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Executive Summary

Macquarie River Food and Fibre (MRFF) represents over 5oo irrigated food and fibre producers (as water
licence holders) in the Macquarie Valley in Central West NSW. Irrigated agricultural production in the
Macquarie Valley is critical to the regional economies of Dubbo, Warren, Narromine and surrounds. MRFF
plays a central role in ensuring irrigated agriculture in the region, and the communities that depend on it, are
viable for the long term.

MRFF places great importance in IPART's role to employ impartial rigour, economic rationale, and
consideration of customers in responding to WaterNSW's Pricing Proposal and setting monopoly prices for
the coming determination period.

MRFF have 2 key positions to submit to IPART in response to the 'Draft Report - Prices for WaterNSW regional
and rural bulk water from 1 July 2026":

/'I MRFF supports a 5% annual price cap (plus inflation), not the proposed 10%, consistent with
al IPART's WAMC pricing decision and to balance affordability pressures facing irrigators already
under significant net margin strain.

@ A fundamental review of WaterNSW's operating model, regulatory framework and funding
arrangements should be undertaken during the draft 3-year price determination period, and
no further Water NSW pricing proposal(s) or IPART determination(s) be undertaken until the
review is completed.

DRAFT Determination: Macquarie Valley Impacts

IPART is proposing prices increase up to 10% per year (before inflation) for the next 3 years (2026—2029),
while maintaining valley-based pricing across the rural valleys.

Typical bill increases
This results in the below forecast ‘typical bill’ increases to the Macquarie Valley.*

e General Security Entitlements: 9.7% over the 3-year period (annualised 3.1%6)
e High Security Entitlements: 4.3% over the 3-year period (annualised 1.4%)

Price breakdown (bulk entitlement & usage prices) and FCR

IPART have determined prices for the Macquarie Valley would reach full cost recovery (FCR) under the 10%
cap.? FCR prices were calculated based on past decisions of efficient expenditure, other costs and cost
shares.3

Macquarie valley bulk water entitlement prices for the determination period:

e General security entitlements: $0.17/ML increase (1.1% annualised) and equal to FCR.
e High security entitlements: $0.9/ML decrease (-1.2% annualised) and equal to FCR.

*|PART, ‘DRAFT Report Prices for WaterNSW regional and rural bulk water from 1 July 2026’ Table 1.1, pp.10-11 'Bills by valley
including MDBA and BRC costs ($2025-26)’, March 2026.

2 Ibid, 144.

3|bid, 143.
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Macquarie valley bulk water usage prices for the determination period will see an increase $3.17/ML (3.7%
annualised).

il 5% annual price increase cap

MRFF supports a 5% annual price cap (plus inflation), not the proposed 10%, consistent with
IPART's WAMC pricing decision* and to balance affordability pressures facing irrigators already
under net margin strain.

WaterNSW'’s increasing RAB, driven by high growth rates of capital expenditure, threatens to further
increase prices to meet a growing FCR burden

WaterNSW's increasing capital expenditure is adding to the Regulated Asset Base (RAB). The RAB has grown
by >33% since 2021-22 and is forecast to grow another 16% in real terms over the next three years.> This
expanding RAB is a driver of the revenue requirement customers are being asked to fund via price increases.

MRFF predict this trend will adversely affect the Macquarie Valley directly in the long term via further, and
more substantial price increases, to meet an increasing FCR burden. Further, IPART notes the costs of
providing bulk water services ‘have increased to a level that is increasingly difficult for customers to afford®.

Further WaterNSW price increases need to consider the existing cost burden already threatening irrigated
agricultures net profit margins

The bulk water entitlement prices and bulk water usage prices for the Macquarie Valley under a 5% cap (plus
inflation) do not vary to the draft decision, and the typical bill (incl MDBA and BRC costs) for the Macquarie
Valley remain unchanged. However, there are further additional affordability considerations to be made when
assessing the appropriateness of any price increase.

MRFF shares the view and conclusion of the independent price impact analysis on irrigated agriculture that
‘pricing approaches that least distort future consumption and investment decisions, rather than mechanistically
requiring that the cost of sunk investments be recovered from current customers beyond their capacity to pay"
are the appropriate approaches.

Despite the modelling not considering IPART's draft 10% cap decision, or the alternative 5% cap option, the
direction of Ricardo's evidence and findings is clear. The lower the rate of price increase, the lower the
likelihood price increase will exceed customers' capacity to pay. This also reduces the likelihood of triggering
structural reform in irrigated agricultural business, net margin deterioration, decreasing water entitlement
values, reduced sector participation, and increasing costs concentration. All of which threaten a ‘death spiral’
where declining demand or number of customers progressively undermines WaterNSW's financial
sustainability.®

A 5% cap finds the balance between financial sustainability and customer affordability

MRFF submits the 5% annual cap approach is most consistent with Ricardo's conclusion. The 5% cap
maintains the trajectory toward cost recovery while managing increases at a rate irrigators can plan for and
adapt to in a structured manner, without threatening the viability of irrigated agriculture.

4IPART capped WAMC price increases at 5% in the 2024—25 review. Applying a different, higher cap to WaterNSW charges for the
same customers is inconsistent and compounds the cumulative burden on agribusiness.

5 Ibid, Table H.3, pg 253.

6 Ibid pg. 15.

7Ricardo 2026, IPART: 2025-26 review of WaterNSW's prices, report prepared for IPART, pg 5.

8 Ricardo 2026, IPART: 2025-26 review of WaterNSW's prices, report prepared for IPART, pg 53.



Our position is not to avoid cost recovery indefinitely, but to manage the pace of transition while farm
businesses absorb existing cost pressures.

&, Fundamental Review

A fundamental review of WaterNSW's operating model, regulatory framework and funding
arrangements should be undertaken during the draft 3-year price determination period, and no
further WaterNSW pricing proposal(s) or IPART determination(s) be undertaken until the review
is completed.

MRFF and IPART are aligned in the view a fundamental review is necessary

MRFF has previously submitted the degree and cost of water planning, requlation and operation by
WaterNSW and requires review of these fundamentals to bring them back within reason. IPART's Draft
Recommendation 1 ‘NSW Government review the longer-term sustainability of the regional and rural water
sector, including whether WaterNSW's operating model, requlatory framework and funding arrangements remain
fit for purpose’ validates MRFF's position.®

MRFF strongly supports this recommendation. MRFF further submit that IPART detail the fundamental
review be completed within the first 18 months of the draft determination period, to allow the next
WaterNSW proposal and subsequent IPART determination be based on a comprehensive and up to date
understanding of the fundamentals of WaterNSW'’s operating model, regulatory framework and funding
arrangements.

The evidence base of the Draft Report demonstrates why a review is necessary
Water NSW's operating expenditure (Opex) and capital expenditure (Capex) are unsustainable, exceeding
allowances and/or increasing at an unjustifiable rate.

WaterNSW's Opex exceeded the 2021 allowance by 13.3%.*° EY found operating costs grew at 9% per year
while wages grew at 3—4%, with corporate functions comprising 35% of Opex and growing without a clear and
corresponding increase in requirements.*

WaterNSW's Capex is increasing dramatically and has historically been beyond the forecast amounts for
previous determination periods. The draft $322.4m Capex decision is 67.5% higher in real terms than the
forecast made in the 2021 determination and 94.7% higher than WaterNSW's actual Capex in the 2021
determination period. Further, WaterNSW proposed Capex is 17.8% higher than the draft decision.*?

IPART acknowledges ‘price-based measures alone cannot address the underlying challenges facing the regional
and rural water sector over the longer term’ and WaterNSW's regulatory activities ‘have expanded since its
establishment in 2014’3 This expansion cannot be borne by irrigators already facing net-margin pressures.

The review should be prioritised to allow further price determinations to be set in the medium to long term
with confidence in the data and information

WaterNSW customers should not be asked to fund a three-year pricing cycle built on a framework identified
as potentially unfit for purpose. MRFF does not seek to delay necessary investment but seeks an orderly
process where the fundamental questions about cost, governance and service delivery are answered before
prices are set for the medium to long term is critical for justifiable outcomes.

9 IPART, 'DRAFT Report Prices for WaterNSW regional and rural bulk water from 1 July 2026, March 2026, pg. 47.
20 |bid, pg 5o0.
1 |bid, pg 51.

22 |bid, pg 55.
13 |bid pg 46.



MRFF is committed to participating constructively in any review and urges IPART to strengthen Draft
Recommendation 1 by specifying a timeline and requiring the review to be completed before the next multi-
year pricing proposal and determination is made.
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