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Introduction

This submission is provided by Jemalong Irrigation Limited in support of the submission
made by Lachlan Valley Water Inc (LVW) regarding IPART’s Draft Report on Prices for
WaterNSW Regional and Rural Bulk Water from 1 July 2026.

We support the concerns raised by LVW regarding affordability; pricing structure, cost
allocation, and the increasing financial burden being placed on irrigators across the Murray
Darling Basin valleys.

The current pricing framework does not adequately reflect the significant structural
changes that have occurred within the NSW water industry over the past two decades,
including:

e Reduced consumptive water use resulting from government water recovery
programs.

e Increased environmental and compliance obligations.

e Mature water markets and substantial gains in irrigation efficiency.
e Reduced reliability of allocations in many valleys.

e Significantincreases in fixed infrastructure and regulatory costs.



These changes have materially altered the relationship between infrastructure utilisation
and cost recovery. Despite lower levels of productive water use, irrigators continue to face
increasing fixed charges and escalating cost recovery obligations.

Jemalong Irrigation Ltd (JIL), as an Irrigation Infrastructure Operator (110), also has direct
operational experience managing irrigation delivery infrastructure within a highly variable
and increasingly underutilised water environment. Irrigation delivery systems remain
largely fixed-cost regardless of annual water use, meaning declining utilisation creates
increasing financial pressure across both government-managed and privately operated
irrigation networks.

In valleys such as the Lachlan, where General Security allocations are often highly variable
and can periodically fall to very low levels, equivalent percentage increases in pricing can
have disproportionately larger impacts than in higher reliability southern systems. Costs
are increasingly spread across fewer productive megalitres, placing greater pressure on
productive water users and irrigation infrastructure operators alike.

This submission supports LVW’s position that the current pricing framework is becoming
increasingly unsustainable and risks undermining the long-term viability of irrigated
agriculture, irrigation infrastructure, and regional communities.

Responses to IPART Consultation Questions

Question 6 — Cost Sharing Framework

We support LVW’s position that the current cost sharing arrangements between
customers and government do not appropriately reflect the distribution of benefits
delivered by WaterNSW infrastructure and river operations.

Water infrastructure and river operations deliver substantial public benefits beyond
irrigation, including:

e Environmental water delivery.

¢ Flood mitigation and public safety.

e Support for town water supply.

e Maintenance of basic landholder rights.

e Basin Plan compliance.

e Broaderregional and community outcomes.

A growing proportion of WaterNSW’s activities are driven by government policy and
statutory obligations rather than direct irrigator demand. It is therefore inappropriate for
irrigators to bear an increasing share of these costs.



The current framework increasingly shifts public policy costs onto a shrinking base of
productive water users. This is inequitable and does not reflect actual beneficiary
outcomes.

We support greater government contribution toward activities that provide broad public
and environmental benefits.

Irrigation Infrastructure Operator (110) Bulk Water Discounts

Jemalong Irrigation Ltd also notes that Irrigation Infrastructure Operators undertake
significant administrative, operational and customer management functions on behalf of
WaterNSW, including bulk account management, customer administration, internal
distribution management and cost recovery processes.

Historically, these responsibilities have been recognised through the application of bulk
water charge discounts to l1IOs. The basis for these arrangements was acknowledged and
not disputed during previous pricing determinations.

While JIL strongly opposes the proposed price increases outlined within the Draft
Determination, JIL submits that if increased bulk water charges are ultimately adopted, the
corresponding 110 bulk water discounts should also be reviewed to appropriately reflect
the increased value of the administrative and operational functions being undertaken by
110s on behalf of the broader water management system.

Failure to adjust these arrangements would effectively increase the net cost burden on IIO
customers despite [|Os continuing to perform functions that reduce WaterNSW’s direct
servicing and administrative obligations.

JIL therefore requests that IPART review the methodology used to calculate IO bulk water
charge discounts as part of the final determination process to ensure these arrangements
remain equitable and reflective of actual cost responsibilities.

Question 7 — River Operations, Dam Safety and Other
Government Activities

We do not support increasing the customer share of River Operations costs.

River operations support a broad range of functions that extend beyond irrigation delivery,
including:

e Environmental flow management.
e Basic landholderrights.
e River maintenance flows.



e System losses and operational water requirements.
e Community and town water outcomes.

In valleys such as the Lachlan, substantial volumes of water are required simply to operate
the river system before irrigation deliveries occur.

Accordingly, irrigators should not be required to fully fund activities that deliver broad
public and environmental benefits.

We also support LVW’s concerns regarding dam safety expenditure. Dam safety upgrades
are primarily driven by public safety obligations and modern regulatory requirements
rather than direct customer service enhancements. Government should therefore
contribute a significantly larger proportion of these costs.

We further support LVW’s request for greater transparency regarding fish ladder
expenditure and project delivery. Irrigators have contributed funding over multiple pricing
determinations, yet there remains limited public reporting regarding:

e Funds collected.

e Works completed.
e Projecttimelines.

e Costoverruns.

e Delivery outcomes.

IPART should require significantly improved reporting and accountability before additional
customer funding is approved.

Question 9 — Fixed and Variable Tariff Structure

We support a transition away from the current 40:60 fixed-to-variable tariff structure
toward an 80:20 model.

The current pricing structure places excessive reliance on usage-based recoveryin a
system where water availability, water use and infrastructure utilisation are increasingly
volatile. In lower reliability systems such as the Lachlan Valley, remaining productive
irrigators are exposed to escalating per-megalitre costs as overall system utilisation
declines.

The water market and irrigation sector now operate in a highly variable environment where
actual water use fluctuates significantly according to:

e Seasonal conditions.
e Allocation levels.
e Commodity prices.



e Temporary water market prices.
e Government restrictions.

An 80:20 pricing structure would:

e Better align pricing with the underlying fixed-cost nature of irrigation infrastructure.
e |mprove revenue stability.

e Reduce volatility in per-ML cost recovery.

e Improve affordability and planning certainty.

e Better reflect the operational realities of low reliability valleys.

Both WaterNSW and irrigation infrastructure operators are increasingly facing the impacts
of declining system utilisation. Higher prices reduce activation and productive water use,
resulting in fixed costs being spread over fewer megalitres. This in turn drives further price
increases and further reductions in utilisation.

Without structural reform, this creates a negative feedback cycle that risks undermining
the long-term sustainability of irrigation infrastructure and productive water use within the
Lachlan Valley.

For customers within irrigation corporations such as Jemalong Irrigation Ltd, WaterNSW
bulk water charges are further compounded through privately operated conveyance
systems. As a result, increases in bulk water pricing flow through multiple layers of
infrastructure cost recovery before reaching farm-gate production.

This means the effective impact on irrigators within 110 systems is materially greater than
headline WaterNSW price increases alone.

Importantly, we wish to clarify that Jemalong Irrigation Ltd supports the transition toward
an 80:20 pricing structure. Any suggestion in previous submissions or consultation
material that JIL supported maintaining the existing pricing structure appears to have
resulted from either misunderstanding or misinterpretation of JIL’s position.

JIL’s position aligns with LVW’s view that the current pricing framework places an
unsustainable burden onirrigators and that pricing structures must better reflect actual
system utilisation and long-term infrastructure sustainability.

Question 11 - Price Caps and Price Increases

We do not support annual price increases of 10% plus CPI.

Compounding increases at this level are unaffordable for many irrigated farming
businesses, particularly in valleys with declining reliability and reduced productive water
use.



Water pricing has now become a direct driver of irrigator behaviour. Rising costs are
contributing to:

e Reduced water use.

e Reduced productive output.

e Lower participation in irrigation.

e Increased pressure on regional economies.

This creates a negative feedback cycle where declining water use results in increasing unit
costs for remaining users.

We support LVW’s position that annual price increases should be capped at 5% with no
additional CPl escalation.

This approach would provide greater price stability while still allowing WaterNSW to
recover efficient costs over time.

Question 12 — Transition Pathways and Affordability

We support a more gradual and affordable transition pathway.
Current proposals do not sufficiently account for:

e The volatility of irrigation income.

e Reduced water reliability.

e Droughtrisk.

e Existing debt and operating pressures on farming businesses.
e Broader regional economic impacts.

Affordability assessments should consider whole-of-business impacts rather than relying
solely on gross margin analysis.

Many irrigated businesses face substantial fixed costs beyond water charges, including:

e Labour.

e Energy.

e Machinery.

e Finance costs.

e Land costs.

e Compliance obligations.

Price increases that may appear manageable in isolated modelling exercises may not be
sustainable in practice.



Question 16 — Demand Volatility and Revenue Risk

We do not support transferring demand volatility risk from WaterNSW to customers.

Low demand periods typically coincide with drought conditions and low allocations when
irrigators are least able to absorb additional costs.

WaterNSW is significantly better placed than individual irrigators to manage revenue
variability due to:

e Diversification across valleys.

e Access to government support mechanisms.
e Scale and financial capacity.

e Regulatory protections.

Mechanisms that increase customer exposure to revenue recovery during low use periods
would create additional financial instability and undermine confidence in the pricing
framework.

Question 17 — Affordability Assessment

We support IPART considering affordability impacts; however, we believe the current
assessment materially understates the cumulative impact of rising water charges.

Affordability analysis must recognise:

e Declining water reliability.

e Reduced irrigation margins.

e Increased operating costs.

e Reduced productive water use.

e Existing debt servicing pressures.

e Regionaleconomic dependence onirrigated agriculture.

The current pricing trajectory risks reducing productive water use and accelerating
structural decline in irrigation-dependent communities.

A sustainable pricing framework must balance efficient cost recovery with the long-term
viability of productive water users.




Question 19 — Broader Impacts and Long-Term
Sustainability

The long-term sustainability of the WaterNSW pricing framework depends on maintaining a
viable and productive irrigation sector.

The current trajectory of:

e Increasing fixed charges.

e Increasing customer cost shares.
e Reduced utilisation.

e Escalating infrastructure costs.

e Regulatory cost growth.

is not sustainable.

The pricing framework must adapt to the reality that the water system now delivers broader
public, environmental and policy outcomes beyond irrigation.

Future pricing models should therefore:

e Better align costs with actual beneficiaries.

e Increase transparency and accountability.

e Recognise reduced system utilisation.

e Reduce over-reliance on fixed entitlement charges.

e Ensure government contributes appropriately toward public benefit activities.

Without reform, there is a significant risk that increasing charges will continue to reduce
productive water use and weaken regional economies.

JIL also considers that greater scrutiny should be applied to major capital expenditure
programs and cost escalation events. Customers should not be exposed to funding
inefficient project delivery outcomes, avoidable delays, or uncontrolled cost overruns.

Where significant capital expenditure is proposed, IPART should require:

e Greater transparency around project management and delivery.

e Independent scrutiny of capital efficiency.

e Benchmarking against comparable infrastructure programs.

e (Cleardemonstration that expenditure remains prudent and efficient.

This is particularly relevant regarding recent concerns surrounding major project cost
escalation within the Lachlan system.




Conclusion

We strongly support the submission made by Lachlan Valley Water Inc and urge IPART to
reconsider the current draft pricing approach.

The existing framework no longer reflects the operational realities of the modern water
industry and places an increasingly unsustainable burden on irrigators.

In particular, we support:

e Transitioning toward an 80:20 fixed-to-variable tariff structure.

e Greater government contribution toward public benefit activities.

e Improved transparency around capital expenditure and fish ladder funding.
e Retention of customer protections against excessive price increases.

e Stronger consideration of affordability and regional economic impacts.

e Rejection of mechanisms that transfer demand volatility risk to irrigators.

A more balanced and sustainable pricing framework is required to maintain productive
irrigation, regional employment, food and fibre production, and the long-term
sustainability of rural communities across NSW.



