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Inquiry into Rural Water Resource Usage

Submission by the Australian Drilling Industry Association


SUBMISSION TO THE SENATE INQUIRY INTO

RURAL WATER RESOURCE USAGE

By

THE AUSTRALIAN DRILLING INDUSTRY ASSOCIATION

Executive Summary :-

The proposal is to introduce one method of encouraging farmers, graziers and horticulturalists to apply drought proofing measures to their properties.

It is our proposal that the 150% taxation allowance be reintroduced for all new bores installed on legitimate income producing rural properties for a period of ten [10] years.

Who is making this submission ?

1.
This submission is made by :-

The Australian Drilling Industry Association Limited

[ABN 24 002 772 929]

P.O. Box 3020,

Frankston East, Victoria, 3199

Phone
03.9781.2229

Fax

03.9781.2699

e-mail
adia@smart.net.au
web
adia.com.au

Person making submission:- 

Graeme Wakeling

Chief Executive Officer

2.
What is the Australian Drilling Industry Association?
[a]
The Australian Drilling Industry Association is a non-profit organization and is the professional body representing the on‑shore drilling profession in Australia. It has been in existence since 1966, although there have been some minor name changes.

[b]
It has some 700 hundred corporate members.  About 90% of all drilling contractors in Australia are members of the Association, with some 80% involved in the water well sector, operating primarily in rural areas all over Australia.

[c]
The Association caters for both management and employee needs, and it is not a registered industrial organization.

3.
What This Submission Addresses
[a]
This submission addresses the need for incentives for farmers, graziers and horticulturalists to drought proof their properties for long term protection, in view of the fact that Australia is a drought prone nation.

4.
Background
[a]
Our industry, like every other responsible organization in Australia is concerned with the current drought that is affecting our nation. 

[b]
Since 1985, we have been pressuring the Government to reintroduce 150% taxation claims on water bores and associated equipment to allow farmers and graziers some incentives to drought proof their properties.

[c]
Advice and letters received by us from the then Labor Government [Messrs Crean and Collins] indicated that the Keating Government had absolutely no interest in listening to our plea's, as it appears that the rural areas were not major vote catching areas as far as they were concerned at that time.

[d]
In the 1970's, eligible expenditure on drought proofing was allowed as a 150% taxation claim in the year following the expenditure, but this was reduced to 100% after Paul Keating became Treasurer in the Labor Government.

[e]
By 1985 drought proofing was considered unnecessary by the then Labor Government, and all expenditures in this area were then treated as capital expenditure, with depreciation allowable over a 5 year period. After a number of approaches to former Minister John Kerin by this Association, the period for allowable depreciation was reduced to three years.

[f]
It may well be said that our industry has a vested interest in this matter of taxation deductibility, as potentially we could receive additional work. This is not correct, as at the present moment, and for the foreseeable future every water bore drilling rig in Australia is tied up drilling what could almost be termed "emergency bores".

[g]
Certainly. water bore construction is one of the main areas that the drilling profession is involved in, but as a responsible Association, we really query the motives and common sense economics of the present Coalition Government, when it indicates that it represents the rural sector as strongly as the main population areas.

[h]
We do not have the resources to carry out investigations into the economics of drought relief as opposed to taxation concessions, but we raise the following question :-

[i]
"What are the financial benefits to the Government in the relationship between providing drought relief and granting taxation concessions for the drought proofing of properties, which is of long term benefit to the nation as a whole 

[ii]

On the other hand what is the financial cost to Australia in real 

terms "

[i]
We note that ABARE have forecast a drop in the G.D.P. of some 2-3%, directly attributable to the existing drought, with dire forecasts of recovery times, periods of up to seven years being commonly mentioned.

[j]
In other words, is the present Coalition Government failing to see the woods for the trees ? We believe that we have a duty to support the rural community, and with this sector slowly coming out of droughts and economic instability [which have affected them for the past ten years], and to be hit with this current drought is another major body blow.

[k]
It is interesting to note that in a media release issued by the present Deputy Prime Minister, John Anderson, on 30th August 1994, he stated [in part] on page 2 :-

[i]
“Mr Anderson said the urgency and magnitude of the drought crisis had been lost on the Government whose assistance to date amounted to nothing more than conscience money during rural Australia's greatest time of need.

[ii]
"A drought of this scale coming straight on the back of firstly record high interest rates and then a global recession has really knocked the stuffing out of farmers

[iii]
If we want a viable rural sector in this country we have to respond with appropriate assistance which reflects the fact that primary industry is responsible for a quarter of Australia's export income.

[iv]
Mr Anderson said the Coalition's policy recognised that because of the concurrence of "severe" drought, recession and hopeless Government policy, it was completely unrealistic to expect the farm sector to recover without assistance”.

[l]
Bores can cost up to and often in excess of $100,000, and in many cases, our members are carrying payments by graziers who cannot afford to pay in a lump sum. An average cost [if there is such a thing] for a stock and domestic bore in a rural location would run from $10-20,000, including drilling and casing the bore and instillation of a suitable pump.

[m]
It is a simple fact that bores have been sunk by members to try to assist the farmer or grazier, knowing [or hoping] that they will get paid eventually. In reality, many of our members are providing unsubsidised drought relief, in many cases this being to the detriment of their own businesses.

5. The Proposal

[a]
The proposal is to introduce one method of encouraging farmers, graziers and horticulturalists to apply drought proofing measures to their properties.

[b]
It is our proposal that the 150% taxation allowance be reintroduced for all new bores installed on legitimate income producing rural properties for a period of ten [10] years.

[c]
It is our belief that this change to the depreciation rates would provide a positive incentive to farmers, graziers and horticulturalists to undertake drought proofing, which would benefit the nation in the long term.

