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1. Meeting Overview
All members of the Independent Assurance Committee (IAC) were present, either in
person or online. Tim Goodes, Executive Director Basin Plan Regulation, Daniel
Blacker, General Manager Office of Compliance, attended the whole meeting. Phillip
Glyde, Chief Executive, attended for a number of items and Sir Angus Houston met
with the committee on the second day. Relevant Murray–Darling Basin Authority
(MDBA) staff participated where appropriate.
Agenda items are detailed below however the main items are summarised here.
The new arrangements for combining the Office of the Inspector-General of Murray–
Darling Basin Water Resources (IG) and the MDBA’s Office of Compliance were
discussed in some detail. While it will take some time for this action to be realised,
settling the principles for defining the respective roles is important – deciding which
roles need to stay with the MDBA to best manage Basin Plan management, and
which roles are best placed with the new Inspector-General of Water Compliance
(IGWC) for independent compliance, is critical.
The submission to the ACCC Murray-Darling Basin water markets inquiry interim
report was a major item of discussion, with the IAC teasing out those issues of
fundamental concern to the Authority. The submission provides the opportunity for
the MDBA to clarify its attitude to and position on important matters such as market
architecture, the adequacy of market information, and the enforcement of market
rules.
Throughout the meeting there were numerous instances where the priorities for
compliance were tested and discussed. This is a vital role for the IAC in assisting the
Office of Compliance with its perspective on regulatory risk and compliance action.

The Independent Assurance Committee provides expert advice on the design, implementation
and adequacy of the Murray–Darling Basin Authority's Basin Plan compliance program.
The IAC consists of four independent experts with knowledge across a range of relevant fields.
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2. General update
New staff were introduced to the IAC. Phillip Glyde outlined the intent of the recent
announcements from the Commonwealth Minister for Resources, Water and
Northern Australia and gave an update on organisational affairs. Tim Goodes
discussed the structural implications of the proposed changes. Daniel Blacker then
provided the latest news on compliance business in the MDBA

3. MDBA submission to the ACCC Murray-Darling Basin water
markets inquiry
The IAC discussed the objectives that should guide any further submission by the
MDBA to the ACCC Inquiry. The IAC concluded that there would be value in the
MDBA making a substantial submission, given its significant interest in the
formulation of water products and their delivery in the Basin system, as well as its
stewardship and regulatory responsibilities. Also, the MDBA ought to be authoritative
on the interpretation of water data, especially on whether the ACCC has considered
these correctly, as the MDBA is the source and curator of much data.
The IAC concluded that the submission should be framed with a clear narrative in
mind. The following themes were seen as important for examination, and for the
MDBA to take a position on:








The unique characteristics of water trade in complex natural systems and
political environments do not lend themselves to being treated like electricity
or similar tradeable commodities. Water trade rules do have to deal with
system constraints whether they relate to physical characteristics or
entitlement characteristics that have evolved in different jurisdictions.
The special requirements of the environment that complicate the market
transfer of water.
A better understanding of the underlying causes of market frustrations and
failures rather than attempting to deal with symptoms.
Positing a view on roles and responsibilities in regulating water trade –
especially in light of the new arrangements and consideration of where the
expertise can be found to undertake these roles.
Recognising that social impacts of water markets are probably best dealt with
outside the regulation of markets unless there is some paramount reason of
national interest to do so.
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Recognising that readily available and reliable trade and water product
information is a major impediment to efficient market function, and in light of
the MDBA’s experience in this arena, contribute to solving this problem.

The IAC concluded that it would be of value if the MDBA also suggested processes
that might progress the resolution of action within the complex jurisdictional
arrangements. Intergovernmental agreements have had limited success and many
initiatives following inquiries have come to little as jurisdictions have decided that it
has not been in their interests to follow through. The IAC is also mindful of some big
centralised initiatives that have been very expensive and failed in implementation.

4. Presentation from Jody Swirepik, Commonwealth Environmental
Water Holder (CEWH)
The IAC continued its practice of meeting annually with the CEWH. The relationship
between the MDBA and the CEWH appears sound and productive. It is apparent that
there are some serious issues to be addressed in relation to protecting water for the
environment. There are instances where its use or effectiveness is constrained by
jurisdictional decisions and practices that are seemingly inconsistent with maximising
the benefits from water for the environment. These are matters for the MDBA and the
Inspector-General to pursue.

5. Compliance Compact Review
It is clear that the Compliance Compact has run its course. The Review is a way of
bringing it to a conclusion but also identifying those significant matters that are still
outstanding. The Review process would benefit from an independent evaluation of
effectiveness and the Committee has agreed to prepare a brief report to assist.

6. Regulatory Capability and Maturity Assessment
The Government announced on 7 September 2020 its intention to combine the
MDBA’s Office of Compliance with the Interim Inspector-General Murray–Darling
Basin Water Resources to create a new compliance entity, separate from the
Murray–Darling Basin Authority. This will assist, amongst other things, in responding
to ongoing criticism of potential and perceived conflicts of interest across the multiple
roles played by the Authority. The IAC was briefed on the timeframes for and the
approach being taken to determine the appropriate functional and structural splits in
regulatory and compliance roles.
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The IAC highlighted the importance of being clear on the meaning and use of the
different terms of regulation and compliance. The IAC advice centred on the need for
a structured approach in analysing the options for splitting roles, including mapping
out the regulatory system design, clearly defining the relationships and referral
processes between the two organisations, and having clarity about who sets,
manages and enforces rules.
The Office of Compliance also provided advice on the approach being taken to
update the MDBA’s Regulatory Capability Plan. A self-assessment is being
undertaken in line with the Modern Regulator Improvement Tool. The IAC
acknowledged the survey results show the significant maturing of compliance
capabilities over the last two years and agreed with the renewed emphasis on
building enforcement skills and competencies.

7. SDLAM Reconciliation and Assurance Work Program
The IAC was briefed on the implications for the MDBA’s role in managing the
Sustainable Diversion Limit Adjustment Mechanism (SDLAM) in light of the
government’s recent decision to establish a new compliance entity. The IAC noted
that the primary role of the MDBA in relation to SDLAM was not a compliance or
enforcement function. The IAC agreed that the various elements of the MDBA’s
SDLAM functions were best managed in an integrated manner, largely within the
MDBA under the new arrangements.
The IAC was also briefed on work that was in train to address potential conflicts of
interest in the MDBA’s dual roles of implementing some SDLAM projects and of
assessing the progress of SDLAM projects. The IAC was satisfied that there is a way
forward to manage these conflicts and that the IAC might usefully perform a role in
independent assurance to help manage the conflicts.
The IAC was also briefed on progress in developing the MDBA’s SDLAM
reconciliation and adjustment process. The IAC noted that steps that were being
taken to address issues raised by Basin states in relation to the draft reconciliation
framework. The IAC was satisfied with progress in developing the framework.

8. SDL Accounting and Compliance
The IAC received a briefing on the development of two important reports by the
MDBA – the Transitional Period Water Take Report 2018-19 (Take Report), and an
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analysis of Trends in Water Use relative to the SDL in the southern MDB (Trends in
Use report).
The Trends in Use report was undertaken in response to a report by consultants,
RMCG, that suggested that there was extensive underuse of water compared to
caps/limits. The MDBA’s detailed analysis identified a number of limitations in the
original RMCG methodology and whilst there was some underuse, it was around 7%
of the available water. Underuse occurs for a range of reasons, including irrigator
behaviour and decisions. Importantly, it confirmed that there was no surplus water,
and all available consumptive resources were being allocated.
The learnings from the Trends in Use report have also been incorporated into the
Take Report, which provides an improved assessment of SDL accounting and how
compliance assessment and reporting can operate in the future. The IAC also
discussed the potential split of roles in SDL accounting, reporting and compliance
management between the MDBA and the IGWC, and endorsed the approach
proposed by the MDBA which utilises the MDBA’s high level capabilities in water
accounting and modelling.
As part of the detailed discussion on these reports the IAC also offered the following
comments:








The identification of an extensive program of future upgrades that can be
incorporated to the SDL accounting process is a positive example of
continuous improvement.
The Trends in Use summary report is still very complex and lacks a clear
message. The MDBA should give further thought to how best to communicate
this type of information to water users.
Whilst it was recognised that fine-grained analysis of detailed water use trends
and use information takes time, it is important to provide timely initial
responses to the community questions on these issues. The experience of
communicating complex messages around COVID-19 to the public may offer
some learnings.
The Committee endorsed the suggested approach of providing an overall
Take Report as soon as practical after the end of the water year, and following
up with the detailed data/methods report, rather than delaying the publication
of the Take Report.
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9. Water Resource Plan (WRP) Assessment and Compliance
The IAC was briefed on the status, framework and timeframes for progressively
assessing the 20 NSW WRPs and the consideration of further First Nation advice on
these plans. The IAC supported the MDBA’s concentrated effort for undertaking the
assessments, as well as noting the importance of WRPs as a compliance tool.

10.

Introduction to Authority Chair

Sir Angus Houston was introduced to the Committee and spoke about his approach
to the role of chairperson.

11.

Concluding Remarks

As is normally the case, this communique is made available to inform the public of
the work of the IAC. One hopes it provides an insight into the complexity and
challenges of the MDBA’s regulatory work.
The next meeting is planned to occur before the end of 2020 and the following
matters have been identified for consideration:










Roles and responsibilities under the new arrangements
Queensland’s compliance performance
ACCC deliberations – MDBA positioning
Responding to the concerns of the CEWH about treatment of environmental
water
Progress on audits including those on the Warrego-Paroo-Nebine WRP,
Condamine-Balonne WRP, Southern Spring Flow and Prerequisite Policy
Measures (PPMs)
Progress on floodplain harvesting measurement and NSW regulation
Progress on compliance work plan
Compliance Compact final report

Allan Holmes
Chair, Independent Assurance Committee
28 September 2020
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