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Introduction

Lachlan Valley Water Inc (LVW) represents irrigation water entitlement holders within the Lachlan
Regulated River System of New South Wales. Our members include general security, high
security and supplementary water licence holders whose businesses depend on reliable water
allocations, predictable operating rules and stable regulatory frameworks.

Irrigated agriculture in the Lachlan Valley contributes significantly to regional employment, food
production and export income. The viability of these industries depends heavily on clear
governance arrangements, stable policy settings and regulatory certainty.

LVW has actively participated in previous IPART pricing determinations and continues to
advocate for a pricing framework that is economically efficient, transparent, and equitable
across all beneficiaries of water infrastructure.

This submission responds to IPART’s Draft Determination and addresses relevant consultation
questions. LVW’s response focuses on structural issues within the pricing framework, including
tariff design, cost sharing, affordability, demand trends, and capital expenditure transparency,
with a particular emphasis on the impacts in the Lachlan Valley.

Executive Summary

Lachlan Valley Water (LVW) submits that the current Draft Determination does not adequately
reflect the structural changes that have occurred in the NSW water market over the past 25
years, nor does it appropriately account for the realities of water use, affordability, and equity in
the Lachlan Valley.

The modern water system is characterised by a mature water market, highly efficient irrigation
practices, and significant reductions in consumptive water use driven by government policy. In
the Lachlan Valley, this has resulted in consistent underutilisation of available water. Despite this,
the pricing framework continues to assume a level of utilisation that no longer exists, leading to a
situation where fixed system costs are being recovered from a shrinking base of active water
users. This is creating a compounding cycle of increasing prices and declining use, which is
unsustainable.

LVW strongly opposes the continuation of the 40:60 fixed-to-variable tariff structure (Q9) and
instead supports a transition toward a structure where approximately 80% of costs are recovered
through fixed charges and 20% through usage-based charges. This better reflects the underlying
cost base of the system, which is largely fixed, and provides greater pricing stability in a system
where water use is highly variable and declining. The current structure exposes irrigators to
increasing volatility in per-megalitre costs as usage declines, contributing to a cycle of rising
prices and reduced water use.
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LVW also considers that current cost-sharing arrangements between customers and government
(Q6, Q7) do not adequately reflect the broader public benefits delivered by water infrastructure.
Water infrastructure delivers substantial public benefits, including environmental outcomes, flood
mitigation, and community water security, and a growing proportion of WaterNSW’s activities are
driven by government policy rather than irrigator demand. LVW also highlights that IPART has
misinterpreted the position of Jemalong Irrigation Ltd, which supports a lower customer cost
share consistent with an 80:20 model.

LVW does not support the proposed increase to 100% customer funding for river operations
(Q7), as these operations support a wide range of non-irrigation functions, including
environmental flows and basic landholder rights. Similarly, LVW considers that dam safety cost
shares remain too high and should be further reduced, as these costs are primarily driven by
public safety and regulatory requirements.

LVW raises serious concerns regarding the ongoing funding of fish ladder projects (Q7, Q19),
noting that irrigators have contributed funding across multiple determinations with limited
evidence of project delivery. LVW requests full transparency regarding historical funding and
project outcomes and notes that fish ladder construction is often a regulatory recommendation
rather than a strict requirement.

LVW does not support price increases that include CPI escalation. LVW’s position is that annual
increases should be capped at 5% with no additional CPI component (Q11, Q12). The proposed
10% plus CPI increase would result in compounding cost increases that exceed irrigators’
capacity to pay and would further drive reductions in water use.

LVW also raises significant concerns regarding the Lake Cargelligo embankment repair project,
which has experienced substantial cost escalation. LVW requests full transparency regarding
project costs, funding arrangements, and cost allocation to Lachlan water users, and
categorically rejects any proposal that would see customers funding up to 95% of this
expenditure.

In summary, LVW considers that the Draft Determination requires substantial revision to ensure
that pricing reflects actual system use, distributes costs equitably, and maintains the long-term
sustainability of irrigated agriculture in the Lachlan Valley.
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Structural Change in Water Use and System Underutilisation

(Response to Q9, Q11, Q17, Q19)

The pricing framework currently applied to WaterNSW bulk water services is based on
assumptions that no longer reflect the reality of water use in NSW. Over the past 25 years, the
water market has matured into a highly efficient allocation system, and irrigators have
significantly improved water use efficiency. At the same time, government policy has
progressively reduced consumptive water use through environmental water recovery, water
sharing plan amendments, and increased regulatory constraints.

In the Lachlan Valley, this has resulted in a system that is consistently underutilised. General
Security allocations frequently range from zero to moderate levels, and even in years of higher
allocation, actual use is constrained by economic conditions and policy settings. As a result, a
substantial proportion of available water is not extracted.

This has significant implications for pricing. The current model assumes a level of utilisation that
no longer exists, meaning that fixed system costs are being recovered from a smaller volume of
water use. For example, if water use in a valley declines from 100% to 50%, the effective cost per
megalitre doubles, even if total system costs remain unchanged. This creates a situation where
rising prices drive further reductions in use, reinforcing a negative feedback loop.

LVW submits that IPART must explicitly consider this structural change when assessing
affordability (Q17, Q19) and determining appropriate price caps (Q11), as failure to do so will
result in an unsustainable pricing trajectory.

Fixed to Variable Tariff Structure

(Response to Q9)

LVW does not support IPART’s draft decision to maintain the 40:60 fixed-to-variable tariff
structure in the Lachlan Valley. LVW considers that this structure no longer reflects the
operational realities of the system and should be transitioned toward a structure where
approximately 80% of costs are recovered through fixed charges and 20% through usage-
based charges.

While this represents an increase in the fixed component relative to the current structure, LVW
considers this approach more appropriate given the nature of the Lachlan system. A significant
proportion of WaterNSW'’s costs are inherently fixed, including asset maintenance, staffing,
compliance, and river operations. These costs are incurred regardless of the volume of water
delivered in any given year.

Under the current 40:60 structure, a large proportion of cost recovery is dependent on water use.
In a system like the Lachlan, where water availability and use are highly variable and often
constrained by policy, this creates volatility in revenue recovery and increasing pressure to raise
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prices over time as usage declines. This contributes to the current cycle where declining use
leads to higher unit costs, which in turn drives further reductions in use.

An 80:20 fixed-to-variable structure would better align pricing with the underlying cost base of the
system. It would provide:
o Greater revenue stability, reducing the need for sharp price increases when water
use is low
o Improved price predictability for irrigators, supporting long-term planning and
investment
o A clearer reflection that much of the system cost is tied to maintaining infrastructure
and capability, rather than the marginal delivery of water

Importantly, this approach would also reduce the extent to which pricing outcomes are distorted
by declining usage. Under a more usage-heavy model, irrigators who continue to use water are
exposed to increasing per-ML costs as total demand falls. A higher fixed component spreads
these costs more evenly across entitiement holders, recognising that all licence holders benefit
from the existence of the system, regardless of annual use.

In the Lachlan context, where water availability is inherently variable and policy settings continue
to constrain use, LVW considers that a move toward an 80:20 fixed-to-variable structure
represents a more sustainable and economically rational approach to pricing.

Cost Sharing Framework and Jemalong Irrigation Position

(Response to Q6, Q7)

LVW considers that current cost-sharing arrangements between customers and government do
not adequately reflect the distribution of benefits delivered by water infrastructure and river
system management.

WaterNSW’s services support a wide range of outcomes beyond irrigation, including
environmental water delivery, compliance with Basin Plan obligations, public safety through dam
management, and the provision of flows required to meet basic landholder rights and community
needs. A significant proportion of these activities are driven by government policy and statutory
obligations rather than direct customer demand.

Despite this, irrigators are increasingly being asked to fund a high proportion of total system
costs. LVW submits that this approach does not appropriately recognise the broader public
benefits associated with water infrastructure and river operations. A more balanced funding
model is required, with greater government contribution to reflect these shared benefits.
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LVW also wishes to clarify that IPART has misinterpreted the position of Jemalong Irrigation Ltd.
Jemalong has consistently supported a reduction in the cost burden placed on irrigators and does
not support increased cost recovery from customers. Their position aligns with LVW’s view that
pricing outcomes must reflect both affordability and the broader distribution of system benefits.

LVW therefore urges IPART to revisit both the allocation of costs between customers and
government and the underlying assumptions used to determine beneficiary shares. Without this
reassessment, there is a risk that irrigators will continue to bear a disproportionate share of costs
that are not directly attributable to irrigation services.

River Operations and Dam Safety Costs

(Response to Q7.)

LVW strongly opposes any increase in the customer cost share for River Operations in the
Lachlan Valley. The current proposal does not adequately recognise that a significant proportion
of river operations activity is undertaken to support functions that are not directly attributable to
licensed water users. These include the provision of Basic Landholder Rights, stock and
domestic supply, replenishment flows, environmental water delivery, and the maintenance of
minimum flows required to operate the river system itself. In the Lachlan, it is widely understood
that approximately 180 GL is required simply to run the river before any water is delivered to
towns, environmental accounts, or licensed users. These operational requirements exist
regardless of irrigation demand and are fundamental to broader public, environmental, and
statutory outcomes.

LVW submits that licensed water users should not be required to fund the operational costs
associated with these non-irrigation activities. IPART must require WaterNSW to attribute River
Operations costs at a valley level and clearly identify the proportion of costs associated with non-
irrigator services. Without this transparency, there is a significant risk that irrigators are cross-
subsidising activities that provide broader community and environmental benefits. LVW therefore
urges IPART to reject any increase in River Operations cost share for Lachlan water users and
instead ensure that costs are allocated in accordance with actual beneficiaries, with government
appropriately funding those activities that fall outside irrigation service delivery.
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Fish Ladders and Historical Funding

(Response to Q7, Q19)

LVW has significant concerns regarding the funding and delivery of fish ladder projects. Irrigators
have contributed funding toward these projects across multiple pricing determinations, yet there
is limited transparency regarding how these funds have been used or what outcomes have been
delivered.

LVW requests that IPART provide a full accounting of funds collected for fish ladder projects, a
list of completed works, and an explanation for delays or non-delivery. LVW understands that fish
ladder construction is often a regulatory recommendation rather than a strict requirement, and
therefore questions why irrigators are being required to fund these projects at such high levels.

Price Cap and Affordability

(Response to Q11, Q12, Q17, Q19)

LVW does not support price increases that include CPI escalation. LVW’s position is that annual
increases should be capped at 5%, with no additional CPI component.

The proposed 10% plus CPI increase would result in compounding cost increases that exceed
irrigators’ capacity to pay. For example, a business currently paying $150,000 annually in water-
related charges could see this increase to over $210,000 within three years under a 10% plus
CPI model. These increases are not matched by increases in water availability or service levels
and would place significant pressure on farm profitability.

Water pricing is now directly influencing behaviour. In the Lachlan Valley, rising costs are
contributing to reduced water use, reinforcing the cycle of declining utilisation and increasing unit
costs. LVW submits that IPART must prioritise affordability and system sustainability in its final
determination.

Demand Volatility and Revenue Risk

(Response to Q16)

LVW does not support mechanisms that transfer demand risk from WaterNSW to customers. Low
demand periods are typically associated with drought conditions and reduced allocations, during
which irrigators have limited capacity to absorb additional costs. Transferring revenue risk to
customers would exacerbate financial stress and increase business risk
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Lake Cargelligo Embankment Project

LVW has significant concerns regarding the Lake Cargelligo embankment repair project, which
has experienced substantial cost escalation, reportedly increasing by approximately 600% from
initial estimates. This raises serious concerns regarding project management and cost control.

LVW requests full transparency regarding total project cost, funding arrangements, cost
allocation to Lachlan users, and the treatment of project debt and interest costs. LVW
categorically rejects any proposal that would see customers funding up to 95% of this
expenditure, particularly where cost overruns are linked to inefficiencies or delays.

LVW also requests that IPART clearly outline the mechanisms in place to ensure that capital
projects remain within approved budgets and that inefficient expenditure is not passed through to
customers.

Conclusion

The Draft Determination, as currently framed, does not adequately recognise the cumulative
financial, regulatory and operational pressures facing water users in the Lachlan Valley and
across regional NSW. Over the past two decades, irrigators have adapted to a fundamentally
transformed system—one characterised by reduced water availability, increased regulatory
oversight, and a mature water market that has already driven significant efficiency gains. Despite
this, the pricing framework continues to rely on outdated assumptions about system utilisation
and cost recovery, placing an increasing burden on a declining base of active water users.

LVW submits that the current trajectory of rising costs, high fixed charges, and increasing
customer cost shares is not sustainable. Water pricing is no longer a neutral input—it is now
directly influencing behaviour, reducing water use, and undermining the economic viability of
irrigation businesses and the regional communities they support. Without meaningful reform,
there is a real risk that the pricing framework will contribute to further contraction in productive
water use, ultimately weakening the very system it seeks to fund.

IPART has an opportunity in this determination to take a more forward-looking approach. This
requires recognising that the water system is no longer operating under historical conditions and
that traditional cost recovery models may no longer be fit for purpose. LVW strongly encourages
IPART to explore more innovative and balanced approaches to cost sharing and funding,
including greater government contribution to reflect public benefits, improved attribution of costs
to actual beneficiaries, and mechanisms that reduce reliance on a shrinking pool of irrigators.

In particular, LVW urges IPART to ensure that pricing outcomes reflect the broader role of water
infrastructure in delivering environmental, community and policy outcomes, rather than treating it
solely as a service to irrigators. A more equitable and transparent framework—one that
recognises shared benefits and shared responsibilities—will better support long-term system
sustainability.
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LVW remains committed to engaging constructively with IPART and other stakeholders.
However, it is essential that the final determination reflects the realities on the ground and
provides a pathway toward a more sustainable, equitable and resilient water pricing framework

for the future.

Yours sincerely,

Glenn Daley
Executive Officer

LVW submission: IPART 2026 WaterNSW Pricing Draft Report for Regional and Rural Bulk Water 1 Jul 26 Page 9



About Lachlan Valley Water INC

Lachlan Valley Water INC (LVW) is an industry organisation representing surface water and
groundwater licence holders in the Lachlan and Belubula valleys.

Membership of LVW is voluntary and our 450 members represent all categories of licences
except for those held by environmental water managers. We are the collective advocacy and
lobbying body representing Lachlan Valley irrigators. As the industry leaders in water advocacy,
we are committed to supporting sustainable water management and ensuring fair access for all
who rely on this vital resource. From water licensing to policy development, Lachlan Valley Water
is a critical port of call for expert guidance and representation.

Irrigated agriculture may be last in line to access water, but it is first in delivering essential food
and fibre that supports Australian households and industries.

We are dedicated to securing the future of water resources for
the people who rely on them most. As an independent industry
group, funded by water licence holders in the Lachlan
catchment, Lachlan Valley Water are your voice at every level -
working with government, community, and other stakeholders
to ensure Fair access to water for productive use.

While this submission is made on behalf of our members, individual members may also make
their own submissions.
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