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Have your Say

Dear Tribunal Members

CICL Submission to the IPART Draft Determination for Water NSW’s
Rural Bulk Water Services from 1 July 2026

Coleambally Irrigation Co-operative Limited (CICL) thanks IPART and its Secretariat for their
consideration of the important issues associated with the pricing determination for
WaterNSW's bulk water services from 1 July 2026. IPART's consideration of these services
in 2025 and 2026 has highlighted the impact of the complex regulatory and policy
environment WaterNSW operates within, the implications for its costs and therefore
customer charges.

We appreciate the recent engagement with the Secretariat to discuss opportunities to
update the March 2026 RicardoWSP analysis of the Impacts of potential WaterNSW price
increases on representative irrigation farms in regional NSW. Updating this analysis to better
reflect current business operating conditions, the variability in water availability, and farm
debt structures, will provide IPART with a better understanding of the impacts and potential
consequences of higher WaterNSW charges on irrigation farm businesses and consequently,
the rural water sector.

We also appreciate the release of more detailed, valley-based allowed expenditure. This is
important information which will be valuable moving forward, provided actual expenditure
is reported against the IPART valley allowances for efficient costs by WaterNSW.

This letter provides you with our priority feedback on IPART’s Draft Determination and Draft
Report, released in March 2026. We have joined with Murray Irrigation Limited (MIL) and
Murrumbidgee Irrigation (MI) to engage the external expertise of RMCG to respond
comprehensively to the Draft Report and Determination. This letter should be considered in
conjunction with the joint submission.

CICL's submission! to IPART in November 2025 describes our business and the importance
of IPART’s work when making the pricing determinations for WaterNSW. This context and
the issues raised in our November submission remain relevant.

Length of the Determination

CICL does not support a three-year determination and believes a two-year determination is

more appropriate for the following reasons:

= There are important unresolved issues with the WaterNSW business model and the
efficiency of their costs. This includes the suitability of the operating and regulatory
framework for ensuring long-term sustainability of both its customers and the rural water
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sector. A two-year determination would allow time for IPART’s draft recommendations?
to be progressed and help inform a future operating and regulatory framework.

» A three-year determination or longer, clearly preferred by WaterNSW?3, would provide
WaterNSW with a revenue allowance based on IPART's assessment of the efficient costs
(based on WaterNSW's 2024 Pricing Proposal), without consideration of the cost savings
initiated by WaterNSW.

*» There are important unresolved issues which may materially impact on the prices paid
by customers. These include government service activity costs, customer and
government cost shares, corporate cost allocation and ICD rebates. A two-year
determination provides some certainty to WaterNSW whilst avoiding locking in the
current assumptions for key issues such as cost shares and government service activity
costs. We are opposed to a four-year determination.

Valley Based Pricing

= CICL welcomes IPART’s decision to continue with valley-based pricing. The recently
released valley-based expenditure* confirms large differences in costs per valley relative
to the number of water entitlements and levels of water use, demonstrating the
inappropriateness of WaterNSW proposed regional pricing model.

ICD Rebates

= CICL welcomes continuation of the ICD rebates, including the release of IPART's
assumptions for their calculation®. We remain of the view that the methodology used by
IPART does not accurately reflect the full avoided costs of I10s, such as water allocation
account management and customer support.

Cost shares

*» The sharing of WaterNSW costs between water users and the NSW Government is crucial
to the long-term viability of farm businesses and the rural water sector. CICL welcomes
IPART’s recognition that changes to the cost share framework are required.® However,
CICL believes further consideration of the cost shares for each of the activities must
occur. It is difficult to understand why so few of the ‘user share’ of activities have
decreased given the number of activities which are not avoided under the
counterfactual’. In most cases, these activities continue to have a user share of between
80 and 100 percent, apart from Dam Safety Compliance and Environmental Planning
and Protection.

» CICL also welcomes the introduction of the new cost share activity for WaterNSW
government services and recommends the draft decision use 10 per cent of operating
expenditure. This is particularly important given the draft revised cost shares have
increased the user share of water delivery and operations to 100 per cent.

Demand Volatility Adjustment Mechanism (DVAM)

* The DVAM adjustment appears to operate as a revenue cap. A revenue cap was hot
previously supported and CICL argues it should not be included in this determination.
More information is required on how this proposal would operate and its potential impact
on future prices. Providing WaterNSW with a DVAM removes all risk associated with
lower water use from WaterNSW.

Impacts on farm profitability

* The RicardoWSP analysis, whilst completed in a short period of time with clear limitations
on the scenarios analysed, demonstrates the significant impact on the farm sector of the
proposed WaterNSW price increases. It is sobering reading and shows the challenges
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facing the farm sector and the long-term sustainability of the WaterNSW operating
model.

= CICL looks forward to RicardoWSP completing further work (as discussed above) on this
important issue and for the results of their work being considered in IPART’s final
decision.

Draft recommendations

» CICL agrees with the draft recommendations but believes these should be strengthened
by a requirement for NSW Treasury and NSW DCCEEW to engage with stakeholders.

Conclusion

It is important the performance measures for WaterNSW deliver increased transparency for
financial reporting at a valley-by-valley level so customers can scrutinise and understand
how WaterNSW is performing against assumed expenditure by activity.

The draft determination has the Murrumbidgee Valley at full cost recovery at the end of the
determination period. We have been in this position before. In earlier determinations, the
Murrumbidgee Valley has been at full cost recovery based on IPART’s determination of
WaterNSW efficient costs. In fact, the Water Charge Rules which applied until 30 June 2025,
required full cost recovery of efficient costs plus a predetermined weighted average cost of
capital.

It is clear WaterNSW does not agree with either IPART or the RealisAtkins assumptions
about WaterNSW efficient operating and capital costs.® It is time there is accountability to
prevent future cost and charge increases. CICL is looking to IPART’s performance metrics
to improve transparency and accountability, and metrics which encourage WaterNSW to
achieve expenditure consistent with the assumed efficient costs.

For further information please contact IEEG—_—
]

Yours sincerely,

Julian Speed
CEO
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