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lmpact of  mining leases on valuat ion of  surrounding land

The ef fect  of  a mining lease upon the water supply of  surrounding land can af fect  that  land's
valuat ion,  according to a recent decis ion of  the Queensland Land Court .

In Lucke, Brady and Murphy v Chief  Execut ive,  Department of  Natural  Resources and Minesl ,  three
landowners appealed against  th€ annual  valuat ion of  their  proper l ies by the Chief  Execut ive of
Queensland's Department of  Nalural  Resources and Mines.

None of  the propert ies were subject  to a mining lease but al l  were c lose to mining leases held by QCL Ltd.
The landowners c la imed that the operat ions on the mining leases had af fected the water supply in the area
which in turn af fected the valuat ion of  the propert ies.

Background

QCL was granted mining leases in the Mt Larcom area in the 1970s. The operat ion of  these mining leases
required areas to be dewatered and this was approved by the Department subject  to the condi t ion that QCL
must provide an al ternat ive supply of  water to al l  persons within a part icular area ( the Kal f  area) whose
water supply is af fected. l t  was not disputed that water deplet ion had oc.curred in the Kal f  area.

The Murphy property l ies wi th in the Kal f  area, but the propert ies owned by the other appl icants do not.  QCL
had already instal led a new bore on the Murphy property in sat isfact ion of  the obl igat ion in i ts mining lease.

Valuations

The Chief  Execut ive had in i t ia l ly  increased al l  valuat ions in the area by 25o/o on the basis that  sales
evidence indicated an increase in unimproved values of  that  amount.  The landowners objected a.nd the
Chief  Execut ive reduced the in i t ia lvaluat ion only on the Murphy p.operty on the basis that  " there would be
market resistance to the st igna associated with being in " [ the Kal f  area]"  zone".  As the other propert ies
were not wi th in thai  zone, the Chief  Execut ive did not reduce their  valual ions.

Al l  of  the landowners appealed these decis ions of  the Chief  Execut ive to the Land Court .

Landawners'arguments

The landowners conlended that the presence of  the mine had detr imental ly af fected the value of  their
propert ies in lwo ways. The f i rst  was that the dewater ing caused by the mine diminished the water supply in
an area mu6h bigger than the Kal f  area and that th is larger area included al l  of  the propert ies.  The second
was that the presence of  lhe mine near the town of  Mt Larcom had diminished the services of  the town and
affected the qual i ty of  l i fe in the area. The landowners c la imed that both of  these factors were dr iv ing down
market pr ices and should also reduce valuat ion$.

The Chief  Execut ive agreed that dewater ing at  the mine had occurred but said the ef fecl  of  that  dewater ing
was l imi ted to the Kal f  area. The Chief  Execut ive also adduced evidence of  an extended per iod of  unusual ly

dry weather in the region ihat  had caused a natural  decl ine in lhe water supply to the area. The Chief
Execut ive also poinied out QCL's obl igat ion to supply al ternat ive sources of  water to the landowners wi th in
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the Kal f  zone.

Land Court  decis ion

The.Land Court  decreased ihe valuat ion but not to the extent argued for by the appel lants.  The Land Court
l imi ted i ts inquiry to the proper valuat ion to be placed on the three propert ies.  In doing so, the Land Court
based i ts inquiry on the only comparable sale in the area. l t  said that  the comparable sale would give a
market value that would rel lect  the concerns of  the community in Iespect of  water supply and l i festy le ( i f
any)

The Land Court  d id not make a determinat ion as lo whether the existence of  a mining lease on the land
would diminish the valuat ion and did not make any f indings as to the cause or extent of  the water deplet ion.
The Court  proceeded on the basis that  there had been waler deplet ion as th is vr ,as common ground between
the part ies.  The Court  a lso did not make any f indings as to the ef fect  of  the mine on the services and
qual i ly  of  l i fe in {he community.

App I  icat i  on to determ i  n at ian

This case does not mean that
Whether mining operat ions do
circurnstances of  each case.

of  compensat ion for  mining leases

mining operat ions wi l l  a lways af fect  the valuat ion of  a neighbour ing property
af fect  land valuat ions wi l l  a lways be a matter of  faci  and wi l l  depend on the

Equal ly,  th is case does not address the issue of  whether the mere existence of  a mining lease on a
property wi l l  af fect  the valuat ion of  that  property.  The Court  made no f inding that the existence of  a mine
was a "bl ight  on the area" as was asserted by several  local  residents.  The Court ,  by impl icat ion,  said that  i t
there was a "bl ight  on the area" th i$ would be ref lected in sales wi th in the area which could be
demonstrated by evidence of  those sales.

This case does however give useful  guidance as to how courts general ly wi l l  approach these issues,
part icular ly where water supply is involved.

The other way in which th is decis ion may af fect  mining lease appl icat ions is that  i t  may encourage more
people wi th in the area of  a mining lease appl icat ion (and not merely those landowners whose propert ies wi l l
be the subject  of  the mining lease) to object  to the mining lease on the ground that i t  wi l l  af fect  their  water
supply.  This may see an increased incidence of  condi t ions in mining leases requir ing the holder to establ ish
al ternat ive water suppl ies to af fected landowners.

Note

' t .  Land Court  (President JJ Tr ickett)  28 February 2002. This decis ion comprised three separate appeals
which were heard together.  Alec E. Lucke & ars (AV2A00/0163) v Chief  Exeeut ive,  Department of  Natural
Resources and Mines, Peter B. & Lynette Erady (AV2A00/0196) v Chief Executive, Department of Natural
Resources and Mines and Arthur W. Murphy (4V2000/0264) v Chief Executive, Department of Natural
Resources and Mines-



l imited its inquiry to the prop€r valuation to be placed o* the three properties. ln doing so, the Land Court

based i ts inquiry on lhe only comparable sale in the area. l t  said that  the comparable sale would give a

market value that would reflect the concerns of the community in respect o{ water supply and lifestyle {if
any).

The Land Courl did not make a deterff i ination as to wh€ther the existence of a mining lease on the land

would diminish the valuat ion and did not rnake any f indings as to the cause or extent of  the water deplet ion.

The Court  pfoceeded on the basis that  there had been water deplet ion as lh is was common gfound between

the part ies.  The Court  a lso did nst  make any f indings at  to the ef fect  of  the mine on the services and
qual i ty of  l i fe in the communitY.

Applteatton la deterrninatian of campeasatian for mining Jeases

This case does not rnean that rnining operat ions wi t t  a lways af fect  the valuat ion of  a neighbour ing property

Whether mining operat ions da al fect  land valuat ioas $t i l l  a lways be a malter of  fact  and wi l l  depend on the

circurnstances of  each cage.

Egual ly,  th is case does not addres$ the issue of  whether the mere existsnce of  a mining lease on a
property wil l aifecl the valuation of that Wapertr. The Court nnade no finding that the exislence of a mine

was a "blight oa the area" as was asserted by several local residents. The Court, by implication, said that if

lhere was a "blight an lfte area* this would be reflected in $ales within the area which could be

demonstrated by evidence of those sales-

This case does however give useful gr.ridance as lo how courls generally wil l appraach these issues.
parlicularly where water supply is involved"

The otherway in which th i !  decigion rnay at lect  nnining lease appl icat ions is that  i t  may encourage more

peopf e within the area al a rnining lease application {and not rherety those landowners whose properties wil l

be the subiect of t ie mining lease) to object to the mining lease on the ground that it wil l affect their water

supply.  This may 5ee an increased incidence of  condi t ions in minin$ leases requir ing the holder to establ ish

alternaiive waler supplies to alteeted landowners'

Note

1. Land Court  (president JJ Tr ickett)  2SFebruary 2002. This decis ion comprised lhree separate appeals

which were heard together. Alec E. Lucke & Ars $V2A0A/U63) v Chief Executive, Department of Natural

Resources and Mines, Pete( B. & Lynette Brady {AV20OA/4196} v Chief Executive, Department of Natural

Resaurces and Mines and Arthur W. Murphy {AV2OAO/0264} v Chief Executive, Department of Natural

Resaurces and Mines.


