation areas, for example, through
operaticnal responsibility being devolved to local bodies, subject to
appropriate regulatory frameworks being established,;

in relation to consultation and public education:-

(@)

()

()

(e)

andorse the principle of public consultation by govemment agencies and
service deliverers whers change and/or new iniiatives are contemplated
involving walar resaurces,

whers public consuitation processes ars not alrsady in train in relation to
recommendations (3)(b), (3){d), (4) and (§) in particular, agree that such
processes will be embarked upon, '

agree that jurisdictons individually and jointly develop public education
programs in relation to water use and the need for, and benefits from,
reform,

agree that responsible water agencies work with education authorities to
develop a more extansive range of resource materiais on water resources
for use in schools, and

encourage water agencies to develop, individually and jointly public

education programs iliustrating the cause and effect relationship between
infrastructure performance, standards of service and related costs, with a
view to promoting |evels of service that represent the best vaiue for money
to the community;
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in relation to the ervironment -

()

support ARMCANZ, ANZECC and the Ministenia Council for Planning,
Housing and Local Govemment examining the management and
ramifications of making greater use of wastewater in urban areas and
strateglies for handling stormwater, including its use, and repart to the first
mesting of COAG in 1985 on progress,

support ARMCANZ and ANZECC in their development of the Naticnal
Water Quality Management Strategy, through the adoption of a package of
market-based and regulatory measures, inciuding the establishment of
appropriate water quality monitoring and catchment management policies
and community consuitation and awareness,

support consideration being given to establishment of landcare practices
that protect arsas of river which have a high environmental valus or are
sensitive for other reasons, and

request ARMCANZ and ANZECC, in their deveiopment of the National
Water Quality Management Strategy, to undertake an sarly review of
current approaches o town wastawater and sawage disposal to sensiiive
environments, noting that action is underway to reducs accessions tc
watar coursaes from key centres on the Darling River system (it is noted
that the Naticnal Water Quality Management Strateqgy is yet 1o bs finalised
and endorsed by govemments.};

in relation to water and related research, agree that member govermnments will
ensure: '

@)

(o)

higher priority is given to research necessary to progress impiementation
of the strategic framework, including consistent methodoiogres for
determining enwronmema} flow requirements, and

greater coordination and liaison between ressarch agencies 1o more
effectively utilise the expertise of bodies such as the Land and Water
Research and Devslopment Corporation, the Murray-Daning Basin
Comrmission and other State and Commonweaith organisations;

in relation to taxation: —

(a)

support a sub—committee of Commonwealth and State officials -
established by the Working Group on Microc—economic Reform meeting to
discuss taxation issues of relevanca to the water industry with a view to
reporting, through the Warking Group, to COAG within 12 months,
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suppart water-ralated taxation issues being examined in the propased

industry Commission inquiry into Private Sector Infrastructurs Funding,
and -

accept any future cansideration of tax compensation payments involving
the water Industry being dealt with through the Commonweaith-State

Working Group established at the Juty 1993 financial Premiers'
Conferencs; and

in relation to recommendations (3} through (8):—

(&)

{®)

agree that the Working Group on Water Resource Policy co—ordinate é
report 16 COAQG for fts first meeting in 1235 on progress achleved in
implemerting this framework Inctuding reductions in cross—subsidies,

movemant towards fuli~cost recovery pricing in urban and rural areas and
the establishment of transtarable water ertitiemeants, and

agree that as part of the monitoring and review process, ARMCANZ,
ANZECC and, where appropriate, the Mumray-Darting Basin Ministerial -
Council and the Ministenal Council for Planning, Housing and Local
Govemment, report annually over the succeeding four years, and again-at
its first meeting in 2001, to COAG on progress in implementing the various
initiatives and reforms covered in this strategic frameawark.



ATTACHMENT 3

NATIONAL LANDCARE PROGRAM

In 1992 a major review of Primary Industries and Energy portfolio natural
resource management programs was completed. These programs, which
included the former Federal Water Resources Assistance Program (FWRAP)
and the National 5oil Conservation Program (INSCP), were assessed to ensure
that they reflected current objectives in natural resource management and to
facilitate desirable program outcomes. The review was undertaken against a
background of the evolution of the Commonwealth ecologically sustainable
development process and an increased emphasis on the whole systems
approach pursued through integrated catchment management.

The review recommended increased emphasis on facilitation and catalytic
projects rather than capital works projects. It also recommended a more
explicit focus on ecologically sustainable development objectives and
improved resource management and efficiency. It further recommended that
funding for the land and water programs should form part of a
comprehensive policy which draws on Commonwealth, State and individual
responsibilities and resources to address natural resource management
problems.

Following the Government's endorsement of the review's broad findings, the
Natural Resources Management (Financial Assistance ) Act 1992 was enacted,
repealing the former water and soil conservation program Acts resulting in
the establishment of the National Landcare Program (NLP).

The National Strategy for Ecologically Sustainable Development is a major
basis for the NLP. The Program requires complementary institutional reforms
and economic measures to be implemented in concert with Commonwealth
funded activities, in accordance with terms outlined in Commonwealth-State
partnership agreements currently under negotiation with State Governments.

‘Through the NLP the Commonwealth is pursuing a range of objectives to
achieve sustainable resource management and use. Under the partnership
arrangements, the States will be required to incorporate a broad package of
measures designed to achieve sustainable resource use and viable industries.
Under both the NLP and the Murray-Darling Basin Initiative, an integrated
package of land, water and related vegetation measures are being advanced
to achieve the Commonwealth's objectives for efficient and sustainable
resource use. The Murray-Darling Basin Commission released its Algal
Management Strategy for the Basin in October 1994. Other key elements
include: education; training; resource, property and catchment planning; the
self-help Landcare movement; and infrastructure development, together with
economic, policy and institutional reform. Linkages between rural
development and resource management programs are being improved with



the objective of fostering self-reliant, competitive and sustainable rural
industries and regions.

The long term aim of the NLP is to foster sustainable resource use through
integrated approaches to resource management. Community landcare,
integrated catchment planning and improved land use management as well
as water supply and management activities can all contribute to achieving the
sustainable resource management goal. Natural resource problems are
complex, often requiring approaches that are region or catchment specific.
While resource allocation and pricing are important, other issues must also be
addressed. This broad based approach provides for comprehensive scope
and strategic focus while successfully providing for leverage to be applied to
achieve complementary reforms which are beyond the reach of
Commonwealth expenditure programs.

The NLP recognises the need to integrate more closely approaches to land,
water and vegetation issues and to achieve better coordination between levels
of government and with the community in order to progress the
Government's ESD and micro-economic reform agendas. By providing a
basis for sustainable natural resource use, the NLP underpins the
Government's strategies for maximising the contribution of rural industries
and regions to the economic and social well-being of the Australian
community.

The objective of the NLP is to enhance the efficient, sustainable and equitable
management of the nation's natural resources for the benefit of the overall
community by:

. enhancing the long term productivity of Australia's natural resources;

. promoting community, industry and government partnerships in the
management of natural resources;

. establishing institutional arrangements which will encourage
sustainable resource use;

. developing approaches which help resolve conflict over access to -
resources; and

. assisting in establishment of global resource management strategies
which meet Australia's responsibilities and needs.

The new program has three components:

. a Community Landcare Component encompassing policies and
relevant funding for community landcare action which acknowledges
the community as a key stakeholder and critical in the development of
a landcare ethos

. a Commonwealth/State component encompassing policies and
programs which the Commonwealth and States may undertake
together; and



. a National component encompassing those activities which the
Commonwealth may undertake in its own right such as research and
development

State and local governments and community organisations are intimately
‘involved in delivery of the National Landcare Program, both through the
community landcare component and Commonwealth-5State partnership
component. In the case of community landcare, State agencies act as agents
for the Commonwealth. Community landcare in particular is considered to
be a critical element in galvanising broad awareness and support for
institutional and policy reform in resource management.

Programs from other Commonwealth agencies supporting community based
resource and environmental management activities are also part of the NLP,
in particular, the Save the Bush, One Billion Trees and River Murray Corridor
of Green programs administered by the Australian Nature Conservation
Agency and the community component of the Natural Resources
Management Strategy for the Murray-Darling Basin administered by the
Murray-Darling Basin Commission.

Work has also commenced on the implementation papers (Policies and
Process for Water Quality Management) of the National Water Quality
Management Strategy which will give a sharper focus to the policies and
principles underlying the Strategy and allow the community to understand
the whole package and how community stakeholders can best contribute to
enhancing water quality and its management through, for example,
participation in the development of Water and Land Management FPians and
catchment management approaches. This document is expected to be
available for public comment in the near future.

Catchment Management under the NLP
Lower level prinéiples include:

. support for projects that act to catalyse a range of complementary
actions to address catchment-wide water quality issues in a
coordinated and integrated manner (eg reform of institutional
arrangements such as water pricing and allocation decisions and
process, legislation and regulations impacting on landuse)

. support for 'catalytic' projects which address sensitive water quality or
resource management issues in areas of major national or international
significance (eg to catalyse moves to the management of nutrients such
as phosphates, or to assist in the development of catchment
management regimes to prevent land based damage to nationally
significant marine environments such as the Great Barrier Reef)

. support for projects with the clear potential to act as demonstration
projects for innovative approaches to catchment planning and
management (eg innovative approaches to planning, community



involvement and participation, land and water management
technologies)

. a preference for funding projects which, in addition to meeting one or
more of the principles above, are based on adequate information and
research, linked to achieving outcomes or milestones articulated in
regional or catchment management plans and consider socio-economic
factors.

Programs Administered by the Australian Nature Conservation Agency
(ANCA)

Three NLP programs administered by ANCA provide financial assistance for
the conservation and re-establishment of native vegetation.

The One Billion Trees program aims to empower the community to
strategically re-establish and maintain Australia’s cover of trees and
associated vegetation in the interests of sustainability and biodiversity. Funds
are provided for the establishment of native vegetation for land degradation
control and prevention, wildlife habitats and corridors, shelter belts and
livestock havens, dune care and stream bank stabilisation.

The Save the Bush program's objective is to encourage, facilitate and support
activities associated with the protection, management and investigation of
remnant native vegetation, particularly outside national parks and other
reserves, which directly or indirectly contribute to the conservation of
biological diversity in Australia.

Under the River Murray Corridor of Green program, a network of vegetation
corridors is being developed along the 2,500 kms of the River Murray within a
band 50 kms either side, helping to address the various land degradation,
water quality and nature conservation problems along the River.

The Murray-Darling Basin Natural Resources Management Strategy

‘The objectives of the NRMS are to:

K control or prevent land degradation and rehabilitate land resources
. maintain or improve water quality and ensure adequate supply
. consefve the natural environment
. conserve cultural heritage

The NRMS addresses these objectives through two funding programs. The
Investigations and Education Program assists organisations such as State
agencies, CSIRO, universities and private bodies to carry out knowledge-



based activities such as research, investigations, monitoring and community
education. These activities have a Basin-wide application.

The Integrated Catchment Management program assists local and regional
communities in the Basin to develop and implement integrated catchment
management plans directed at meeting NRMS objectives. It aims to promote
an understanding of the relationship between the impact of single-issue
projects and what is needed for the catchment as a whole. Under the NRMS
projects are considered in the context of their relationship to Action Plans (for
regions or sub-catchments), broader strategic integrated catchment
Management plans and Basin-wide priorities and initiatives such as the
MDBC Algal Management Strategy.
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