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REFERENCE:

Burdekin Haughton Water Supply Scheme: Assessment of Pricing Matters

INTRODUCTION:

In response to notices and having regard to the Key Issues the Authority has identified
for assessment, | submit this letter on behalf of the South Burdekin Water Board.

CONFIDENTIALITY:

This submission is considered not confidential.

BACKGROUND

The South Burdekin Water Area occupies part of the Lower Burdekin River Delta over
a benefited area of approximately 28,000 hectares.

Investigation during the early 1960’'s resulted in implementation of an artificial
groundwater recharge scheme in the Eastern Part of the Burdekin River Delta, which
involved using pumping plant to divert river water to suitable recharge areas through a

system of natural and artificial channels.

These works entirely financed by Growers and Millers of sugar cane in the area are
controlled by two autonomous bodies — The North and South Burdekin Water Boards
constituted in 1965 and 1966 respectively.
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The scheme relied on natural flow in the Burdekin River, which at times occurred
during heavy rainfall events mostly from January to March, however the latter part of

the year being the driest period generally resulted in limited river flow.

Stability of the Sugar Industry in the Burdekin has been enhanced by the Delta Boards
operations and as such provided much of the economic basis for the recent

development of the Burdekin River Irrigation Area by the Queensland Government.

It was from the South Burdekin Water Board Office in the early 1970's that the drive
for a more constant, reliable source of water to service development of an expanding
irrigated agricultural area was initiated. Firstly with the formation of the Urannah
Dam Committee, then the Burdekin Water Resources Development Committee and
finally with wider regional community involvement, the Townsville, Burdekin
Regional Water Committee. This committee successfully presented submission to
both the State and Commonwealth Governments in 1979 to finance the Burdekin River

Project, and sought commencement of the Burdekin Falls Dam.

The Burdekin Falls Dam was completed in 1987 and consequently release of water
from this storage established regulated flow in the Burdekin River outside of the
annual wet weather periods when catchment drain off maintained seasonal flood

events.
Prior to 1992 the Delta Boards operated with run of the river water supply free of cost.

The South Burdekin Water Board Allocation of Water Amendment Order 1992 (Refer
Attachment 1) established nominal alocation of water which could be diverted from
the Burdekin River in any one year in conjunction with the North Burdekin Water
Board. This order established Payment for Water Diverted at minimum annual charge
volume for the Board, with a component levied at the river rate in the Burdekin River

Irrigation Area.

The South Burdekin Water Board accepted in 1992 that regulated release of its
Nominal Allocation from the Burdekin Falls Dam storage would be charged in accord
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with negotiated arrangements. As a responsible corporate body, South Burdekin
Water Board has met these payments.
However, the Board has constantly objected to the price of river water in the following

forums:

Industry Commission Inquiry into “Water Resources and Waste Water
Disposal —1992". (Refer Attachment 2)

Productivity Commission Inquiry into “Impact of Competition Policy Reforms
on Rura and Regional Australia— 1998”. (Refer Attachment 3)

“Proposal for Local Management of Water in the Burdekin” submitted to the
Queendand Government June 2000, for consideration of a Business Plan
resulting form extensive consultation with both the Queensland Water Reform
Unit and Consultants Marsden Jacobs using Scheme Cost Revenue Data” .
(Refer Attachment 4)

Queensland Government Shareholding Ministers for SunWater; response to the
ILMC Proposal for Local Management of Water in the Burdekin — 6 November
2000. (Refer Attachment 5)

Director General, Queensland Government Department of Natural Resources —
“Price path charges for Irrigation Water in the Burdekin River Irrigation Area
approved by Government — October 2000” (Refer Attachment 6)

Queensland Public Works Committee — “Burdekin River Project — November
2001” (Refer Attachment 7)

Queendand Minister for Natural Resources and Mines the Honourable Stephen
Robertson — Open Discussion on Water Price with Irrigators — April 2001.
(Refer Attachment 8)
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Key Issues For Assessment

DoT PoINT ONE

“capital contributions made by each if any of the irrigators, the Commonwealth,
State Government or other Parties’

The South Burdekin Water Board in addition to that proportion (40%) of the combined
Delta Water Boards Nominal Water allocation, has purchased a further 15,000
megalitres of Water Allocation from the Queensland Government at a total cost of
$1,500,000. It is understood that this charge of $100 per megalitre is “ Capital Charge

or Contribution”.

The Board in addressing increased water demand clearly had no option but to pay the
prescribed charges (capital contribution) for purchase of increased Water Allocation,

resulting in commitment to unacceptable annualised tariff rate.

Furthermore, the Board is uneasy about this transaction, having an understanding that
its Water Allocation sits within the Burdekin Falls Dam Storage and that “the
Commonwealth Government contribution toward the Burdekin Falls Dam is written

off”. (refer 1992 Industry Commission I nquiry)

Similarly, the Board as proponent of the Project and understanding that at inception
when the Burdekin River Project was planned in 1951, “it was generally recognised
that irrigation settlers should not be expected to meet the full cost of irrigation works
since benefits accrue to the community as awhole”.

Put simply, “the Board asserts that the Burdekin River Rate megalitre to the Board as a
Bulk User should only reflect operations and maintenance of the Dam Storage Release
and considers that the Pricing Policy under review should seek that equity
retrospective to conception, with due regard to the Waiver of Capital Contribution
toward the cost of the Burdekin Falls Dam”

(refer 1992 Industry Commission I nquiry)
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Dot POINT TWO

“The appropriate weighted average cost of Capital that could be incorporate in the
price providing infrastructure services’

In respect of the preceding issue comments, the Board maintainsits view that return on

Capital cost should NOT apply to release from the Burdekin Falls Dam Storage.

The Board finds itself unable to comment on Water Infrastructure specifically utilised
for lift or diversion from the river and ultimate distribution of water throughout the

Projects Designed Irrigation Area.

Furthermore, the Irrigation Area Design changed as it developed and the scheme is
incompletel

DoT POINT THREE

“whether the current price paths incorporate any excess return on capital based on

the above analysis’

Based on the Burdekin Scheme Cost Revenue Data supplied by the Queensland Water
Reform Unit, the Burdekin Interim Local Management Committee’s submission to
Government 29 June 2000 clearly identifies in Part 4 — Financial Assessment, a
substantial disparity between the bulk water price assessed, and the price of water
charged (River Rate). In analysis, this price difference can only be assumed to be
excessive return on capital structured into the tariff structure.

DoT POINT FOUR

“under what circumstances it would be appropriate for an entity to charge a positive

rate of return on scheme assets’

The Board purchased Water Allocation in accord with Queensland Government
Departmental Procedures by payment of “ Capital Contribution”.
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The scheme in part had been operational for some ten years before COAG/NCP Water
Reform objectives emerged. Clearly not a new scheme, and the project remains

incomplete to date.

The establishment of the Burdekin Interim Local Management Committee on behalf of
local irrigator users gave opportunity for meeting COAG/NCP objectives whilst
providing total transparency of activities to those local users of Water Resources in the
region. Significant benefits and efficiency gains, as well as water price reform was
considered achievable by alocal entity compared to a centrally placed state wide body.

The Board, and in particular the ILMC were not consulted in respect of the
establishment of SunWater as a Government Owned Corporation, or the Rural Water
Pricing Direction Notice (NO01) 2000.

On the contrary, the ILMC, on behalf of water users, advised the Water Reform Unit
when presented with maximum and minimum options, that it was unable to accept a
price path to which they had no input or consultation, and clearly stated that users were
only prepared to pay cost of recovery based on efficient management of the Burdekin
Scheme. (refer ILMC letter 10 July 2000)

Furthermore, having access to the Schemes actual Cost Revenue Data for Financial
Assessment of Local Entity Status and Water Price, both the Board and the ILMC
objected to the gazetted price paths for irrigation water in the Burdekin.

(refer Board letter 30 Nov 2000)

On that basis, the charges listed represented much more than very conservative cost
recovery expectation, and it became most obvious that a positive rate of return on the

scheme had been applied to the tariff’ s without consultation.

Unfortunately, this action can only be interpreted as contrary to COAG/NCP

objectives.

As Water Reform evolved out of the COAG/NCP Reform Processes, the only

circumstances acceptable to this Board as appropriate for an entity to charge a positive
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rate of return on scheme assets remain within the five elements of the COAG Strategic
Framework and NCP elements, with particular emphasis on Public Consultation and
Institutional Reform. (refer Board Letter 28 March 2000)

CONCLUSION

In summary therefore, the only circumstance acceptable to the Board as appropriate
for a Rural Water Industry Entity to charge a positive rate of return on scheme assets
for delivery of Rural Water is one that recognises and supports Pricing Principles

which stand up to Open Public Scrutiny.

The circumstance would necessitate the purchaser of Commercialised Water Products
having transparency of all costs applied as either Purchase Price or Tariff Component
based on the new works generating the Product.

Agreement and acceptance with Management Process is paramount to overcome

resistance to change.
The South Burdekin Water Board Executive accepts the opportunity to appear at
appropriate hearing interviews should these be made available, and anticipates this

advice.

Similarly, a copy of QCA Draft Report, to the Premier and Treasurer (The Ministers)

in regard to this assessment would be appreciated when available.

References are listed in attached appendix.

Y ours faithfully

LA Rigano
Chairman
SOUTH BURDEKIN WATER BOARD
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List of Attachments

. South Burdekin Water Board (Allocation of Water) Amendment Order 1992.

Industry Commission Inquiry into “Water Resources and Waste Water
Disposal 1992".

Industry Commissioner Inquiry into “Impact of Competition Policy Reforms
on Rural and Regional Australia 1988 .

. “Proposal for Loca Management of Water in the Burdekin” Submission to

Government by Burdekin Interim Local Management Committee.  June 2000.

. Queensand Government Shareholding Ministers for SunWater — response to
ILMC Proposal for Local Management of water in the Burdekin.
November 2000.

Director General, Queensland Government Department of Natural Resources —
Response to ILMC Proposal for Loca Management of Water in the Burdekin,
August 2000 and Price Path Charges for Irrigation Water in the Burdekin River
Irrigation Area. October 2000, Boards Response and Director Genera Reply.

. Queendand Public Works Committee “Burdekin River Project”.
November 2000.

. Queendand Minister for Natural Resources and Mines the Honourable
Stephen Robertson — Open discussion on Water Price with the Burdekin River
Irrigation Area Committee.

April 2001.

. South Burdekin Water Board Response to Queensand Water Reform Unit
Draft Exposure Bill.
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Attachment 1

March 2000

Water Resources Act 1989

SOUTH BURDEKIN WATER BOARD (ALLOCATION
OF WATER) AMENDMENT ORDER 1992

TABLE OF PROVISIONS

Section Page
1 SBOrt HHE ..ottt e e e e 1

COMMENCEMENL . . ..ttt te e ae e et e e eie e 1
3 Amended order in council .. ... il e 1
4 Inscrtion of new section 1A (Definition) ......voveeennrrneennennnnnn.. 2
5 Amendment of section 9 and heading before section 9 (Diversion of water

from Burdekin River) . .....oovinini e, B ODBBABA0000S 2
6 Insertion of new sections 9A-9H

9A (Location of pumping Station) ................eeeuneunnn... 2
9B (Nominal allocation) . ..........ueeuervuneeuuneenaannnnnn, 2
9C (Apportionment of nominal allocation) ...................... 2
9D (Insufficiency of supply) ..........c.oiiiiiniiiin ... 3
9E (WaLer MEEIS) « v v e eeee e inaneeeee e eeeeerenennnnss 3
9F (Statement of quantity diverted) . .. ... ..ovvu e, 3
9G (Payment for water diverted) .. ...ovviinin i, 3
9H (Review of conditions of water diversion) ... ................. 4

Short title

1. This order in council may be cited as the South Burdekin Water Board
(Allocation of Water) Amendment Order 1992.

Commencement
2. This order in council commences on 26 June 1992,

Amended order in council

3. The order in council made on 31 March 1966 and published in the
Gazette on 2 April 1966 at pages 1814-1817, as amended from time to
time, is further amended as set out in this order in council.

Gov. Gaz., 26th June, 1992, No. 80, pages 1953-7
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2

South Burdekin Water Board (Allocation of Water)
Amendment Order 1992

Insertion of new section 1A
4, After section 1—
insert—

‘DEFINITION

1A. In this instrument, a reference to “the Board” means the South
Burdekin Water Board.”

Amendment of section 9 and heading before section 9
5. Section 9 and heading before section 9—
omit, insert— )
‘DIVERSION OF WATER FROM BURDEKIN RIVER

9 (1) The Board is authorised to divert water from the Burdekin River by
means of the works described in section 4.

(2) The authority to divert water granted by subsection (1) is subject to
the conditions contained in sections 9A to 9G inclusive.’

Insertion of new sections 9A-9H
6. After section 9—
insert—
‘LOCATION OF PUMPING STATION

9A. The pumping station must be located on the right bank of the
Burdekin River. .

NOMINAL ALLOCATION

9B(1) A nominal allocation of water of 210 000 megalitres which may
be diverted from the Burdekin River in any one year is granted to the Board
in conjunction with the North Burdekin Water Board.

(2) The nominal allocation mentioned in subsection (1) may be varied
annually by written notification by the Commissioner to the Board,
depending on the volume of water stored in Burdekin Falls Dam.
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3

South Burdekin Water Board (Allocation of Water)
Amendment Order 1992

(3) If, due to unforeseen circumstances, the allocation of water to which
the Board is entitled under this instrument is likely to be exceeded before the
end of any one year, additional water may be supplied to the Board at the
sole discretion of the Commissioner.

APPORTIONMENT OF NOMINAL ALLOCATION

9C(1) The Board and the North Burdekin Water Board must agree by 31
December of each year as to the proportion of the nominal allocation to
which each Board is entitled and must keep a minute or other record of the
agreed apportionment.

(2) If the Board and the North Burdekin Water Board fail to reach
agreement as required by subsection (1), the Commissioner may withhold
supply of water over and above the total of the free flow entitlement and
minimum annual charge volume (200 000 megalitres).

INSUFFICIENCY OF SUPPLY

9D(1) Despite sections 9B and 9C, if the Commissioner is of the opinion
that the quantity of water available from the Burdekin Falls Dam is, or is
anticipated to be, at any time, insufficient to meet the lawful entitlements of
all persons and authorities, the Commissioner may give a notice to the
Board in accordance with subsections (2) and (3).

(2) The Commissioner may, by written notice to the Board, regulate the
quantity of water the Board is otherwise authorised to divert from the
Burdekin River,

(3) A notice under this section must state the date, being at least seven (7)
days from the date of the notice, on and from which the regulation is to
commence.

WATER METERS

9E. The Board must provide and maintain in good order and condition
suitable meters to record the quantity of water diverted by the Board from
the Burdekin River.

South Burdekin Water Board
Burdekin Haughton Water Supply Scheme — Assessment of Pricing Matters




4

South Burdekin Water Board (Allocation of Water)
Amendment Order 1992

STATEMENT OF QUANTITY DIVERTED

9F. By the end of each month, the Board must forward to the District
Manager at the office of the Commission in Ayr a statement showing the
quantity of water diverted by the Board from the Burdekin River during the
preceding month.

PAYMENT FOR WATER DIVERTED

9G(1) The combined allocation of the minimum annual charge volume
for the Board and the North Burdekin Water Board is 15 000 megalitres.

(2) The minimum annual charge volume mentioned in subsection )
will be levied at the river rate in the Burdekin River Irrigation Area.

(3) No later than 31 December in each year, the Board and the North
Burdekin Water Board must each notify, in writing, the District Manager at
Ayr of the agreed apportionment of the combined allocation mentioned in
subsection (1).

(4) If the written notification mentioned in subsection (3) is not received
by the Commission from either the Board or the North Burdekin Water
Board, the Commission may determine the apportionment. -

(5) Payment by the Board for its apportionment of the combined
allocation mentioned in subsection (1) must be made within 30 days after
the date of invoice.

(6) The quantity of water diverted between 200 000 megalitres (which
includes the minimum annual charge volume of 15 000 megalitres
mentioned in subsection 9G(1)) and 210 000 megalitres will be invoiced as
and when diverted and levied at the river rate in the Burdekin River
Irrigation Area.

(7)(@) A charge for water diverted in excess of the combined allocation of
210 000 megalitres granted by subsection 9B(1) will be subject to
determination by the Commissioner;

(b) Payment for water diverted in excess of the combined allocation of
210 000 megalitres must be made within 30 days after the date of invoice.
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South Burdekin Water Board (Allocation of Water)
Amendment Order 1992

REVIEW OF CONDITIONS OF DIVERSION

9H(1) The conditions contained in sections 9A to 9G inclusive which
attach to the authority to divert water granted by section 9 are to be reviewed
no later than 31 December 1998.

(2) If the combined quantity of water diverted by the Board and the
North Burdekin Water Board repeatedly exceeds the nominal allocation of
210 000 megalitres, the conditions contained in sections 9A to 9G inclusive
may be reviewed earlier than 3] December 1998.’

ENDNOTES
1. Made by the Governor in Council on 25 June 1992.
2. Published in the Gazette on 26 Junc 1992,
3. Required to be laid before the Legislative Assembly.
4. The administering agency is the Department of Primary Industries.
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Attachment 2

a2 Telephone 82 1703

B'W'B' South Burdekin Water Board

28 Ninth Street, Home Hill, N.Q. 4806
Fax %o. 077 822039
P.O. Box 376

WCL:BRB:1878 18th May, 1992
Reference:

Industry Commission
P.0. Box 80
Canberra ACT 2616
Sobject:

¥ater Resources and Naste Sater Disposal - Release of Draft Report

Introdnction:

The ipvitation to appear at the Public Hearing in Townsville and to
participate is appreciated. The following brief submission is
presented as an overview for your consideration.

History:

The South Burdekin Water Board was established by Order in Council 31st
March 1966, which in part provides:

"To utilize part of the flow of the Burdekin River to
replenish the Subterranean Water Supplies of the southern
part of the Burdekin Delta and” to thereby increase the
quantity and improve the quality of the supply available From
this source for irrigation, domestic stock and industrial
purposes™.

This Board as part of the Burdekin Delta Recharge Scheme has been

rided by that Charter to operate successfully since its inception.
Increased agricultural production, derived by the operational benefits
of the Boards activities, is practical evidence of such progressive

planning. The financing and management of this Local Board can be
proudly shown as a good example of a self-help, community based and
managed scheme. History of the Burdekin Delta Recharge Water Boards
involvement and support of the Burdekin Falls Danm Scheme is well
documented.

Policy:

The Beard considers it's autonomy a high priority Ffor success within

the parameters of the Water Rescurces Act 1989,

The service provided to established induscry and the declared
benefitted area is viewed as parallel on a smaller scale to more recent
developments such as the Burdekin River Irrigation Area.

The Board area has, in effect, developed progressively quite apatrt from
and in contrast to those pricciples adopted within the B.R.I.A. without
Gove-nment financial input
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The Board has harmoniously dealt with and acted in comsultation with
those recommendations of the Water Resources Commission in regard to
operational and technical matrers as provided under the relevant Act.

Issoe:

In view
Irrigation Area, we refer to the statement: “"that the Commonwealth
Governments coatribution toward the Burdekin Dam is WRITTEN OFF” and
submit
particular case.

Sowmaxy:

of the Industry Commission Draft Report - R2.3 Burdekin River

the following to expand on water pricing policy in our

The Board has negotiated and accepted in good Ffaith, "Water

Allocation" based on Water Resources Commission data. Amendment

to

the Boards Otder in Council is presently before Executive

Council.

The Board accepts charges for regulated flow from the Burdekin

Falls Dam Storage, however considers that these charges should not
reflect Capital Contribution for works downstream of the Dam
relative to the Burdekin River Irrigation Area or ancillary
schemes such as the Townsville * Water Supply, as current
methodology would confirm. =

We assert that the riparian rate per megalitre to the Board as a Bulk
User sheuld only reflect operations and maintenance of the Dam Storage
release and consider that the Pricing Policy under review should seek
that equity retrospective to conception, with due regard to the waiver
of capital contribution toward the cost of the Burdekin Falls Dam.

We contend that it is appropriate to include this matter under your
review as the outcome of projected revenue from water sales wmay very
well affect the Ffipal review analysis.

Yours faithfully,
South Burdekin Water Board

o )
1L G

,

S.UB.

CAMER - Chairman
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ATTACHMENT 1
WATER RESOURCES AND WASTE WATER DISPOSAL

NOTIFICATION QF INTENTION TO APPEAR AT DRAFT REPORT
HEARINGS

Please complete and return this Torm immediately to:

Industry Commission or by facsimile to:
PO Box 80 M()ni(}uc Renaut
BELCONNEN ACT 2616 (06) 253 1999

(If you have faxed this form to the Commission please do not send a hardcopy by mail)

Name of Company/Organisation: ... SQUTH. BURDEKIN, WATER BOARD

Postal address: P.0. BOX 376

City: ... HOME HILL State: ..9LD Postcode: 00

Telephone No: (

Names of other persons likely to appear at the hearings and their positions:
MR G.B. CAMER CHAIRMAN - 3.B.1J.B.

ADELAIDE (Commencing 5 May 1992) [ ]
PERTH (Conmunencing 6 May 1992) [ ]
CANBERRA (Commencing 12 May 1992) [ ]
MELBOURNE (Commencing i4 May [992) [ ]
SYDNEY (Commencing 19 May 1992) (]
TOWNSVILLE (Commencing 21 May 1992) [x]

- 21 Wy 1902

South Burdekin Water Board

i Scheme — Assessment of Pricing Matters
Burdekin Haughton Water Supply gLy of 26




Attachment 3

@™
SUBMISSION @0@ %
To the
PRODUCTIVITY COMMISSION
On the
IMPACT OF COMPETITION POLICY

REFORMS ON RURAL AND REGIONAL
AUSTRALIA

18 December 1998.

~ 28 Ninth Street -
cosia 0 POBOR3T6

~ Groundwater Replenishtr‘lent'.Sﬁinéé‘v_liv966;} e
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— Telephone (07) 4782 1703
§ GROUND WATER REPLENISHMENT SINCE 1966 3 P Fax ((077)) 47822039

South Burdekin Water Board

28 Ninth Street, PO Box 376, Home Hill. N.Q. 4306

Reference: WCL:BRB:3112

18™ December, 1998

Productivity Commission
PO Box 80
Canberra ACT 2616

Subject:
Inquiry into Impact of Competition Policy Reforms on Rural and Regional

Australia.

Introduction:
The invitation to participate in this inquiry is appreciated. The following brief

submission is presented for your consideration.

History:

The South Burdekin Water Board was established by Queensland Legislation 31

March 1966 which in part provides;
"To utilise part of the flow of the Burdekin River to replenish the
subterranean water supplies of the southern part of the Burdekin Deita and
to thereby increase the quantity and improve the quality of the supply
available from this source for irrigation, domestic, stock and industrial

purposes.”

The Board, as part of the Burdekin Delta Recharge Scheme has been guided by this

charter to operate successfully since its inception.
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- South Burdekin Water Board - Submission Productivity Commission
Page 2 of 4

Increased agricultural production, which is predominantly sugar cane, has been
derived from the operational benefits of the Board's activities. Evidence of such
progressive planning can be evaluated when comparing 700,000 tonnes of cane
grown in 1966 to the current estimate of 1,600,000 tonnes of production within the
benefited area. Consequently, this enhancement generates national wealth through

export and domestic markets.

Industry financing and management by this autonomous local board can be proudly
shown as a good example of a self help, community based and managed scheme,
resulting in a service provided to scheme contributors considered parallel on a
smaller scale to major public irrigation projects and at no cost to Government. The
Board considers its autonomy a high priority for success providing the ability to
deal with and remain in tune with local issues as well as evaluating continuous

improvement within financial limitations.

As 2 non profit, non commercial organisation seeking to remain the vehicle for
common goals and interests, certain priority is therefore placed on minimising costs

to industry.

Futures marketing now emphasises the need to become more focussed on overall
production costs, whilst providing margins for adverse factors such as weather,

pests and unavoidable impacts!

It must also be emphasised that this industry board membership comprises:

o One member representing the Queensland Department of Natural Resources
o One member representing the Burdekin Shire Council

« Two members representing the owners of the Inkerman Sugar Mill

e TFour members elected by the Inkerman Mill Suppliers.

Refer: Appendix 1 - South Burdekin Water Board Annual Report Year Ended 30
June 1998.
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- South Burdekin Water Board - Submission Productivity Commission
Page 3 of 4

Our Understanding of Agenda for Water Industry Reform: - Comprises two parts

1. The objectives of COAG Reforms; By 2001, achieve a water industry that is
economically efficient and ecologically sustainable, and which delivers better
environmental outcomes. The COAG Strategic Framework for water industry

reform consists of five elements:

e Cost recovery and pricing

e Water allocations and trading
o Public consultation

e Environment and water quality

¢ Institutional reform

2. National Competition Policy centres on,

o Extension of Trade Practices Act (1971) to include unincorporated
businesses and State and fPertrarr;( Government Businesses.

« Extension of prices surveillance to State and Territory Government
Businesses.

o Application of competitive neutrality principles.

o Restructuring of public sector monopoly businesses.

e Reviewing all laws which restrict competition.

« Providing for third party access to nationally significant infrastructure.
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APPENDIY 2

Telephone 07 4782 1703

CGROUND WATER REPLENISHAENT SINCE / 56

Fax 07 4782 2039

South Burdekin Water Board

28 Ninth Street, PO Box 3 76, Home Hill. N.Q. 4806

Reference: WCL:BRB:2942

h December. 1997

Mr S Kinley

Manager Water [nfrastructure Administration
Department of Natural Resources

GPO Box 2434

Brisbane Qld 400!

Dear Sir,

Re: Exemgtions from Parts of the Financial Management Standard 1997

[ refer to your lemter 1Sth August 1997 and subse quent discussions on this subject. [
auclocise for such a late formal repiv, and as re quested. prov rde this brief submission in
s
cort of my Board’s position on the martter. ,A:\ .
EHTN

The Board sought and gained. in 1993, cerzain exe'npnons under previous standards in
consideration of role and operations. Th&ﬂBcaré' Stll holds the same view that
mandatory compliance as such, is not 'e'eva T &Sr'mm;anor's with small administrative
struciures who's operaticns are well established™3nd monitcrad for rheir speciric function
and purpose

This Beard would therefore sesk to remain exen mpt om the equivalent to these pars; 2
3 and + of the former Public Finance Standard referred 1o in your lerzer.

This Board was originally constitutad under the provisions of the Water Acts 1925 to

v an Order [n Council made on the 31st March 1966, Foilowing regeal of that
Act, the Beard has continued to operate under the provisions of the Warer Resources
Aot 1989, The constitution of the Arza and Board. as well as the purpoese for which the
arza is constituted. is clearlv defined in the co nstltutmf‘ or"“ [t is important o note,
f i function of this Board is: “io replenish the subterranean water succlies of the
art of the Burdekin Delta”

cial mestings or inspections as necassary
L rovides for activities in the projected vear
& expendx:ure and also accommedatas se:sonal or
unded by levy on sugar cane delivered to Inker

the ratic 3 miller and includes three funds, Operating

[ Warks and Reserve. which are submitced for ministerial approval each vear. The
i operates on a cash accounting system. the rate boek lists all rates and charges

& g

tined. and includes the names of all ratepayers. The Board's Annual Report
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Concerns with NCP

1. Creation of undue cost on industry by mandatory application of institutional
accountability:
Refer: Appendix 2 - Copy of submission to the Queensland Department of
Natural Resources - Water Infrastructure Administration seeking exemptions

under legislation.

2. Creation of undue cost to industry by providing for third party access:
Concern that emphasis will shift from "Nationaily significant infrastructure”
toward a much lesser level of infrastructure provided by a non commercial

entity, for establishing "access rights”.

3. Extension of prices surveillance:
Refer: Appendix 3 - copy of submission to the Industry Commission in 1992

on; "Water Resources and Waste Water Disposal”.

Concern with institutional reform process and how audit of cost recovery and
pricing reflects the true price of water in particular to the Board's issue of

contention expressed in the 1992 Submission.

Yours faithfully,
South Burdekin Water Board

7 /
LA Rigano

Chairman
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APPENDIY 2

Telephone 07 4782 1703

CGROUND WATER REPLENISHAENT SINCE / 56

Fax 07 4782 2039

South Burdekin Water Board

28 Ninth Street, PO Box 3 76, Home Hill. N.Q. 4806

Reference: WCL:BRB:2942

h December. 1997

Mr S Kinley

Manager Water [nfrastructure Administration
Department of Natural Resources

GPO Box 2434

Brisbane Qld 400!

Dear Sir,

Re: Exemgtions from Parts of the Financial Management Standard 1997

[ refer to your lemter 1Sth August 1997 and subse quent discussions on this subject. [
auclocise for such a late formal repiv, and as re quested. prov rde this brief submission in
s
cort of my Board’s position on the martter. ,A:\ .
EHTN

The Board sought and gained. in 1993, cerzain exe'npnons under previous standards in
consideration of role and operations. Th&ﬂBcaré' Stll holds the same view that
mandatory compliance as such, is not 'e'eva T &Sr'mm;anor's with small administrative
struciures who's operaticns are well established™3nd monitcrad for rheir speciric function
and purpose

This Beard would therefore sesk to remain exen mpt om the equivalent to these pars; 2
3 and + of the former Public Finance Standard referred 1o in your lerzer.

This Board was originally constitutad under the provisions of the Water Acts 1925 to

v an Order [n Council made on the 31st March 1966, Foilowing regeal of that
Act, the Beard has continued to operate under the provisions of the Warer Resources
Aot 1989, The constitution of the Arza and Board. as well as the purpoese for which the
arza is constituted. is clearlv defined in the co nstltutmf‘ or"“ [t is important o note,
f i function of this Board is: “io replenish the subterranean water succlies of the
art of the Burdekin Delta”

cial mestings or inspections as necassary
L rovides for activities in the projected vear
& expendx:ure and also accommedatas se:sonal or
unded by levy on sugar cane delivered to Inker

the ratic 3 miller and includes three funds, Operating

[ Warks and Reserve. which are submitced for ministerial approval each vear. The
i operates on a cash accounting system. the rate boek lists all rates and charges

& g

tined. and includes the names of all ratepayers. The Board's Annual Report
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DNR-Water [afrastructure Administration
Re: Exemptions from parts of the Finuncial Munagement Seandard 1997

page 2

17th December. 1997

provides statistical information, general activities and audited financial statements which
is posted to all ratepayers.

Since its inception, the Board has initiated works progressively within its financial
limitations. Initiallv resumption of lands for channel construction was not acceptable to
many landholders. [n some cases rzsumption settlement remains outstanding to date,
however in most instances land was made available to the Board by ‘peppercorn’
agrezment. as lancholders recognised the benefits of such a scheme. Therefore, to
adcress these concerns. the Board has adopted policy of land easement agreement in lieu
of formal resumption procass.

This community self help approach has besn encouraged by the Board and has fosterad a
sense of industry/community ownership which generates a common goal approach of
mutual interest without the need t0 exercise assertive action by either party. Please note,
the Board was never financial enough to mest compensation demands made for property
values at the time of acquisition. These are very imporant points to consider when
suggesting valuation of assets toward commercial practice. which is deait with later in
this letter

The sense of ownership. achievement and industry viability fave besn majcr planks
towarc’ empowering the wider community, and the diverse skills based backzround of
members, provides Board Management with 2 posxme pracrical appreach to problem
sciwn 3 an d getting on with tasks at hand. The Boaid’s mission statement or purpose is
ly defined in its constmution and is both a'e**:coq and accepred by board
10ers, starfl indusiryv and the wider cormnumtv\Kewe‘.v procasses, both formal and
mal. identify community nesds and expectations, and the Board's "open deor’
pelicy encourages “without prejudice’ interacticn.

Sector has introduced change toward making performance
count. providing responsiple leadership and st Angtheﬂ.ing the culture of continual
timprovement. The generai thrust of change away from traditional bursaucracy i

emrchasis from process to results

w

ge}
o
-
=
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O
-
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Under proposed review, the Beard ciively sesks cantinuatjon of gr;mted
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DNR-Water [sfrastructure Administration
Re: Excmptions from parts of the Financial ¥Manugement Standard 1997

page 3

17th December, 1997

distinctly places it in a totally ditferear position to that of a “Water Supply Area Board’
or ‘Drainage Area Board', as defined under the Warter Resources Act 1989,

To review operations with a view to commercialisation is a review of current financial
practice; that of shifting from cash accounting to accrual accounting, and assumes assets
of the Board generate profit. This move of course will impact the self-help, non-profit
ethic where adverse ‘thrust of change may see more of process and less on results.

It is understood that Accrual Accounting involves the recognition of revenue. 2xpenses,
assets, liabilities etc, when an econcmic transaction occurs irrespective of the timing of
any rela*ed movement of cash. [t is 2 comprehensive svsiem that recognises assets
liabilities as well as depreciation, as opposed to cash accounting whers capital
investment is treated as expenditure.

This proposed concept is a fundamental shift away from the non-profit entity which has
worked so well. In the first instance. this Board under its constituting charter. does not
view its operations toward this proposal of commercialisation. Furthermore. a “‘“‘f" from
the current practice of self-funding and providing specific expenditure as consicerad
necessary, impacts the conciliatory method of revenue raising. sc well accepted within
the current cultural framework.

The ‘user charging’ concapt is recognised and addressed in the Board’s Rate Book, All
benefited ratepavers contribute revenue toward the. Board’s purpese; because
groundwater knows nc boundaries. All other defined services are purposelv linked 1o
the Board’s constituted revenue process. Without @oing imo dezall: the basis of these
charges consider equity to all users, and are acugpted Dy those users as fair and

reasonable. It would be sxtramely dificult o ! n_roa‘“@ a commercial industry rate into
a replenishment svstem. because part of the aquifer replenishment process occurs by
warar spreading, an activity performed by the user

aic Planning could be seen by the Board as a paper exercise when consicering the
axremes or seasonal and I matic infiuences drv tropic areas such as this endure Put
rasources. both financial and paysical to C"'r"« out replenishment

g recharge event. simply o

lv recnarge:‘ aquifer aZter a narurally occur

“What arz the benef‘zts" [s thi' ;roposed

ision must be. o determing

o
ﬂzor' imDIer‘re wration of

v accempanies this

relevant,
count of finances
ishmen: of an asset register and its
ssicnal

4
A
o
U
.
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DNR-Water lafrastructure Adniaistration

Re: Excemprions from parts of the Finuncial Muanugement Standard 1997
pags +

L ~th Decainer, 1997

services not currently provided by the Board. [t is most important to remember that this
Board is constituted as a Water Area with a specific function and purpose, and history
orovides us with recorded evidence of good financial management and planning in
pertormance of that responsibility.

In the past there has not been a requirement to value assets of the Board. This letter
therafore basically comments on the proposal to intrcduce commercialisation and the
nesd to change from cash to accrual accounting for that purpose, in which case,
valuation of assets is a mandatory function. This particular move however, would
undoubredly create 2 Breach of Trust with those individuals who have contributed land
and services without true compensation. in order to progress the scheme from its
infancy. [t is fair to comment that such an act would destroy the excellent working
celationship the Board has estabiished over time with it's ratepayers, and this in wrm
would no doubt tead to cultural indiference and inevizable distrust by these ratepayers
toward the Beard. Iris not a situaticn the Board would tolerate!

The Board caurions “change for the sake of change™ and is mindful of what is being

achieved and how best industrv and the community is being serviced. The Board’s

services are geographically limited to part of the Burdekin Delta Aquifer. a natural

narional asser, which for environmental reasons cannot be pur imto jecpardy by

unfounded resource management theories. Protection and performance of this asser and

water area has been well and truly established ‘oy‘.thg performance of this Beard.
Nad!

Censequently. on behalf of the Board. [ repeart the previous request for consideration
ard assistance. to respectfully seek and cbrain necessary exsmptions of the Financial
ement Standard 1997, so that this Board may continue to operate under current
gements.

[ lock forward 1o vour advice.

£
SWC Lowts

Manoger

_ South Burdekin Water Board
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AFFCONULX 3 Telephone 82 1703

South Burdekin Water Board

28 Ninth Street, Home Hill, N.Q. 4806
Fax Zo. 077 822039

P.O. Box 376

Reference:

WCL:BRB:1878 18th May, 1992

Industry Commission
P.0. Box 80
Canberra ACT 2616
Sabject:

Nater Resoorces and Wsste Xatex Disposal — Relesse of Draft Repoct

Introduction:

The invitation to appear at the Public Hearing in Towasvilies and to
participate 1is appreciated. The following brief submission is
presented as an overview for your consideration.

History:

The South Burdekin Water Board was established by Order in Council 31st
March 1966, which in part provides:

"To utilize part of the flow of the Burdekin River to
replenish the Subterranean Water Supplies of the southern
part of the Burdekin Del:a and” to .thereby increase the
quantity and improve the quality of the supply available from
this source for irrigation, domestic stock and industrial
purposeas™, '

This Board as part of the Burdekin Delta Recharge Scheme has been

:ided by that Charter to operate successfully since 1its iaception.
Increased agricultural production, derived by the operational benefits
of the Boards activities, is practical evidence of such progressive

placning. The financing and management of this Local Board can be
proudly shown as a good example of a self-help, community based and
managed scheme. distory of the Burdekin Delta Recharge Water Boards

involvemeat and support of the Burdekin Falls Dam Scheme 1is well
documentead.
Policy:

The Board cousiders it's astonomy a high prioricy for success within
the parametars of the Water Rescurces act 198%.

T provided to  established iadustry and the denlared
beaefitted 2ran is viewed as parallel oa a smaller scale to more receat
4

dave

avelopments such as the Burdekin River Irrigation Area.

The Board arena has, in effecr, daveloped progressively quite
and (a contcast to those priaciples adopted withia rhe B.R.I.
Cova-nmenr finaacial iaput

aparit from
AL without

-2
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The Board has harmoniously dealt with and acted in comsultation with
those recommendations of the Water Resources Commission in regard to
operational and technical matrers as provided under the relevant Act.

Issoe:

In view of the
Irrigation Area,
Governments coatribution toward the Burdekin Dam is WRITTEN OFF” and
submit the foll
particular case.

Industry Commission Draft Report - R2.3 Burdekin River
we refer to the statement: “rthat the Commonwealth

owing to expand on water pricing policy in our

- The Board has negotiated and accepted in good Ffaith, "Water

Allocation”
to the Boa
Council.

- The Board
Falls Dam St
reflect Capi
relative to

based on Water Resources Commission data. Amendment
rds Ovrder in Council is presently before Executive

accepts charges for regulated flow from the Burdekin
orage, however considers that these charges should not
tal Contribution for works downstream of the Dam

the Burdekin River Irrigation Area ot ancillary

schemes such as the Townsville ~ Water Supply, as current

methodology

Sowmaxy:

We assert

would confirm. -

that the riparian rate per megalitre to the Board as a Bulk

User sheuld only reflect operations and maintenance of the Dam Storage

release and

consider that the Pricing Policy under review should seek

that equity retrospective to conception, with due regard to the waiver
of capital contribution toward the cost of the Burdekin Falls Dam.

We contend that
review as the outcome of projected revenue from water sales wmay very
well affect the Ffipal review analysis.

Yours faithfully,
South Burdekin Water Board

o )
1L G

,

it is appropriate to include this matter under your

S.UB.

CAMER - Chai

rman
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Attachment 4

PROPOSAL FOR LOCAL MANAGEMENT
OF WATER IN THE BURDEKIN

Submission to Government

Prepared By

Burdekin Interim Local Management Committee

Draft : 29 June, 2000
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1. PURPOSE

The Burdekin Interim Local Management Committee (see ILMC) has evaluated the
commercial viability and practicality of delivering responsibility for water services in
the Burdekin to a local management entity. It is now seeking in principle approval to
proceed with the establishment of a Category 1 Water Board as currently proposed
under the Exposure Draft Water (Statutory Authorities) Bill.

This proposal sets out the policy background to the request, the benefits that accrue to
local management, the proposal structure and the commercial viability of the proposed
new entity. These findings provide a sound foundation and framework for the
continued development and implementation of local management in the Burdekin.

29 June 2000 Burdekin Interim Local Management Committee : Submission to Government
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2. BACKGROUND

The distribution and management of irrigation water systems across Australia has
undergone substantial change over the past decade. Key changes have included:

e devolution of management responsibility and accountability to local entities;

o greater focus on customer service levels and responsiveness to customer needs;
e amore commercial and efficient delivery of water services;

e development of comprehensive regulatory and licensing regimes; and

e greater focus on resource sustainability and more efficient water use — aided by the
specification of property rights for water, development of market and trading
structures and attention to delivery system and on-farm water use efficiencies.

The Queensland Government is now completing an extensive process of legislative
reform covering:

e water allocation and management framework;
e operational regulation of water service providers;
e governance requirements for public sector water providers; and

e atransparent and co-ordinated framework for water supply planning.

These reforms are consistent with the Strategic Framework for Water Reform and
Competition Principles Agreement.

Consistent with the national and state reform agenda, the Burdekin ILMC
commissioned Marsden Jacob Associates to assess the feasibility and practicality of
locally-based management structures.

Benefits of Local Management

The findings of that study (refer Attachment A) have demonstrated to the ILMC that
local management is not only financially sustainable, but produces a wide range of
benefits which flow not only to the direct beneficiaries of the scheme but also to the
local region and the state more generally.

Not only has local management been successfully introduced across Australia over the
past decade, it has produced sharply better results and performance compared with the
previous centralised government run models. The benefits of local management of the
Burdekin for Queensland are outlined below. A

29 June 2000 Burdekin Interim Local Management Committee : Submission to Government
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Policy and Regulatory
Moving to local management in the Burdekin will:

e assist Queensland to meet one of the key water reform requirements agreed under
National Competition Policy. This will help ensure that Queensland receives its full
productivity dividend payment from the Commonwealth;

o ensure full cost recovery from users without recourse to Government funding;
e remove cross-subsidies between the Burdekin and other schemes;

e allow improved tariffs and pricing which will reduce business risks and provide
incentives for improved water use efficiency at both farm and system levels;

e ensure full application of the more stringent regulatory framework of the proposed
new water legislation. This will provide for enhanced transparency and
accountability compared with previous practices or a centrally-managed entity.

Regional Benefits

Local management provides for a focus on delivering improved outcomes for the region
will:

e build on regional initiatives already being implemented such as the National
Resource Management Strategy for the Burdekin-Bowen Floodplain;

e target operational efficiencies in order to reduce losses and achieve better asset
utilisation whilst minimising the demands on the region’s water resources;

e build on proven skills and capability for efficient and sustainable management of
the water resource within the region:

— the Townsville-Thuringowa Water Board which recently won an international
award for management.

— the proposed local management structure also builds on the successful and
sustained management record shown by the North and South Burdekin Water
Boards. These locally managed boards have provided and managed sustainable
groundwater resources to irrigators and urban communities over the past 35
years.

Local management will look to source skills and services from the region thereby
assisting in the development of diversified and vibrant regional communities. In
particular, the new entity would utilise the skills and experience ofexisitng local . * :
staff; and

e  assist in providing a co-ordinated input to the future development of water resources
within the Burdekin catchment.

29 June 2000 Burdekin Interim Local Management Committee : Submission to Government
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Customer Benefits

Local management of irrigation schemes has been successfully implemented in other
states over the past decade. This experience has demonstrated that under local
management there is a much stronger customer focus. As a result:

e customers gain a better understanding of the relationship between levels of service
and price. In some cases, irrigators have chosen to reduce service levels. In other
cases, they have elected to pay more to achieve superior levels of service;

e users develop a sense of ownership and price in the performance of the business.
Price increases previously impossible to achieve have been accepted and argued for
— rather than opposed;

e peer pressure is used to ensure customers co-operate with initiatives to improve
system performance and environmental outcomes;

e under local management, users have direct inputs to key decision making,
especially in regard to operational and service issues, asset maintenance and
refurbishment priorities;

e a co-operative approach develops to business planning and agreement on ways to
improve performance. Such approaches are difficult to achieve with more
centralised structures;

e customers understand the need for sustainability in a local context; and

e users will support improved environmental initiatives that are negotiated and
developed locally, rather than imposed centrally from Brisbane or Canberra.

Management Benefits

Local management produces numerous benefits to the manner in which schemes are
managed. In particular, local management:

e provides greater transparency of activities and costs to local customers and users of
the water resources within the region;

e leads to innovation. Knowledge and skills are unlocked, leading to new and
innovative ways of solving local problems in areas such as system operation,
maintenance practices and asset management and refurbishment;

e leads to more direct and accountable relationships with customers. Management
performance is more transparent, leading to improved accountability and therefore
performance outcomes;

e facilitates agreement among board, management and customer representatives on
the objectives and issues confronting the local entity and the strategies needed to
overcome those issues. Local management allows customer representatives to
promote and defend those strategies within their local communities; and

29 June 2000 Burdekin Interim Local Management Committee :  Submission to Government
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e enables the development of management information systems tailored to the precise
requirements of the local situation. This leads to improved decision making,
improved operational efficiencies and practices, improved staff morale and
improved customer satisfaction.

29 June 2000 Burdekin Interim Local Management Committee : Submission to Government
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3. PROPOSED STRUCTURE

Following consideration of a number of options, the ILMC favours anintegrated entity
responsible for both the bulk and retail functions. Such a structure achieves an
integrated business approach and economies in operational costs.

Whilst the entity would be an integrated business, there would be clear functional
separation of the bulk and retail businesses through the Chart of Accounts. This would
also entail separate:

e operational performance plans;
e business and corporate plans;
e reporting against separately identified performance measures; and

e transparent pricing for the two functions.

The new entity would be formed as aCategory 1 water board under the proposed new
Act. A seven person would be established comprising part representative, part skills-
based directors. It is envisaged that four directors would be nominated from the four
major user groups, viz:

. Townsville-Thuringow& Water Board
e  North Burdekin Water Board
¢ South Burdekin Water Board

e Burdekin-River Irrigation Area.

Additionally, three directors would be selected having demonstrable skills and
experience in one or more of the following areas:

e corporate governance, legal and major board experience;
e commercial/financial;

e engineering and water industry;

e community leadership; and

e regional development.

The selection of all directors would be made against developed criteria which would be
agreed with the Minister prior to nominations being called. The selection process
would be overseen by an independent but regionally-based recruitment/human resource
consultant. The proposed structure of the integrated local management entity is
illustrated in Chart 1.

29 June 2000 Burdekin Interim Local Management Committee : Submission to Government
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The board of the new local entity would be assisted in policy development and
operational issues through two Customer Service Committees (CSC). One CSC

would be responsible for the bulk water function and the other for the retail (ie., channel
water distribution) function. The composition of each would differ with the bulk Water
CSC compgsing representatives from the major customer groups — Townsville
Thuringowegr, North Burdekin and South Burdekin Water Boards, channel irrigators and
urban customers.

By comparison, the Retail CSC would comprise representatives from each area of the
BRIA.

The function and responsibilities of the CSCs are summarised in Chart 2.

29 June 2000 Burdekin Interim Local Management Committee . Submission to Government
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CHART 2 : OPERATION OF CUSTOMER SERVICES COMMITTEES

FUNCTION AND RESPONSIBILITIES

Role

To provide guidance and support to the management and board of the Water Board in their quest to provide

transparent, accountable, sustainable water services to the customers of the Burdekin River system.

Critical to the performance of the Customer Services Committees will be the completion of the Customer

Services Agreement covering:

Service standards

Pricing policy

Responsibilities of the Board

Responsibilities of customers

Performance Criteria

* Annual approval of customer service agreement by customer services committee prior to commencement
of next irrigation season.

* Annual approval of customer service agreement by Board prior to commencement of next irrigation
season.

MEMBERSHIP OF CUSTOMER SERVICES COMMITTEES

= [rrigators should elect members of irrigation customer services committees.

* The members of those committees should elect the chairperson and deputy chairperson of the customer
services committees.

* Members may be appointed by the organisations that they represent (eg. other water boards)

OPERATIONS

Meetings

= The customer services committees will meet as required.

* Secretarial support to the committees will be provided as needed by the Board.

* Committee members elected by customers will be paid session fees by the Board for their attendance at
meetings.

Management Involvement

* The Operations & Maintenance Manager will attend all meetings of the committees unless a committee
requests that management not attend a meeting.

* Other senior management will attend customer services committee meetings as required.

* Management of the Board will undertake to provide support and information to the customer services
committees as required. Management will be accountable and ethical in their dealings with customer
representatives and will seek at all times to develop and promote customer understanding and support for
the business.

Access to the Board

* At least one meeting between Board members and customer services committee members will take place
each year.

* Any concerns with the proposed customer services agreement, including proposed prices, should be
discussed at this meeting.

* The chairman of the customer services committee will be able to call the chairman of the Board of the
Board on matters of concern to the customer services committee and request meetings as required.

EVOLUTION OF WATER SERVICES COMMITTEES

* Experience with other organisations has demonstrated that it takes time for relationships to develop
between management and customers.

= The open exchange of information appears to be the critical factor in establishing and maintaining
successful relationships. As customer representatives gain more confidence in management an
atmosphere of trust and mutual support develops. This mutual respect underpins the further evolution
and development of customer services committees.

Induction programs for new water services committee members can be useful as well as access to basic
training in matters such as finance and corporate governance.

29 June 2000 Burdekin Interim Local Management Committee :  Submission to Government

South Burdekin Water Board
Burdekin Haughton Water Supply Scheme — Assessment of Pricing Matters
Page 40 of 76




- Page 10

4. FINANCIAL ASSESSMENT

As a pre-requisite for delivering responsibility and accountability to a local entity,
existing customers and prospective directors, management and staff must have a
reasonable knowledge and understanding of the business risks faced and the capability
of the entity to remain commercially viable over the long term. Naturally, the
Queensland Government also requires assurance on the long-term viability of the
scheme as well as the maintenance/enhancement of the scheme's physical and
environmental integrity.

For the purpose of assessing whether local management is cost effective, long term
financial sustainability encompasses:

e the maintenance of positive cash reserves with no extended or significant period of
net cash deficit for the entity(s);

e the maintenance of the capital stock through new capital expenditure, on-going
refurbishment and maintenance expenditures and, importantly, adequate allowance
for;

¢ monitoring and reporting on the condition of assets and the development of
comprehensive asset management programs.

Detailed, long-term cash flow analyses (refer appendices to attached report) were
undertaken for the bulk water and retail functions. A cornerstone of the financial
analyses was the adoption of conservative assumptions. These are detailed in the
attached report, but include:

e bulk water pricing based on the operation of the Burdekin Falls Dam and Clare
Weir with the pricing of channel water based on all assets within BRIA including
the pump stations;

e costs and revenues associated with the provision of water services to towns
excluded. However, costs associated with maintaining recreational facilities
included but with no off-setting revenues;

e operation and maintenance costs based on average of the previous two years with
no assumed changes in productivity;

e changes to the tariff structures. The bulk charge is in the form of a fixed charge per
ML of normal allocation with penalty payments for water used above allocation. A
two part tariff is proposed for channel water with a penalty charge for water used
above normal allocations;

e incorporation of competitive neutrality charges including income and payroll taxes,
Workcover expenses and margin on borrowings reflecting a performance dividend
payable to Queensland Treasury Corporation;

o transfer of assets at current book values ie., written down replacement costs; and
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e atotal annual operating budget of $7.71 million.

4.1. RESULTS - BULK WATER

Under the base case assumptions, a bulk water price of $1.55 per ML of normal
allocation is consistent with commercial viability. This is substantially less than the
current price of $12.40 per ML (full allocation) currently charged. This reflects the
more appropriate alignment of the costs associated with the bulk water function.

Scenario analyses demonstrated that prices would remain below $3 per ML for
substantial variations in assumptions regarding maintenance costs and charges in the
assured allocations for T-TWB. Chart 3 summarises the outcomes of these analyses.

CHART 3 : SUMMARY OF SENSITIVITY ANALYSES ON BULK WATER PRICE

TOTAL NOMINAL INTEGRATED WATER

SCENARIO ALLOCATION BUSINESS MODEL
$ PER ML
ML

1. Base Case 516,892 1.55

2. Additional $300K Maintenance Costs 516,892 2.15

3. 96,000 ML Allocation for 492,892 1.60
T-TWB

4. 10,000 ML Allocation for 406,892 1.95
T-TWB

5. 10,000 ML Allocation plus $300k 406,892 2.70
additional costs

In addition, the effect of a major asset failure, eg. the complete failure and reinstatement
of the Clare Weir (in year 5), on the bulk water price was examined. The effect of this
was to increase the price by around $2.80 per ML for a 20 year period — a price increase
judged to be well within the capability of current users.

4.2. RESULTS - CHANNEL WATER

Under the base case assumptions, an access charge of $14.65 per ML of normal
allocation and a usage charge of $8.37 per ML is consistent with commercial viability.
The total charge assuming (100% of allocation is used) is estimated at $24.57 per ML.
This compares with a current price of $39.10 per ML — a saving of 37%.

As for bulk water, a range of scenario analyses were undertaken to assess the impact of:

e increased annual maintenance costs;
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¢ major asset refurbishment due to a natural disaster such as cyclone/flood damage;
and

e reductions in the allocation to T-TWB.

on prices and the commercial viability of the proposed local management entity. Again
this demonstrates that even under these extreme scenarios, the resultant price is
substantially below the current price and below that specified by the Efficient Price
Path.

Importantly, the proposed tariff structure mitigates the business risk associated with
volatile sales due to seasonal conditions and or resource availability. This reduction in
business risk represents a major improvement on the current tariff structure in that it
more appropriately aligns costs with the main business functions whilst minimising
business risk. Moreover, these benefits are achieved whilst fully meeting COAG/NCP
objectives of promoting trade and efficient water use.

CHART 4 : SUMMARY OF DISTRIBUTION CHARGES

EFFECTIVE ACCESS VOLUMETRIC
SCENARIO NOMINAL CHARGE CHARGE
ALLOCATION
(ML) (S PERML) ($ PERML)
1. Base Case 369,492 14.65 8.37
2. $300K increase in annual 369,492 15.45 8.37
maintenance
3. $5.5 million asset failure 369,492 15.10 8.37
4. No T-TWB allocation 303,492 17.85 8.37
5. No T-TWB allocation and 303,492 18.85 8.37
$300K additional costs

4.3. CONCLUSIONS

The financial assessment clearly demonstrates that a regional entity would be able to
deliver bulk and retail water services to customers with a substantially more efficient
cost structure than currently prevails. Moreover, the improved accountability will drive
on-going efficiency improvements and benefits in terms of customer service.

Importantly, the commercial viability of both the bulk water and retail water functions
remains strong even with major changes in assumptions and in the face of major
catastrophic events. The proposed tariff structure mitigates the business risk associated
with volatile sales due to seasonal conditions. This reduction in business risk represents
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a major advance on the current structure. Moreover, it can be achieved whilst meeting
COAG/NCP objectives relating to the promotion of trade and efficient water use.

Whilst cost is an important concern to local users, local management delivers significant
benefits compared with a centrally-managed water business. The more important of
these include:

e assist Queensland to meet one of the key water reform requirements agreed under
National Competition Policy. This will help ensure that Queensland receives its full
productivity dividend payment from the Commonwealth;

e target operational efficiencies in order to reduce losses and achieve better asset
utilisation whilst minimising the demands on the region’s water resources;

* build on proven skills and capability for efficient dnd sustainable management of
the water resource within the region. This includes skills and experience inherent in
the three water boards — Townsville-Thuringowa, North Burdekin and South
Burdekin — as well as local staff based in the Burdekin;

* provides greater transparency of activities and costs to local customers and users of
the water resources within the region;

¢ leads to innovation. Knowledge and skills are unlocked, leading to new and
innovative ways of solving local problems in areas such as system operation,
maintenance practices and asset management and refurbishment;

® peer pressure is used to ensure customers co-operate with initiatives to improve
system performance and environmental outcomes;

* under local management, users have direct inputs to key decision making,
especially in regard to operational and service issues, asset maintenance and
refurbishment priorities;

¢ users develop a sense of ownership and price in the performance of the business.
Price increases previously impossible to achieve have been accepted and argued for
— rather than opposed; and

* enables the development of management information systems tailored to the precise
requirements of the local situation. This leads to improved decision making,
improved operational efficiencies and practices, improved staff morale and
improved customer satisfaction.
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5.  RECOMMENDATIONS

The Burdekin ILMC is seeking:

¢ in principle Government support for the concept of local management and the
emerging interest in local management among regional communities;

* Ministerial support to facilitate the development and implementation of a
Category 1 Water Board in the Burdekin. The Water Board would be responsible
for the delivery of both the bulk and retail water functions; and

o development of appropriate cost sharing arrangements to facilitate implementation

of local management.
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Queensland
Government

SHAREHOLDING MINISTERS FOR

SUNWATER
Our Reference: T0003502 /70003215

- § NOV 2000

Mr R McNee

Chair

Burdekin District ILMC
C/O PO Box 933

AYR QLD 4807

Dear Mr McNee

Thank you for your letter dated 2 August 2000 regarding your Interim Local Management
Committee’s (ILMC) interest in a local management proposal for your irrigation area's water
delivery and your letter dated 17 July 2000 enclosing a report from your ILMC entitled Proposal
Jor Local Management of Water in the Burdekin. We apologise for the delay in replying.

As you would be aware, we recently assumed shareholding Minister responsibilities for
SunWater, ie. the Gavernment Owned Corporation successor of State Water Projects (SWP),
Corporatisation occurred following the enactment of the Water Bill 2000.

SunWater’s Corporatisation Charter requires the SunWater Board to consider local management
for a period of nine (9) months following the corporatisation of SWP, Local management
proposals will be accepted during that period for consideration by Government in due course and
on a case by case basis. However, the Corporatisation Charter also allows the SunWater Board to
present a case for the retention of any scheme under the same terms and conditions available to
potential user managers,

It is clearly too early for SunWater to be given the opportunity to present such a case. We would
expect this to be more realistic once the new Board has been in existence for a reasonable period
and has had the opportunity to “find its fect™,

‘The Hon, David J. Hamll MLA, Tressurar The Hon. Rod Wetford MLA Minisiter for Environment and Heritage
Res
Lavel 9, Exacutive Buliding and Minister for Natural Rasources
100 George Sireat, Brisbane 13th Floor Minersi Mouse
GPO Box 811, Brisbans 81 George Street, Brisbane.
' @ £0 Bax 456, Brisbans Albert Strext
s B
ophons ¢
Facsimile +617 3220 0842 Telephone +817 3806 3638

Facsimila +617 3210 8214
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In the meantime, our departments are happy to review any proposal you wish to put forward in this
regard. The criteria set out in the Corporatisation Charter will be considered during this process. They
include:

a) there will be a clear and unequivocal improvement in the long term financial viability of the
scheme;

b) user management of individual irvigation schemes will have no adverse financial impacts for the
State Government;

¢) the user mamgcrﬁ aceept responsibility for asset maintenance and refurbishment;

d) the user managers accept that they are responsible 10 comply fully with the regulatory framework
for the water industry including but not limited to:

¢ Water Resource Plans, Resource Operations Plans and other resource management
regulatory instruments;

¢ Warks approvals and control through the Integrated Planning Act; and

¢ Service provider obligations including Strategic Asset Management Plans, customer
service standards and, where relevant, dam safety provisions.

e) user managers must provide sufficient information to shareholding Ministers to demonstrate that
water prices under user management are to be at levels that achieve, at least, minimum financial
viability.

It is not considered appropriate for the Govenment to provide prescriptive guidelines for submission
of proposals but the above criteria should be considered during proposal preparation. Clarification or
additional information will be requested from [LMCs where necessary.

The decision for user management rests with the shareholding Ministers (and ultimately Cabinet) who
would take account of the conditions above, as well as wider community, regional, financial,
economic, social and environmental considerations and the strategic interests of the State. The terms
and conditions (including financial cansideration where relevant) of any local management proposals
will be considered on a case-by-case basis.

In the meantime, we are advised that our officers (and those of other relevant departments) have had
the opportunity to review your ILMC's report. It is our understanding that the Director-General of the
Department of Natural Resources is to write to you shortly on behalf of each of these agencies
requesting clarification on a number of aspects of your committee’s proposal.

It is suggested that the ILMC also give consideration to the role of Customer Councils, which are also
prescribed in the Corporatisation Charter, and the possibility of using them to achieve similar results.
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Following your response to the issues raised in the Dircctor-General’s letter we would be pleased to
discuss your committee’s proposal in more detail.

Yours sincerely
. : \
ggbavid Hamill MLA Hon Rod Wel% %
Treasurer and Member for Ipswich Minister for Environment and Heritage and

Minister for Natural Resources
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Amthor Graham Poarcoy
Dircctorsts / Unil Water Reform Unil
Thone cxvansion (07) 3406 2185

«Title» «FirstName» «Surnamen
«ILMC»

«Addressl»

«Address2»

«Town» «Staten «PostCodexn

Dear «Titley «Surname»

]

4 T

—a
~

L P00

1 am now able to advise you that the price path prices for irfigation water in the Burdekin
Lrigation Arca have been finalised. The prices initially proposed have been refined to allow as
much as possible for the issues identified by the Water Reform Unit in consultation with your
group, whilst aiso addressing Council of Australian Governments lower bound cost recovery

criteria,

Since the last consultation with your Committee, the price paths have been modified. The Part A
and B charges for both the Burdekin River and Burdekin Channel users were smoothed by
rounding the figures and the Part A charge was made divisible by four for ease of quarterly
billing requirements. The price paths, approved by Government, are attached.

1 can also advise you that as part of the pricing determination, Goverament has approved an
adjustment of the timeframes for user groups to lodge submissions conceming local

management.

Whilst the initial nine-month local management interest period has been retained, Government
has decided schemes will now be able to exXpress interest during the fourth year as well as during

the fifth year pricing period.

Mireral House

Level 13

41 Georga St Brisbane Qid 4000
GPQ Box 2454 Brisbane
Queensland 4001 Austraita
Telephone + 517 3896 3686
Facsimile + 61 7 2224 2605
Website www dne gid.gov.au
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In fioalising these price paths we have passed an important milestone in the water reform
Pprocess, providing an equitable revenue basis for the newly corporatised State Water Projects,
This will provide SunWater, as the corporation is now known, with a stable starting point from
which it can develop new products and deliver the vital performancs improvements envisaged by

the Government.

At the same time the Govemment is giving a high priority to progressing the water resource
planning process, which now have a statutory basis under the Wazer Act 2000. Thanks to careful

certainty underpinned by new service standards and efficiency. Ultimately, they will also provide

a critical mainstay for ensuring
whom they are so important.

sustainability for our river systems and the communites for

U would like to take this opportunity to thank you and your Commitce members for your
constructive inputs during this process. Please feel free to contact Mr Graham Pearcey on phone
(07) 3406 2185 should you have agy queries concemning this determination,

Yours sincerety

Terry Hogan
Dircctor-General

Department of Natural Resources
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Water Act 2000
RURAL WATER PRICING DIRECTION NOTICE (No 01) 2000

Short title

1. This notics may be cited as the Rural Water Pricing Direction Notice (No 01) 2000.

Minister’s and Truasurer’s power to give joint direction to corpuratised eatity {1.1120 of the Aci]

2. New pricing arrangements jointly determined for the supply, by SunWater, of rural imigation water are set out in the
edule.

3. Subject to on aunual CPI (Brisbage all groups index) udjusun:zt.ﬂ::chmguinmcmh:dukmlhnpdmtmmybc
charged by SunWater for enh megulitre of Walr towunds reeovery of the cost of providing rurul irigation waler in cach water
supply projecl.

4. The Schedule w this direction—

(3)  incolumn 1, idemifies the watar supply project ta which this direction apples;
(b)  in column 2, idemifies the charging components ta be Daid by a water entitlement hoider in the
water supply project opposite in cohamn 1;

(&)  incolumns3 to 7 esablishes a 5 year price path, or in columns 3 to 3 estublishes u 6 yeeur price
path , or in columns 3 to § establishes a 7 year price path for cach water supply project identiiied
in column |; and

(€)  incalumn 3, the charges for the period 2000-01 apply from | Octaber 2000 1o 30 June 2001,

(&)  in columns 4 t0 9, the charges for the period indicated apply from 1 July in the first year
mentioned to 30 June the following year.

§. The charging components in column 2 comprise a—
1. Part A charge payable for each megalitre of water exmtitlement; and
2. Pun B charge payabic for cach megalitre of water uscd under the water entitlement.

6. The charges in the schedule can be adjusted by SunWater when:

()  morc infomnation besomes availsble or a chunge in circumstamces occurs that Jjustlics
modificutions (o chursey; imd

(b)  there iz support Ly the Customer Councils which Will be formsd us required under the
Corparatisation Charter for SunWater; and

(¢)  lbere is 30 inereasc in the Cammunity Service Obligation funding required from the Government.

7. The following charges apply for the supply of rural irrigation watcr from a regulated section of the Bowen River or Broken
River: Part A: $3.00; Pant B: $10.55. These charges will #pply until the Governmer: determines new pricing arrangements in
this project. .

3. The following charges apply for the supply of rursl irigution weler from ground watcr in the Callide Vailey ground water area
or from surface water: Purt A: $1.00; Purt B: $15.05. These churges will upply until the Govemnment, determines new pricing
arrangements in this project.

9. Tae following charges apply for the supply of rural imigaticn waler from Glady’s Lageon in the Burdekin Watcr Supply
Project: up to natural yield - $0.00; other thun from nuturul yietd - Purt A: 35.60; Purt B: $33.50. Thesc charges will apply
untl the Govemment detemines new priving soogenents in Giy wwea,

SCHEDULE

F
Barker Barnmbah Part A - 7.0 9.00 10.00 11.00 11.00
Redpare
Ralit
2atA- 5.60 3.00 920 11.00 11.60
Regulatedd
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Bundaberg Channel or | Part A 5.18 5.le 5.16 316 3.16
Wulreourse
supplemented by a
(tnterim)!
Put B 36.80 37.80 39.60 41.50 44 .00
Bundaberg Channcl or | Purt A 9.76 15.00 26.84 28.00 29.60
watarcaurse
supplemented by a
channe! (Final)!
Purt 3 30.70 27.40 17.10 18.60 19.50
Bundaberg River Put A 3.l 5.16 5.16 5.6 5.16
(Interim)'
Put B 920 9.20 9.20 9.20 929
Bundaberg River Part A 8.40 ! 8.40 8.40 8.40 8.40
(Fimaly l
Part 3 4.85 | 483 4.85 4.85 4.85
Bundekin Channei Part A 24.00 24.00 23.40 23.00 23.00
Part B 12.00 12.00 11.60 1140 11,40
Burdekin River Pat A 7.60 7.60 71.50 7.60 7.60
Purt B 4.1 4.10 4.10 4.10 4.1
Burdeldn (Othery* Purt A 2.00 12.00 11.70 11.50 11.50
Purt B 6.00 6.00 6.00 5.7 5.70
Caatrul Lockyer Part A 6.00 8.00 10.00 12.00 13.00
— Part B 4.30 3.00 | 5.65 6.35 9.90
Chinchilla Weir Part A .40 | 1020 12.00 13.80 14.50
Pant B 6.10 7.20 3.60 9.80 1040
Cunnamulia Pun A .60 | 10.50 10.50 10.30 10.50
Purt B 4.55 5.00 5.00 5.00 5.00
Dawscn Chaancl Purt A i 19.50 24.00 26.75 29.00 31.00
Purt B 15.30 14.50 16.50 17.50 19.00
Dawsan Regulated Pact A 620 6.60 7.00 7.40 7.60
Section
Pat B 720 7.40 7.75 7.80 7.80
Duwson Regulated Part A 0.00 Q.00 0.00 0.00 0.00
Scotion
(Glebe Weir Reservoir) | Part B 3.00 5.00 3.00 .00 5.00
Emeruld Chuanei Part A 1520 § 16.50 16.50 16.60 16.60
Pat B 10.70 | 8.90 | 3.90 3.90 3.90
Emeruid Regulated PutA 6.16 | 6.16 6.16 6.16 6.16
Scction J ! }

! The churges for (e Bundaberz Water Sapply Project camprisc “interim” wnd Gl churzes [or both the tiver and channel
sections. The “inbeim” chacges will apply until SunWater is able (o announcs 100% allocation ut Lhe beginning of say waler yeur.
At that time, the charges paid by users will bhe equal to the previous year's charges of the “fnal” churges [or the remsinder of the
price path. The “interim™ churgey wiil no longer apply.

* The charges apply to water from Giru Ground Wuler Aren, 0 Wulercourse supplemented fromn Fiaughton Main Channel, and
Reedbeds rc-lifl. :

3 Until interim water allocstians in be Centrul Lockyes aee sswblished, the water price per megalitre used wil! be the sum of Part A
and Part B charges.
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3.75 3.7
Elon Part A 13.00 16.00 20.00 24.00 26.80
Puart 3 24.00 20.30 A 18.05 17.75
Lower Lockyer Purt /A 6.00 .00 00 12.00 14.00
Purt 3 11.20 12.30 3.30 14.30 15.30
Lower Mary River Part A 372 72 72 872 372
(Tinsoa Bagrage and
Teddington Weir)
Part 3 3.10 4.10 8.10 310 8.10
Lower Mary River Part A 740 7.40 7.40 7.40 740
(Mary Barruge)
| Pt B .90 .90 6.20 6,90 4.90
Maranoa Puxt A .00 .00 9.00 0.00 12.00
Part 3 .63 50 10.00 1.50 12.00
Marceba Channef” Puct A - 16.00 1740 13.00 8.10 20.50
Qutidde u
re-lift imen
up tg
100ML
PartA- 11.00 12.00 12.20 1220 14.00
Cuside a
re-lift areq
100-S0UML
PatA - 11.00 12.00 1220 1220 13.30
Qutsidc a
re-lifl urea
over SOOML,
Put A~ 18.00 18.20 18.30 18.50 19.00
Ralift
Part |3~ 15.50 16.20 16.40 16.70 18.00
Qutside a
re-lift area
up to
100ML
Purt B - 13.50 14.28 14.40 14.70 16.00
Oulgide 3
-l sy
100-300ML
PutB - 10,00 10.50 10.70 10.90 1130
Quiside u
oelift aren
over SO0ML
Pt B - 24.00 24.00 24,00 24,00 25.00
| Relilt
Marccba Rivert Put A - 11.70 11.60 11.40 11.20 11.00
Supplenen.
ted Streumy
and Wulsh
River
Part A - 7.00 7.00 6.30 6.30 6.30
Tinarno/
Barron

* For both Mareeba Channel and Marccby River an access churge of 3397.65 is additionul to the Purt A and Purt B cituryes listed in
the Schedule,
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John Goleby Weir Purt A 9.60 12.00 15.00 16.00 17.00
Put B 4,40 5.55 6.35 7.80 8.05
Lower Mary Channel | Part A 10.40 18.00 20.4¢ 2540 25.40
PxtB 20.00 20.00 20.00 20.00 20.00
Macintyre Brook PatA 6.00 3.00 9.00 10.00 11.00
PartB 7.15 8.15 §.15 10.15 10.90
Upper Condamine Part A 10.00 12.7 14.10 1540 17.00
(Nortz Brunch)
Partid 11,90 12.45 13.05 13.60 14.20 15.80
Upper Condumine Parta 10.00 12.75 14.10 15.40 17.00 19.00
(Sundy Creek or
Condumine River)
Part 3 4.90 5.45 808 6.60 720 3.40
SEVEN YEAR PRICE PATHS
Bayne River PartA 5.00 740 9.20 11.00 13.20 14.90 1540
PatB 9.00 9.00 9.00 $.00 9.00 9.00 9.00
Logun River (including | Part A 9.80 9.80 12.00 14.30 16.40 18.50 20.40
regulated section of
Burnet: Creek)
Part B 7.10 7.10 3.60 10.20 1170 13.10 14.55
Warill Valley Pt A 8.00 8.00 11.50 13.60 15.40 17.30 17.90
Cambined
Supplemented
Reguluted Section
Part 3 6.50 6.50 7.50 8.50 10.20 11.45 11.580
ENDNOTES

1. Published in the Gazette on 6 October 2000,
2. Not requared to be Iuid betore the Lagisiative Assembly.
3. The administering agency is the Department of Natural Resourccs.
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— S i o et Telephone (07) 4782 1703
_.GROUND WATER REPLENISHMENT Sl

Fax (07) 47822039
E-mail sbwb@bigpond.com

South Burdekin Water Board

28 Ninth Street, PO Box 3 76, Home Hill. N.Q. 4806

Reference: WCL:BRB:3442

30 November 2000

Mr T Hogan

Director General

Department of Natural Resources
PO Box 2454

Brisbane QId 4001

Dear Mr Hogan

[ refer to your recent letter advising price path charges for irrigation water in the
Burdekin Irrigation Area approved by Government.

In response, I take this as an opportunity to formally object to both the price and
tariff structure of water from the Burdekin River on behalf of my Board!

Undoubtedly you are aware from our previous meeting in Brisbane when "Proposal
for Local Management of Water in the Burdekin" was submitted to Government for
consideration that extensive consultation by both the Water Reform Unit and
Consultant's Marsden Jacobs had taken place to evaluate the cost of water in the
Burdekin. [ respectfully refer you to that submission and in particular the Bulk
Water Price. We have confidence that independent assessment is thorough and
well researched. It is therefore both alarming and of concern that such a huge
discrepancy should exist between recommended $3.00 per megalitre for the
Autonomous Entity Option and $11.70 now imposed under price path charges.
Furthermore, the proportion of Part A charge provides no incentive toward
encouraging water use efficiencies, simply because the major part of water price is
paid before it is used.

Unfortunately, despite numerous representations made by this Board since
completion of Stage | of the Burdekin Falls Dam through what is understood to be
correct avenues of procedure, this outcome is extremely disappointing to say the
feast!

More recently, it is now most obvious to my Board from release of these water
charges, that despite genuine and dedicated input effort of considerable time and
expense through various committee structures toward water reform process, the
cost of Burdekin River water still remains an extremely contentious issue.

To place things in perspective, the South Burdekin Water Board as a body
corporate is responsible for its own pumping costs from the Burdekin River, and
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its Water Area is not part of the Burdekin River Irrigation Area currently
administered by the Government Owned Corporation — Sunwater. Therefore we
consider that no part of any cost associated with delivery and distribution of
irrigation water to the Burdekin River Irrigation Area should be included in the
Bulk Water or Burdekin River Water Charge. More to the point, the Burdekin
River Water Charge should only reflect fair and reasonable cost of effective release
from the Burdekin Falls Dam storage, (which is supported by capital contribution),
to all River Water Users — including Sunwater and environmental requirements!

Finally, South Burdekin Water Area replenishment activities are fully funded by
industry and at no cost to the Queensland Government. The financial return to
Government from agricultural export commodity produced and benefit of natural
resource management surely does not need to be further emphasised before the
flow on effect of excessive water charges adversely impacts industry viability,
water resource sustainability and community well being.

Yours faithfully
South Burdekin Water Board

F—
L7/

LA Rigano
Chairman
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Queensland
Government

Terry Hogan
Director-General

Department of
Author Anita Payne Natural Resources

File/Ref number RRD/450/211(0004)P2 DG 9501/00
Directorate/Unit Water Reform
Phone (07) 3405 6667

-1 JAN 20m

Mr L A Rigano

Chairman

South Burdekin Water Board
PO Box 376

Home Hill QLD 4806

Dear Mr Rigano
Price Paths for Irrigation Water in the Burdekin River Irrigation Area

Thank you for your letter concerning the price paths for irrigation water in the Burdekin
River Irrigation Area.

The development of the price paths for the Burdekin area, in effect only involves a tariff
restructure to accurately reflect the fixed and variable costs of running the scheme. The new
price path structures are designed to deliver 70 percent of revenue from the allocation
charge, with 30 percent being delivered from the water use charge. In fact, the prices per
megalitre for the Burdekin scheme will fall over the life of the price path as a result of the
expected sale of new water allocations in future years.

The cost base for SunWater was assessed by independent consultants Arthur Andersen
which removed any costs that could not be directly associated with the delivery of rural
irrigation water. In fact, only about 55 percent of SunWater’s costs were actually attributable
to its irrigation customers. In addition, these actual costs were not considered to be at best
practice service delivery standards. The price paths for all schemes incorporate net savings of
15 percent that were identified as achievable. The savings, or benchmarked efficiency gains,
prepared by consultants GHD and Ernst and Young have been passed on to irrigators from 1
October 2000, even though it will take until 2003/04 for SunWater to reach the benchmarked
efficient level. In the interim, the Government is funding the difference, which is in the order of
$8 million this financial year.

7 Levei 13 Mineral House

/ ) 41 George Street Brisbane Qld 4000
% . GPO Box 2454 Brisbane
// Queensland 4001 Australia
% Telephone + 617 3896 3686

Facsimile + 617 3224 2605

. cf—(.aé S Website www.dnr.gld.gov.au
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The independent benchmarking of efficient costs has been very robust and the cost levels on
which the price paths are based are considered justifiable. Customer councils will be
established for each water supply scheme and will be provided with better information to
moritor where costs are being incurred. The Councils will provide the Board of SunWater with
an opportunity to negotiate better outcomes where further cost reductions are possible.

I also note that the price paths were developed over a period of 18 months in consultation
with the Burdekin Interim Local Management Committee (ILMC), on which there were
representatives from your Board.

In developing the price paths, careful consideration was given to industry economic conditions
and the potential impacts on irrigators of pricing changes. This was done in order to minimise
any flow on effects of price increases to the irrigation industry.

The South Burdekin Water Board has an allocation of 89,000 megalitre of which

74,000 megalitre is free and another 4000 megalitre for which the Board pays the Part B
charge only. The remaining water is charged at the river tariff. This means that, with the
new tariffs in 2000/01, the Board will be better off by an amount of $18,800 for the
4,000 megalitre. This is good news for the Board.

I trust this information clarifies the situation. Should you have any further inquiries, please
contact Mr Lee Rogers of the Department of Natural Resources on telephone 3224 2411.

Yours sincerely

Rob Freeman
Acting Director-General

Department of Natural Resources Page 2 of 2

South Burdekin Water Board

Burdekin Haughton Water Supply Scheme — Assessment of Pricing Matters
Page 58 of 76




28-AUC-P8B 1&6:39 BURD CANEGROWERS EXEC. 81 T 47834702

Queensland
Government

Mr Terry Hogan

Director-General

Department of
Natural Resources

25 AUG 2

Mr R McNee

Chair

Burdekin Interim Management Committee (ILMC)
¢/- PO Box 933

AYR QLD 4807

Dear Mr McNee
PROPOSAL FOR LOCAL MANAGEMENT OF WATER IN THE BURDEKIN

Thank you for the document submitted in relation to the above issue which was discussed during
our recent meeting. I understand similar meetings were held with representatives of a number of
other agencies. They have agreed this letter can be considered as a joint response.

The present operator of the infrastructure system in the Burdekin River Irrigation Area, State
Water Projects (SWP) is in the process of corporatisation under the Government Owned
Corporations Act 1993. State Water Projects Corporatisation Charter sets out the elements to be -
considered and procedures to be implemented for corporatisation. A set of criteria for local
management (including the time frames to consider proposals such as your own and the right of
the SWP Board to respond) is included in this arrangement.

In view of the above, it will not be possible to formally progress your submission for local
management until the corporatisation of SWP is complete. In the meantime there are & number
of issues raised by the ILMC proposal, which will require further clarification so that your
proposal can be assessed against the criteria in the Charter.

These are:

o Specific explanation and comparison of where the scheme costs under the new entity would
be better than the current level and how this difference is achieved.

o A more detailed explanation of the intentions of the new entity in relation to existing State
Water Projects staff, (field, regional and corporate).

o Whether the ILMC has taken advice on such issues as taxation and possible capital structures
and the results of that advice.

Enquinies to: Lae Rogers General Manager WIPD Your Rel._ Our Ref. DGB373/00
Mineral House, 41 George Street, GPO Box 2454, Brisbane Q 4001
Telephone (07) 3224 2411 Facsimile (07)3224 2245
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¢ Any information that ILMC might have available which would allow comparison of
implementation of user management in other jurisdictions with Queensland circumstances
and in particular to the BRIA,

e Clarification of compliance arrangements with the proposed Warer Act 2000 in relation to
operation as a Category 1 “Water Board”, including the commercialisation requirements
attached to such bodies (eg Minister’s involvement in the commercialisation charter,
appointment of directors, annual performance contracts etc.).

e The role of Customer Councils (as prescribed in in the Corporatisation Charter) under the
ILMC in achieving similar objectives to user management.

Your comments in relation to the above would be appreciated so that initial consideration can be
given to your submission. This will enable the Government to respond on matters which would
need to be addressed by your Committes when a formal submission is lodged based on the
criteria included in the Corporatisation Charter. For your information, a copy of the relevant
sections of the Charter are attached.

Yours sincerely

T Hogan
DIRECTOR-GENERAL

Att

South Burdekin Water Board
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Corporatisation Charter for

State Water Projects

3.3 Business Structure

The corporatised SWP be established as a Statutory GOC with two subsidiaries, Eungella
Water Pipeline Pty Ltd and North West Water Pipeline Pty Ltd.

While the internal governance of the corporatised SWP is essentially an issue for the Board,
the corporatised SWP will be required to report to shareholding Ministers on the following
business activities:

SWP Consolidated;

water supply services;

engineering services; and

operation and maintenance services.

e o u @

The corporatised SWP is also be required to separately report on the performance of the
Eungella Water Pipeline Pty Ltd and North West Water Pipeline Pty Lid,

3.4 Customer Counclls

A corporatised SWP will be required to establish customer councils by within six months of
the date of corporatisation.

The Customer Councils will be established to provide comment and advice to the Board of
the corporatised SWP on the operation of regions and individual schemes. Customer councils
should be given the opportunity to provide input on a range of strategic matters including:

business planning;

negotiation of Customer Service Contracts;

customer service and asset performance standards and asset management plans;

the prioritisation of SWP's asset investment and refurbishment programs for various

schemes;

¢ developing communication strategies and participating in communication between SWP
and customers; and

» other customer service issues that come to the Council’s attention.

» & = @

Consideration will need to be given to the manner in which the Customer Councils are
selected, whether by an election process or through other means.

The Board of the corporatised SWP should have regard to the recommendations of the
Customer Councils to the extent possible consistent with its mission and objectives, including
within the pricing constraints imposed through price paths. However, directors of the
corporatised SWP will not be required to have regard to any recommendations made by
Customer Councils that would require the Board to breach its responsibilities under the GOC
Act or which conflict with the Statement of Corporate Intent agreed by Shareholding
Ministers.

11

.04
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SUBMISSION

TO THE
QUEENSLAND PUBLIC WORKS COMMITTEE
ON

THE BURDEKIN RIVER PROJECT

2P NOVEMBER 2001

South Burdekin Water Board

28 Ninth Street, PO Box 376, Home Hill. N.Q. 4806
Telephone (07) 4782 1703

Fax (07) 47822039

E-mail sbwb@bigpond.com

- GROUND WATER REPLENISHMENT SINCE 1965 )
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BRIEF BACKGROUND

. South Burdekin Water Area is approximately 28,000 hectares

. Location - South side of the Lower Burdekin Delta.

. Part of Lower Burdekin Delta Aquifer Recharge Scheme

*  Established by Queensland Legislation 31 March 1966

¢ Administered by a Statutory Board for Public Benefit

. Industry financed and locally managed at no cost to Government

. Function and Purpose, “to utilise part of the flow of the Burdekin River to replenish
the subterranean Water Supplies of the Southern part of the Burdekin Deita and to
thereby increase the quantity and improve the quality of the supply available from
this source for irrigation, domestic, stock and industrial purposes”.

. Successful operation since inception

. Registered Service Provider under Water Act 2000

¢ South Burdekin Water Area (See attached drawing AP6312)

SBWB RELATIONSHIP TO BURDEXIN RIVER PROJECT

¢ The Burdekin River Imrigation Area borders South Burdekin Water Area on its
Southern and Western Alignments

*  Agricultural Development within the Burdekin Delta provided production basis for
developmental considerations of the Burdekin River Project

. A drive for a more constant supply of river water to service Lower Burdekin
Development gained momentum from South Burdekin Water Board Office during
1970’s. Firstly with Urannah Dam Committee, then Burdekin Water Resources
Development Committee and finally The Townsville Burdekin Regional Water
Committee which successfully convinced the Commonwealth Government in 1979

to finance the Burdekin River Project.

Page 3 of'5
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BENEFIT OF PROJECT

There is no doubt, that since construction of the Burdekin Falls Dam the South Burdekin
Water Board recognizes a benefit to the Burdekin Delta Agquifer Recharge Scheme in
moving from “run of the river” operations to a more constant supply of river water
available throughout the year from one wet season to the next,

Consequently, improved supply of river water has certainly contributed to expansion of
irrigated production within the South Burdekin Water Area since the Burdekin Falls Dam

released water in 1987.

ADVERSE EFFECT OF PROJECT

Unfortunately, I regret to advise on behalf of my Board that a down side to these benefits

exists which is more the issue of Item (£).

The Burdekin River Delta as part of the Barrier Reef Coast is focus for increasing interest
tfrom domestic and international environmental groups, particularly in relation to runoff
of sediment and nutrient. New Water Resource Legislation reflects these environmental
concerns and places increased pressure on all water users from the Burdekin River

Project.

Regulated river water from the Burdekin Catchment via the Burdekin Falls Dam carries a
high level of fine sediment load (turbidity), which adversely impacts and is detrimental to
the Boards aquifer recharge operations. Turbidity clogs riverbed sands, artificial
recharge pits and in channel intrusion areas, and also contributes to silting of natural
lagoons and waterways replenished by the scheme. Furthermore, this fine water borne
sediment has also proved very costly to the Board in maintenance of pumps and water
meters where turbid water connects with moving parts.

Page 4 of 5
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WATER PRICE
In 1992, this Board negotiated Water Allocation from the Burdekin Falls Dam with the
Queensland Governments” Water Resource Department (Now Department of Natural

Resources & Mines), in good faith, based on scheme data and the Projects Charter.

The Board accepts charges for regulated flow from the Burdekin Falls Dam Storage,
however as the cost of the Burdekin Falls Dam was written off by the Commonwealth,
considers that these water charges should not reflect Capital Contribution or any costs for
works downstream of the Dam relative to the Burdekin River Irrigation Area or ancillary

schemes such as Townsville Water Supply.

The Board asserts that the Riparian River Rate per megalitre to the Board as a bulk user

should only reflect “fair and reasonable’ costs of operations and maintenance for Dam

Storage Release.

In conclusion, my Board supports representations made by the Burdekin Shire Council to

have public hearings held in the Burdekin after close of submissions.

Yours faithfully,

’%ULU-VJI"
T —
WC Lowis

Manager

South Burdekin Water Board

Page 5 of 5
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The
Burdekin River Irrigation Are
Committee

141 Young Street
AYR QLD 4307
Telephone: (07) 4783 4800

20" April 2001

PO Box 957
AYR QLD 4807
Fax: (07) 4783 4914

The Honourable Stephen Robertson
Minister Nutural Resources & Mines

QPO Box 456
BRISHANE QLD 4001

Dear Minister

'

I wish to thank you on behalf

of Burdekin Irrigators for taking the time

mect with us to discuss our concerns and for the apen-minded and frank:
approach you brought to those discussions.

We were encour

Customer

irrigator invelvemert and input.

Customer

SunWater, a requircment we foel

cffective.

We appreciated th

Councils

Couincils having a direct

Part A & Part B Tarff of our water

aged by the importance

at you recognized the need

ou altached ‘o the role o
¥

Unk tg the Minister and the Bowrd o

charge and

£
i

and the nced for those Councils to operate witn reg:
You were also prepared to consider

¢

<

is essential if these Councils are to Iy

0 correctly appartion the
the role these tariffs play

in achieving Wat

er Use Efficlency.

Irrigators in the BRIA should be

encouraged to fully

utilize the groundwater supp.y

if we are to preven:
rising groundwater tables and associated sglinity problems,
Minister, the one issue we were unable to resolve at our Mecting was the
fispute between SunWarer and aurselves in relation 1o our current wale:
charges although we both indicated our desire to resolve the issue as
snnn as pessible,

]
We offer the fullowing proposal as & genuine attermpt en onr hehalf o
selie she watar oricing issue,

South Burdekin Water Board
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The components of our Proposal are:

(1) BRIA Irtigators immediately cease all protest action and pay al!
amounts that have been withheld from SunWaler, :

(2] Water charges ir: the Burdekin be capped &t $2/ML above:fuil cost
recavery {lower bound) as indicated by the Water Reform Unit for
the 2001-2002 water year and beyond nrvil such time as alf
schemes in the Siate achieve the Lower Bound.

3

Should the efficient cost of providing water in the Burdekin exceer!
the capped charge, Irrigators agree to pay the agreed | efficien

cost? i

{# Al such time all schemes in the State have achieved the lower
Bound, negotiations mey then take place beiwcen Cevernment,
Water Providers and Irrigators on a State wide basis as to future
water pricing lavels. ‘

We sincerely hopc you will see this as the basis for an acceptable
solution.  There are ather Natural Resource Management issues
Particularly in refution to rising groundwater lables and potertidl salinity
problems in the Burdekin thal we are eager 1o discuss directly with you.
Minister. 1t is cssenual we achleve the right balance | batween
groundwater and channel usc and this could have implics{tion!v for
BunWater or &ny other competitive Water Providers. i

We believe it will Tequire your involvement to achieve a salisfactery
outcome and would welcome the opportunity to discuss this important
matter and our water pricing proposal with vou at the earlfest
opportunity. '

Yours sincerely

RK McNee !
CHAIRMAN

South Burdekin Water Board
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BURDEKINCouncil has lent
its support.to BRIA irrigators
who are challenging sunwater
water prices.

Councillors voted last 'I‘hum i
day to assist.irrigators in their
plight to oppose ‘unjustly’ high

prices by writing letters to the
State Government, the Nation-
al Competition Council and:
other core groups. . - :

They made the decision after
being addressed by BRIA irri-
gators representatives Russ
McNee and David Cox.

Mr McNee called upon:coun-
cillors to support irrigators ‘if
you believe we’ve got just
cause’.

Although irrigators have
been vocal in their protests, Mr

_versely affected

ation,” he said..

_ He predicted
and $3 mxllion was losh to the

‘from- the government M o>

cC nity each: yeary

of the excessive water charges -

imposed by Sunwate ;
He and Mr Cox.told: councﬂ-

lors:Sunwater was a ‘grossly in- -

efficient’ organisation; which

Burdekin irrigators were being-

expected to prop up.....
Mayor John Woods told

councillors he agreed

Sunwater’s overcharge for

Wood’s said. :
Cr Lou Loizou said he be-
lieved Sunwater should be
made to conform with National
Competition Pohcy and reduce:
its water charges in the Burde-

kin.. o

Councﬂlors were told by Mr :
Cox, an investigation by.the’
‘Water Reform: Unit had shown:*
Burdekin irrigators were being’
charged. $39 a megalitre for
water, when the resource could’.
be efficiently delivered to them i
forszsamegautre. 3
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Letters to the Editor.. - :

Letters are ‘misleading’

/

KX JuNE

ADVoC a1

SIR— BRIA irrigators and the Burdekin
community will be concerned that letters
from Sunwater, the Minister for Rural Re-
sources and Mines Stephen Robertson, and
the Member for Burdekin Steve Rodgers
were obviously generated by the same
office and by the same author, despite the
fact they had three individual signatories.

Our response is that all three letters
would have been an excellent, response to
irrigators in schemes which aren't meeting
the full cost of providing irrigation water,
but are hopelessly inadequate in addressing
the concerns of BRIA irrigators who are
paying 30 per cent above the efficient cost of
providing irrigation water in this district.

Burdekin irrigators are subsidising
Sunwater by about $3 million per year and
when that amount is being lost to the
Burdekin community each year, it is incom-
prehensible that our local member would
state that there is no adverse effect on the
Burdekin community.

The statement made in all three letters —
that the State Government, not irrigators,
is funding the difference between current
Sunwater costs and the efficient costs — is
totally incorrect.

Burdekin irrigators are being asked to

{ind the $3 million difference despite assur-
ances to the contrary in government policy
brochures issued to BRIA irrigators.

This is what is at the heart of the dispute.

We can only assume that the letter-
writers do not fully understand the issues
as they relate to the Burdekin or are trying
to confuse the public with misleading state-
ments.

Sunwater’s offer to waive penalty
interest provided withheld payments are
made by June 28 was soundly rejected by
irrigators, just as Sunwater and Minister
Robertson rejected Burdekin irrigators’ of-
fer to pay all withheld monies immediately,
provided water charges were based on ef-
ficient costs for the 2001-2002 water year
and beyond.

The Minister and Sunwater appear de-
termined to selectively extract millions of
dollars each year from the Burdekin com-
munity, with the only justification being
the Minister’s explanation that he was not
prepared to interfere with the Queensiand
Budget’s bottom line.

Local member Steve Rodgers appears
prepared to support this discriminatory ap-
proach,

Sunwater's offer to refine the two-part

tariff structure on a revenue-neutral basis
would require that the Part A and Part B
tariff accurately reflect the efficient fixed
and variable cost of providing water.

This would resolve any dispute between
Sunwater and irrigators.

The Queensland Government makes
much of the fact that it is simply complying
with requirements of National Competition
Policy but, conveniently, forgets to add that
the full efficient costs BRIA irrigators are
prepared to pay fully comply with NCP
guidelines and that the additional charge of
$8 per megalitre is only a requirement of the
State Government and Sunwater.

In normal circumstances, irrigators
would have the right to appeal the unjusti-
fiable charges to the Queensland Competit-
ion Authority (QCA), a body specially cre-
ated to oversee the implementation of Nat-
ional Competition Policy in Queensland.

In a blatant disregard for irrigators’
rights, the State Government has legislated
to exempt Sunwater’s rural water pricing
policy from the QCA's scrutiny.

Governments can't have it both ways.
They cannot use National Competition Pol-
icy to increase charges where the policy im-
plementation results in an increase and

then deny the rural communities a re-
duction in charges where that Is the result
of the policy implementation.

Irrigators are prepared to consider com-
promise to resolve this issue and have al-
ready made that offer, but we wili not be
bullied by a State Government determined
to protect its latest creation (Sunwater) at
all costs.

We are determined to protect the ability
of irrigators to remain viable and
internationally-competitive and have
Jjoined with irrigators from other districts to
establish a fighting fund for this very pur-
pose.

We find it very disappointing that despite
having the support of the Burdekin Coun-
cil, the Burdekin Development Council and
the Ayr Chamber of Commerce, we don't
appear to have the support of our local
member.

RUSS McNEE
BRIA Irrigators

South Burdekin Water Board
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Minister understands
concems of irrigators

SIR— I refer to your editorial of June 8 regarding
water pricing.

I have met with irrigators, including Burdekin
irrigators, over'the past month and listened to
their concerns about this issue.

The Queensland Government has carelully
worked through the reform of the water industry
as required by the National Competition Council.

The efficient ongoing costs of operation and
refurbishment — that is, ‘lower bound’ costs —
have been set. Where prices were already above
lower bound, such as in the Burdekin, no price rise
was sought.

‘Where prices do not meet these lower bound
costs, schemes have been allowed up to five to
seven years to achieve cost-recovery.

During this time, the difference between the
price paths and the lower bound is being fully
funded by the government.

The State is also bearing the cost of existing
inefficiencies in scheme operations.

An independent review of the efficiency of
SunWater's costs will be undertaken in three
years’ time.

To assist irrigators to reduce ongoing water
charges. I have directed my department to make
available interin arrangements for permanent
water trading as soon as possible.

In addition, the government has implemented a
$41 million Rural Water Use Efficiency scheme,
offering landholders financial assistance to
achieve best practice irrigation water manage-
ment and thus reduce their water costs.

Water is a precious, finite resource that must be
used in the most efficient, cost-effective way poss-
ible.

I understand irrigator concerns about how the
reform of the water industry is affecting them and
can assure them that the government will con-
tinue to do all it can to reduce the impact of these
reforms within the boundaries set by the National
Competition Council.

STEPHEN ROBERTSON MP
Minister for Natural Resources and Mines

‘No effect’ on economy
from water price policy

SIR— The Queensland Government has
carefully worked through the reform of
water industry policy, legislation and in-
stitutional arrangements as required by
the National Competition Council.

The efficient ongoing costs of oper-
ation and refurbishment have been de-
termined and where prices are already
covering those costs, no price rise was
sought.

In the case of the Burdekin scheme
where prices are already above the lower
bound and are fundamentally un-
changed from previous levels, there may
be an opportunity for some refinement of
the tariff structures, but that refinement
must be revenue neutral.

In this regard. the Minister has stated
in a recent article in the Queensland
Country Life that the government is un-
able to move from the published prices
and he will not resile from that decision.

In addition, the Treasurer and the Min-
ister, as shareholding ministers for
SunWater, have recently written a com-
prehensive letter to Burdekin River Irri-
gation Area Irrigators Committee setting
out the facts of the matter and strongly
urging the committee to support the cus-
tomer councils established by SunWater
and work with SunWater to achieve suc-
cessful outcomes.

As to whether 1 have a solution to the
current situation in the Burdekin, I can
only reiterate what the Minister has said
in media interviews and in the recent let-
ter to the irrigators’ committee — that the
government is standing by its policy de-

cision on the price paths for schemes
across the State and the responsibility for
implementation of those price paths rests
with the SunWater board.

Under its charter, SunWater is estab-
lishing customer councils and these
councils provide the opportunity for two-
way communication between SunWater
and its customers. I would encourage the
Burdekin farmers to make the best use of
these councils.

As I mentioned above, across an aver-
age of seasons and water use, the Burde-
kin scheme water prices are fundamen-
tally unchanged from the previous pric-
ing regime. Therefore, there should be
little if any adverse affect on the Burde-
kin economy.

With regard to SunWater's treatment
of efficiencies, I must point out that the
difference between the current
SunWater costs and the efficient on-
going cost of operation and
refurbishment is not being borne by the
farmers but is covered by the govern-
ment paying to SunWater a Community
Service Obligation (CSO), part of the
total $35m CSO over the five year term of
the price paths.

As part of its ongoing planning,
SunWater is required by the government
to find efficiencies of up to 15 per cent
across its schemes over the life of the
existing price paths.

As I mentioned before, farmers may be
able to gain some benefit from these
efficiencies through effective interaction
between the customer councils and

SunWater. However, such pricing ben-
efits would need to be cost neutral across
the scheme.

I am sure that you will agree that no-
one wants to resort to court action to re-
solve these matters, nor does the govern-
ment want to force farmers off their land.
As I mentioned in the letter to the irri-
gators committee, SunWater has agreed
to waive penalty interest accrued as a re-
sult of customers withholding payments,
provided those payments are received by
June 28, 2001.

Finally, I would add that all govern-
ments across Australia have committed
to the reform of the water industry and
the present water pricing regimes are im-
portant elements of that reform agenda.

The State has argued strongly with the
National Competition Council to avoid
financial penalties and as a result, water
prices increases that should have oc-
curred in 2001 have been delayed for us to
five years.

These concessions were significant
gains for the State and have enabled the
government to successfully reduce the
impact of water industry reform on rurat
and regional Queenstand.

STEVE RODGERS

Member for Burdekin

Editor’s note: This letter was in response

to questions put to Mr Rodgers by The
Advocate.
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To the irrigators in
the Burdekin

An open letter from SunWater

Dear Irrigators

SunWiater is keen to work with irrigators through the current impasse over water
charges and create a positive business relationship with its customers.

In the Burdekin, SunWater is prepared to work through Customer Councils to refine
the existing "Part A" and "Part B" tariff structures on a revenue neutral basis.

As a sign of good faith, SunWater is also prepared to waive penalty interest
accrued as a result of customers withholding payments, provided payments are
made by 28 June 2001.

The Queensland Government had to determine the ongoing costs of operations
and refurbishments. Where the price was already covering these costs, there
have been no price rises.

For other schemes, a price path was put in place to achieve cost recovery over a
five to seven year period.

During this time, the difference between the price paths and the lower bound is
to be fully funded by the Government at a cost of $35 million over five years.
Futhermore, it is the State, not irrigators, bearing the cost of existing inefficiencies
in the scheme operations.

SunWater also undertakes to:

* develop a Customer Service Charter to clearly outline our commitment
to users;

* engage an independent facilitator during negotiation on any Service
Charter issue, should the need arise;

* provide reports to Customer Councils regarding the pragress towards
efficiency improvements; and

Su;%te;r * clarify the dispute resolution process.

SunWater.

Page 16 The Ayr Advocate Wednesday, June 20, 2001 Phone Classifieds 1800 019 232
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BRIA
Irrigators

To Sunwater in
Brisbane

An open letter from BRIA Irrigators

Dear Sunwater

Irrigators are keen to resolve the current impasse over water charges. This will require a
degree of compromise from both parties which has already been offered by BRIA
Irrigators. A similar response from Sunwater would certainly create an improved business
relationship between Sunwater and its customers.

In the Burdekin, Sunwater would need to refine the existing “Part A" and “Part B” tariff
structures so that they accurately reflect the efficient fixed and variable costs of providing
irrigation water in this scheme. This would effectively end any dispute in relation to water
charges between Sunwater and its customers.

As a sign of good faith, irrigators in the BRIA were prepared to immediately pay all monies
that have been withheld, provided water charges from next water year and beyond were
reduced to the efficient cost identified by the Qld Government's Water Reform Unit. This
offer was rejected by Sunwater and your subsequent offer to simply waive penalty interest
was rejected by 260 irrigators at a meeting on 31st May, 2001.

The cost difference between the price paths and the fower bound may be fully funded by
the Government in other schemes but not in the Burdekin.

Furthermore, it is Burdekin irrigators, not the State, bearing the cost of existing
ir}?mciencies in the scheme’s operations and this is what our community can no longer
afford. '

Sunwater should undertake to:

« develop a Customer Service Charter to provide water to customers at the
efficient cost determined by the Water Reform Unit

* engage in genuine negotiations with their customers to resolve irrigators’
concerns.

* provide reports to Customer Councils that clearly indicate a preparedness to
be accountable and transparent in relation to the costs of operating the
scheme

« allow those schemes that indicate a desire to move to local management to
do so, therefore complying with National Competition Policy Guidelines.

* Replace “deemed” contracts between irrigators and Sunwater with a genuine
BRI A contract which provides equally for both parties

BRIA Irrigators

Phone Classifieds 1800 019 232 . The Ayr Advocate Friday, June 22, 2001 Page7
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10t July 2000

Mr Terry Hogan
Director General
Department of Natural Resources

Dear Sir veER s

The Burdekin Interim Local Management Committee {ILMC), which
represents water fssws from the Townsville/ Thuringowa Water Board,
the North and South Burdekin Water Boards and the Burdekin River
Irrigation Area, met with the Water Reform Unit (WRU) on 20t June
2000. At this meeting, the WRU presented Price Paths for the
Burdekin Scheme, which were to be recommended to Government as
the basis for water charges for the years 2000/2001 to 2004 /2005,

The ILMC, on behalf of the water users, advised the WRU that it was
unable to accept the Price Path as presented and that users were only
prepared to pay full cost recovery based on efficient management of
the Burdekin Scheme,

As you are aware, the Burdekin ILMC has forwarded a submission to
Government seeking approval to move to local management and
establish a Category 1 Water Board which would be responsible for
the delivery of both the bulk and retail water functions. + Our
submission identifies substantial efficiency gains and regional benefits
that can be achieved as a result of local management, however, we
realise the transition will not occur immediately and in the interim ,
request that water charges in the Burdekin Scheme for 2000- 2001 be
limited to what is required to meet full cost recovery as identified by
the WRU in its Price Path.

Yours Sincerely

Russell McNee
BURDEKIN ILMC

;L.M}’/

South Burdekin Water Board

Burdekin Haughton Water Supply Scheme — Assessment of Pricing Matters
Page 73 of 76




Attachment 9

Telephone (07) 4782 1703
GROUND WATER REPLENISHMENT SINCE Fax (07) 4782 2039

E-mail sbwb@bigpond.com

South Burdekin Water Board

28 Ninth Street, PO Box 376, Home Hill. N.Q. 4806
Reference: WCL:BRB:3344

28 March 2000

Mr S Edwell

Queensland Water Reform Unit
Department of Natural Resources
GPO Box 2454

Brisbane Qld 4001

Dear Sir

| refer to your letter and copy of the exposure Draft Water (Allocation and
Management) Bill December 1999, and take this opportunity to thank you for
arranging a closed Water Board discussion session at the Water Reform Workshop
held in Townsville 8" March 2000.

A magority of my Board Members travelled to Townsville to be present for
explanation of their particular questions put forward during prior Board discussion.
Given the timeframe available, | must acknowledge that at the end of the day, some
members felt more comfortable with the Reform Unit's interpretation of how Rural
Water Providers would fit proposed model structures and this is a positive for how the
session was conducted. Quite apart from this understanding of the reform process,
Members remained unconvinced that the Board's unique function and purpose has
been fully considered.

Briefly, this Board was constituted by Order in Council dated 31 March 1966 for the
purpose of conducting replenishment activities in relation to underground water on the
southern side of the Burdekin River Delta. That area is known as the South Burdekin
Water Area and was delineated pursuant to the Water Act 1926 (Qld) (the 1926 Act).
The replenishment activities have two goals:

(@ Increase the quantity of water in the aquifer; and

(b) Improve the quality of the water in the aquifer.
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Such water is available for use for irrigation, grazing, industrial and domestic
puUrposes.

Board Policies remain consistent with the purpose for which the areais constituted.

| provide summary of five principles for your information. These points evolved from
Member's concerns raised from the Draft WAM Bill and were made available to the
Reform Unit prior to the 8" March:

(&) The need to recognise in the Bill, that existing schemes have been built for specific
function and purpose, and that generally they don't have physical capability to deliver
end-user water allocations on demand, or to create tradeable water products without

detriment to the natural resource! (in the SBWB's Case, the aguifer)

(b) The need to address management of established schemes having particular regard
to statutory needs, with autonomy as a priority!

(c) The need to recognise that successful schemes do exist without encumbrance on
State Government to perform. Schemes such as the SBWB seek to have autonomy

and entitlement or right to water recognised and preserved.

(d) The need to recognise water table management as a necessary principle for the

water reform process.

(e) The need to recognise area specific constraints and practice rather than proposed
enabling generic type legislation possible by this Bill. This draft bill should reflect an
approach to legidation which is robust enough to handle recognition of existing
practices, to guide natural resource management, and to provide provisions where
diversity is recognised, and where continuous improvement and review are adopted as
necessary principles toward what istrying to be achieved. (the reform process)

We have recently revisited the Draft Bill once more and members are of unanimous
view that activities of this Board appear at odds with explanations given on the 8"
March and the Exposure Draft. In particular, Parts 11 and 12, pages 119 and 120 need
to be clearly spelt out.

On behalf of my Board, | acknowledge that the draft represents major reform process
designed to meet National Competition Council assessment of the Queensland
Governments progress toward implementing COAG and NCP Water Reforms.
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However, as elected representative of a major Queensland locally managed Rural
Water Board, | convey the deep concerns of my Board that the reform process you
propose does not go far enough to address the principles we have put forward, or to
remove impediments to transfer operationa responsibility for management of
irrigation areas from the state to local bodies.

It is our view that guidelines for the implementation of Reform Process (and | refer to
one area in particular - resource management constraints), should be enshrined in
legislation and not open to popular theory type regulation process which appears to
provide opportunity for mischievous interpretation and may foster continuation of a
Government monopoly situation. It is essential that the Water Industry moves ahead
and gets on with its core business guided by good, well thought out legisative
parameters that are unambiguous and can be clearly understood.

| enclose a copy of the most recent Board's Annual Report and a brief overview of the
water area for your personal information, so that you may gain some understanding of
this unique system and proven management of its complexities.

Furthermore, | urge you to seriously consider what is being conveyed here! Local
People can successfully deal with local situations. Paramount to success of our
scheme is without doubt the self-help, working together ethic with community well
being and natural resource sustainability the driver.

My Board is considering submission to the Minister of Natural Resources at next
month's Country Cabinet Meeting in Proserpine. Consequently, there is opportunity
for you to respond prior to that date.

| look forward to your reply.

Y ours faithfully
South Burdekin Water Board

LA Rigano
Chairman
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