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Report on California-Australia Drought Dialogue, December 2014

Summary: On December 10, 2014, G'Day USA and the Office of Governor Jerry Brown
hosted the California-Australia Dialogue on Drought Solutions. This report summarizes
the discussions that took place at the conference.

Background

The purpose of the conference was to support California’s response to the current
drought crisis by sharing Australian expertise developed during its decade-long
Millennium Drought.

California and Australia officials at the event spoke on a variety of topics ranging from
agricultural water reforms to water technology innovations. Panelists included Tony
Slatyer, First Assistant Secretary of the Australia Department of the Environment,
Felicia Marcus, Chair of the State Water Resources Control Board, State Senators
Ricardo Lara and Fran Pavley, and the Honorable Simon Birmingham, Australia’s
Parliamentary Secretary for the Environment.

The day-long conference took place at the Ziggurat Building in West Sacramento.

Conference Synopsis

Wade Crowfoot, Senior Advisor to Governor Brown, opened the conference along with
Karen Lanyon, Australia Consul-General. Crowfoot noted that 2014 has been a time of
crisis but also of opportunity, citing the landmark groundwater legislation signed into law
in September.

Tony Slatyer, First Assistant Secretary of the Australia Department of the Environment,
overviewed the Millennium Drought and the water reform process in Australia. Slatyer
noted that Australia had three overarching strategies: 1) set up flexible and transparent
water markets; 2) promote water use awareness; and 3) develop and implement
technologies for water efficiency and conservation.

1. Flexible and Transparent Water Markets
Slatyer explained that Australia allocates water based on the quantity that is
available each year. Officials measure the amount of water in storage and
carefully forecast the amount that will be available during the water year. Unlike
California, most of Australia’s precipitation falls as rain, so Australia lacks the
natural storage that is snowpack. Still, the government carefully measures and
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tracks water supply, conveyance, and use. If entitlements exceed the available
supply of water, the government curtails all entittements proportionally rather
than filling them in a particular order. Additionally, the government separated
water entitlements from land rights, allowing a sophisticated water market to
develop.

2. Promote Water Use Awareness
Australia focused heavily on reducing water use both among urban and
agricultural communities. In order to convince agricultural users to accept
allocation cuts, the government first had to demonstrate that urban users were
carefully conserving water. Even though the amount of water saved by the
dramatic urban water use restrictions the government put in place was a small
portion of overall water use, these urban restrictions were essential for building
consensus. Ultimately, the nation experienced little factionalization, and all
groups felt as if they were “in it together.” Even after the drought ended, water
use rates have remained low, indicating that water conservation has become a
way of life in Australia.

3. Develop and Implement Technologies for Water Efficiency and Conservation
To improve water efficiency, the government developed a national water plan
and offered to take over management of the drought-ravaged Murray-Darling
Basin, which is the breadbasket of Australia. The state invested $10 billion in
infrastructure improvements and water efficiency technologies. Of primary
importance was the water grid, which allowed the state to move water from one
region to another. Though it is controversial, the state has the infrastructure
capability of transferring water out of agricultural regions to coastal urban areas.

Next, a panel discussed elements of Australia’s approach that could be implemented in
California. The Australian firm WaterFind developed an electronic water exchange,
which has in some years facilitated the transfer of up to 6 million acre-feet of water. This
exchange added price transparency and helped farmers to see their water as a regular
cost of production instead of as something tied to their land, which in turn prompted
efficient use. The panel noted that having metering infrastructure in place gave the
government key water use data that was a prerequisite to developing a functioning
water market. Felicia Marcus, Chair of the State Water Resources Control Board, noted
that the biggest barrier to California having such a robust water market was a lack of
water use monitoring. Moreover, California’s water rights would need to be adjudicated,
a process that would take decades, if not a century. Additionally, the panel noted that
Australia used scientific assessments to determine on a year-to-year basis the percent
of full river flows that would need to remain in streams for environmental purposes.

The second panel discussed agricultural water reforms. The panel of Australian farm
executives and water leaders noted that almost all low-value crops disappear during
droughts because farmers who normally grow such crops fallow their fields and instead
sell their water on the market. Australia’s entitlement system is flexible and allows
farmers to forego water one year and take it the next. Since this reform was enacted, a
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cultural shift ensued, and farmers began to regard water and land as disconnected
assets on their balance sheets. Indeed, the panel noted that farm values in Australia are
measured not in acres but in production value per acre foot of water. Overall, half of all
irrigators either buy or sell water. The government does not intervene to ensure farms
survive; it merely sets up a market so that farmers can manage their own risk exposure.

Crowfoot moderated the keynote panel, which consisted of State Senators Ricardo Lara
and Fran Pavley and Australian Parliamentary Secretary for the Environment Simon
Birmingham. Senators Pavley and Lara opened by stating their priorities for drought
response in California, which were, respectively, creating water through reuse and
investing in long-term infrastructure projects such as desalination plants. The panel
suggested that California make science-based decisions on environmental flows.
Additionally, the panel emphasized the importance of measuring water supply and use.
Finally, the panel suggested tax credits or other incentives to encourage farmers to
install efficiency-improving projects.

The fourth afternoon panel discussed urban water management. Proper use of recycled
water, as opposed to disposing of it, makes for “new” water. For example, landscaping
receives recycled water without damage. The panel members discussed interconnected
water grids for recycled water, and they noted that cities become much more conscious
of pollution when they rely on recycled water. To promote conservation, Australia
introduced several tiers of water restrictions depending on the severity of the drought.
Additionally, the government introduced a “WaterWise” service through which
homeowners could schedule a technician to come and identify ways to save water.
Finally, Australia identified high use users and charged them accordingly. All of these
measures together reduced overall water use to approximately 40 gallons per capita per
day. The panel recommended that studies on recycled water projects be conducted now
to minimize the amount of time it would take to bring a project (e.g. desalination project)
online during a drought.

The final panel of the conference discussed innovative water technologies developed in
Australia during the drought. First, the panel noted that 70 percent of Australia’s
consumptive water goes to agriculture, so the best opportunities for conservation were
in that sector. Still, a number of urban efficiency technologies were also developed
during the drought. For example, onsite reuse of graywater both for energy recapture
and in dual-flow plumbing systems is now very inexpensive to add to new homes during
construction ($6,000-$8,000).
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