Bega Valley Water Users Association (Inc.)

PO Box 983 Bega NSW 2550 Australia

Email: |

ABN: 41 211 519 607
11%" May 2026

IPART Regional and Bulk Water Pricing Review 2026

Dear Sir/Madam

Irrigators on the South and North Coast Valleys pay a significantly higher price for water than other
valleys within NSW with a decreasing, yet higher cost, level of service from Water NSW. The small
number of dairy farm irrigators on the South Coast Brogo system produce 48% of the milk from the
Bega Valley milk pool that generates a $210 million in GVA to the far south coast economy (FSC REDS
2023). The Bega Valley Water Users Association (BVWUA) support the Water NSW proposal for a SO
price increase and strongly objects to the return of the full cost recovery model and associated
annual price increase. The BVWUA support a SO price increase plus CPI for the North and South
Coast, until a review is conducted into long term cost effective options for the future management
of stranded yet regionally significant assets including Brogo dam. This should include reviewing the
community service obligation, management and operation structure.

Context

The BVWUA, represents water users on the far south coast of NSW. The organisation operates on a
voluntary basis and works closely with the NSW Irrigators Council and the Bega Group.

Brogo Dam was completed in 1976. The dam was built to support irrigation development and stock
and domestic water supply on the far south coast. The dam purpose has since been expanded to
provide water security for the townships of Quaama, Cobargo and Bermagui. It is recognised the
Brogo River is also important for replenishing the groundwater system that supports the water
supply for the towns of Bega and Merimbula (Brogo Dam — Water NSW)

Brogo dam is 9000ML in capacity and is the smallest of the 17 water storages managed by Water
NSW. There are around 14,000ML of irrigation water entitlements attached to the dam, the over
allocation resulting in only 40% water allocation being announced each year with any increase
subject to water inflows and irrigation demand. During dry years water allocation from the dam
rarely exceeds the 40%. The high price for water, low water allocation and the drive for full cost
recovery on the Brogo system stifled investment in irrigation infrastructure for many years. The
2017 IPART determination and the move away from full cost recovery and the introduction of the
‘Capacity to Pay’ pricing model has resulted in significant investment in irrigation infrastructure for
many of the higher water entitlement holders and the expanded growing of high value Summer
crops for dairy production. Irrigation has remained supplementary to rainfall, however, it provides
significant drought resilience for the dairy industry on the south coast.

The Brogo River is 80 km in length and traverses large areas of National Park as well as cleared
farmland. There is very little capacity for further agricultural expansion and irrigation development.



There are 14 dairy farms and 2 beef farms that are active irrigators with general security water
entitlements. There is also the Bega Valley Shire Council (town water) and a local golf club that have
high security entitlements. During dry periods smaller water licence holders, non dairy livestock
producers, may irrigate pastures on a small scale. In 2025 the dairy farm operations with water
entitlement on the Brogo system supplied 48% of the Bega Valley milk intake to the Bega Cheese
factory located in Bega (Bega Group M Balas). The small number of active irrigators are currently
paying the bulk of the water price burden for the operation and management of Brogo Dam, of
which, the farms do not have any capacity to pass on price increases to customers.

The Bega Group has two factories located in the town of Bega. The Lagoon St factory processes the
milk collected from the farms and makes cheese and whey powder products. The Ridge St factory is
a cut and pack plant that packages cheese products. Combined both factories employ over 700
people and the Bega Group is the largest single employer in the Bega Valley. Milk processing and
manufacturing in the Bega Valley is recognised as a Specialisation and Engine industry for the far
south coast with dairy farming and manufacturing contributing $210 million GVA to the regional
economy in 2020 (FSC REDS 2023). There is a direct linkage between dairy manufacturing and dairy
farming in the Bega region, yet the Government continually fails to recognise the importance of
water security to the production of milk and cheese in the region.

IPART Question 11. Do you support applying a uniform cap on price increases to all valleys? Is
there justification to apply a different cap for some valleys, such as the North Coast and South
Coast?

We are not in a position to comment on the situation in other valleys, however, we do not support a
uniform cap on price increases across all valleys. We do not support at all the return of a full cost
recovery model for stranded assets such as the Brogo and Toonumbar Dams. Particularly with the
proposed significant increase in expenditure proposed by Water NSW for both dams. We see the
return of this model as a significant threat to the resilience and viability of agriculture particularly
dairy on the North and South Coast.

Prior to 2017, Water NSW were mandated by Govt to seek full cost recovery from each valley with a
dam and regulated water supply. In 2017 for the first time IPART recognised that full cost recovery
was likely to be unattainable in the North Coast and South Coast Valleys over the 2017
determination period and beyond. In the 2017 determination period IPART introduced the ‘Capacity
to Pay’ pricing model, where water pricing for both the North and South coast valleys was set at the
midpoint between the upper limit of capacity to pay and the lower limit avoidance cost. This pricing
model provided irrigators with confidence that water pricing was going to remain affordable and
contributed to investment decisions leading to new dairy facilities, farm expansions and irrigation
upgrades.

The return to a full cost recovery model is a significant setback for irrigators and a significant threat
to dairy farming and dairy processing on the far south coast. How much is the state government
willing to pay to maintain the viability of a regional dairy industry that contributes $210 million to
the far south coast regional economy each year? Is paying the community service obligation a
cheaper alternative to the potential loss or decline of this industry. Is it fair that the full cost
recovery of operating and maintaining Brogo Dam that generates 48% of the south coast regions
milk supply fall largely on the shoulders of 17 active water users?



Brogo dam is 9000ML in capacity, largely supplying water to 17 sites, how much does it really cost to
maintain and operate? In accordance with the addendum documents provided by IPART, Water
NSW are proposing to significantly increase expenditure in Catchment Planning and Operations,
Asset Management Planning and Corporate Systems. We understand there is no longer a local
person employed to manage the dam, which may explain the decrease in customer support
expenditure. The BVWUA representatives regularly attend the Water NSW CAG meetings and we
are not aware of any major upgrades being proposed. We understand the Bega Valley Shire Council
(BVSC) are looking into an upgrade to the offtake point for town water supply but that work is being
investigated by BVSC. We are not aware of what this proposed expenditure is for.

We have concerns with such proposed price increases, that there is no chance of ever being able to
achieve full cost recovery for the North and South Coast Valleys. Is there an alternate more cost
effective, equitable management/operational option for these stranded assets? What Government
oversight is in place for ensuring the Community Service Obligation funds are being appropriately
spent?

Table 13: South Coast operating expenditure (§'000, $2025-26)
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‘Source Addendum - WNSW Rural Valleys Bulk Water 2026 Draft Report April 2026

The BVWUA requests that IPART and the NSW Govt look for long term solutions including reviewing
the community service obligations and options into alternate management and operation structures.
We request that water price increases be capped at CPI for the South Coast and North Coast valleys
until satisfactory long term management/operation solutions are identified and implemented.

With regard to the IPART questions that relate more broadly to water users across NSW we support
the submission by the NSW Irrigators Council.






