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Prices for Water NSW regional and rural bulk water from 1 July 2026
Independent Pricing and Regulatory Tribunal

PO Box K35

Haymarket Post Shop, Sydney NSW 1240

Via email: water@ipart.nsw.gov.au

Dear Sir/ Madame

NSW Farmers would like to contribute the following discussion paper to the Review of Prices
for Water NSW regional and rural bulk water from 1 July 2026.

As a member of the NSW Irrigators Council, NSW Farmers is supporting that submission
lodged with you, and it is annexed to this submission. This submission clarifies the emphasis
on the policies of NSW Farmers, that are decided by the membership, and is to be read in
conjunction with the NSWIC paper. Where there is an inconsistency of position or emphasis
with the NSWIC submission, this paper will discuss that variance.

NSW Farmers recommendations.

NSWFA submits the following key recommendations:

e Priceincreases should be limited to CPI until full and transparent scrutiny of Water
NSW and MDBA costs is achieved

o |IPART’s independence and powers should be strengthened to scrutinise water delivery
and management costs

¢ Water charges must reflect allocations and actual water availability

¢ NSWFA does not support progression to full cost recovery under current policy
settings

¢ |PART must clearly justify all increases in water charges

e« Greater contestability or benchmarking of bulk water services should be introduced to
ensure efficient pricing

Introduction

NSW Farmers is the peak representative body for farmers across New South Wales,
representing thousands of mostly family-run farm businesses producing food and fibre for
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domestic and export markets. Reliable, affordable and efficiently delivered water services are
fundamental to the viability of irrigated agriculture and regional communities. Water charges
are not abstract regulatory settings for farmers—they are a core input cost that directly affects
farm profitability, production decisions, and long-term business sustainability.

NSW farmers are operating in an environment of sustained and compounding cost pressures.
Water pricing must be considered alongside escalating fuel, fertiliser, energy, labour and
supply chain costs that are constraining farm businesses across the state. In this context,
regulated water charges administered by Water NSW play a critical role in determining
whether irrigation businesses can remain viable, competitive and resilient.

NSW Farmers recognises the essential public service role performed by Water NSW as the
state’s river operator and bulk water service provider. A well-functioning monopoly operator
with a strong regional footprint, deep local knowledge, and clearly defined service standards
is vital to water users and the broader water management system. That regional footprint is
not incidental—it is integral to Water NSW’s statutory functions and responsibilities, and
must be preserved.

At the same time, NSW Farmers is concerned that Water NSW is increasingly being tasked
with delivering wider regulatory, policy and reform objectives without adequate and
transparent government funding support. NSW Farmers strongly maintains that the costs of
such mandates should not be transferred to water users through higher regulated charges.

As a monopoly service provider, Water NSW’s pricing, expenditure and service delivery
performance require rigorous and independent scrutiny. NSW Farmers submits that current
arrangements have not delivered sufficient accountability. Water users are facing
year-on-year increases in fees and charges, while confidence in service performance and
value for money has been eroded due to perceived inefficiencies, overspending, and a lack of
prioritisation of core water delivery functions. For this reason, NSW Farmers supports
strengthening IPART’s oversight role to ensure full transparency and scrutiny of Water NSW’s
costs, consistent with NSW Farmers policy.

NSW Farmers therefore supports IPART’s call for a transparent review of the water pricing
framework to identify inefficiencies, restore trust, and improve accountability to customers.
Pricing reform must be directed toward genuine efficiency improvements, not cost shifting,
and must deliver tangible benefits to water licence holders through improved services and
lower long-term costs.

Since the 2021 pricing determination, water users have experienced significant changes
arising from broader water reform processes and Water NSW’s internal business
transformation. NSW Farmers expects that these changes should translate into measurable
improvements for customers, including more efficient operations, better service delivery and
more affordable prices. This submission is made on the basis that future pricing decisions
must reflect those expectations and recognise water as an essential production input for
NSW farmers.
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Previous funding proposals would have led to “unaffordable water bills,” with some users
facing very large increases over time, and this cannot be endorsed in this determination.
IPART must make affordability a binding constraint, not a secondary consideration, when
setting Water NSW prices. Farmers are operating in an environment of declining profitability,
rising input costs, and reduced service access, and water price increases above CPI
compound unsustainable financial pressure on primary production.

From a farmer’s perspective, water is a non-discretionary input, not a luxury or optional
service. Pricing frameworks that assume continual cost pass-through ignore the reality that
farm businesses cannot simply absorb or pass on rising water costs without cutting
production, exiting irrigation, or taking on unsustainable debt.

IPART should therefore:
e cap price increases at CPI for the determination period, and

e explicitly assess farmers’ capacity to pay as a threshold test, not an outcome to be
noted after prices are set.

1. Expenditure efficiency / core vs non-commercial activities
NSW Farmers does not support Water NSW expenditure growth and asks for stronger
differentiation between “commercial” essential services and “non-commercial”
activities (e.g., expanded licence obligations), arguing non-commercial activities
should not be funded via customer bills.

2. Cost sharing / impactor-pays reform

The impactor-pays approach is applied fails to account for broad public benefits from
dams/infrastructure; NSWFA calls for revising cost sharing to better allocate costs
benefiting more than water users to the public via government.

3. Pass-through charges (MDBA/BRC)

This submission opposes opaque pass-through charging to water users where IPART
cannot assess efficiency; it says this concern applies to Water NSW and equally to
WAMC pass-through charges.

4. Determination period

NSW Famers supports IPARTs draft decision for a three-year determination
period, only if IPART has sufficient certainly in Water NSW efficient costs, and certainty that
prices are transparent, equitable, effective and practical.

NSWFA further submits that price increases during the determination period should be
limited to CPIl until such time as full scrutiny of Water NSW’s efficient costs is achieved

Long-term pricing determinations are inappropriate while major water reforms are underway
at both state and national levels. Farmers face uncertainty from Basin Plan reform, the Water
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Act review, and national water policy changes, all of which may materially affect costs and
access.

From a farmer’s perspective, locking in prices for four or more years under these conditions
shifts unacceptable regulatory risk onto water users.

5. Bulk water services

NSWEFA also supports IPARTs recommendation for a broader government review of bulk water
services, and the points made by the NSWIC, that the review;

1. inclusive - involve all key customer stakeholders, IPART, Water NSW and relevant
shareholding Ministers,

2. istransparent — with adequate information to scrutinise cost-drivers and business
processes, and

3. Isfocussed on long-term efficiency for Water NSW and affordability for water users.
6. Water prices

Farmers should only be required to pay for efficient, essential, and directly related bulk
water services. There is no justification for continued growth in Water NSW operating
expenditure where there is no demonstrable improvement in service delivery or reliability.

From a farmer’s perspective, Water NSW operates as a monopoly service provider. That
creates a heightened obligation for IPART to rigorously test expenditure efficiency and reject
cost growth that would not be tolerated in a competitive market.

IPART should:

o require Water NSW to clearly distinguish between core commercial services and
non-commercial or government-driven activities, and

o disallow recovery of non-core expenditure through customer water bills where those
activities primarily deliver public, regulatory, or environmental benefits.

NSWFA submits that price increases should be limited to CPIl until such time as governments
enable full and transparent scrutiny of water delivery and management costs . On the North
and South Coast, we recommend water pricing remain constant with annual increases by
inflation only.

NSWFA does not support the application of upper bound pricing in bulk water charges .

NSWFA also does not support progression to full cost recovery under the current policy
settings .

NSWFA also supports the introduction of greater contestability or benchmarking of bulk
water services to ensure that prices reflect efficient service delivery
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7.Community Service Obligations

If water prices increase beyond water users’ capacity to pay, water users will cease using
Water NSW services, choose to substitute irritation with rainfall dependent production, or
purchase feed. This would limit the economic return available from higher water costs.

Water management systems and water infrastructure deliver ecological outcomes, drought-
proofing and resilience, regional economic activity, and community stability. This justifies
ongoing government contribution through a CSO rather than requiring full recovery from a
small irrigator base.

This further reinforces that full cost recovery is not appropriate under current conditions,
particularly where customer capacity to pay is constrained .

8. WACC and RAB

NSWFA seeks clear justification from IPART regarding increases in water rates arising from
WACC and RAB changes, including full transparency of cost drivers and efficiency
assessments .

9.Cost pass-through and true-up

NSWFA opposes opaque pass-through charging to water users where IPART cannot assess
efficiency, and this concern applies to Water NSW and equally to WAMC pass-through
charges.

NSWFA does not support mechanisms that transfer disproportionate financial risk to
irrigators or allow automatic recovery of costs without appropriate scrutiny .

Pass-through charges that IPART cannot scrutinise for efficiency, value for money, or
appropriateness should not be automatically transferred to water users. Farmers should not
be the funding backstop for charges imposed by external bodies over which they have no
control.

From a farmer’s perspective, this lack of transparency undermines confidence in the pricing
framework and strips away meaningful regulatory oversight.

IPART should:
¢ limit pass-through charges where efficiency cannot be assessed, and

¢ apply the same scrutiny to MDBA and BRC charges that is applied to Water NSW
expenditure.

10.Demand Volatility Adjustment Mechanism
Pricing mechanisms must ensure that irrigators are not exposed to excessive fixed cost

burdens during periods of reduced allocations or water use .
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11.Proposing a Revised framework

NSWIC accept IPARTSs revised cost-sharing framework and support its recognition that rural
valley bulk water users are not the sole impactors, but one of a broader range

of beneficiaries for whom the Water NSW infrastructure was constructed and continues to
serve.

Generally in the Upper Catchments unregulated licence holders can go many years without
water being available in their own storages so it’s important that the admin & licence fees
recognise that they receive no direct benefit from govt storages, and should not be over
charged when having to maintain their own storages, works, and pumps etc. and don’t have
the security of irrigation every year. (di)

In what other industry do users pay for a product that they don’t actually receive?

In terms of priorities for water delivery, General security users are last (apart from
supplementary licences) but are being asked to pay more and this will continue to have a
detrimental effect on production capacity.

NSWFA supports the introduction of greater contestability or benchmarking of bulk water
services to ensure that prices reflect efficient service .

12.Cost-share percentages

NSWFA’s proposed cost-share arrangements are guided by the principle of achieving a fairer
system of water charges .

13.Government service activity

We support the creation of the government service activity at a customer share of 0%

Increasing the government share of costs is consistent with ensuring a fair allocation of costs
across beneficiaries of water infrastructure and services (NSWFA Policy 08AC

We recommend IPART consider allocating a minimum of 10% of Water NSW efficient costs to
this activity.

Water working groups convened by Water NSW and representing industry in

2023/24, including water licence holders, environment, community/resident interests
across regional NSW expressed overwhelming support for an increased government
cost share to achieve greater equitable cost distribution.

14.Impact of increasing water price and capacity to pay

NSWFA submits that water charges should reflect allocations and actual water
availability to avoid disproportionate financial burden in low allocation years .
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15.Funding legacy infrastructure

This reinforces the need for a fairer system of water charges that reflects the shared benefits
of water infrastructure.

16.Investing in Complementary Measures

These costs should not be recovered from irrigators without clear justification and
transparency regarding their necessity and beneficiaries .

17. Rural Water Pricing Must Be Affordable and Within Farmers’ Capacity to
Pay

IPART must make affordability a binding constraint, not a secondary consideration, when
setting Water NSW prices. Farmers are operating in an environment of declining profitability,
rising input costs, and reduced service access, and water price increases above CPI
compound unsustainable financial pressure on primary production.

From a farmer’s perspective, water is a non-discretionary input, not a luxury or optional
service. Pricing frameworks that assume continual cost pass-through ignore the reality that
farm businesses cannot simply absorb or pass on rising water costs without cutting
production, exiting irrigation, or taking on unsustainable debt.

IPART should therefore:
e cap price increases at CPI for the determination period, and

e explicitly assess farmers’ capacity to pay as a threshold test, not an outcome to be
noted after prices are set.

18. Water NSW Expenditure Must Be Proven Efficient and Limited to Core
Service Delivery

Farmers should only be required to pay for efficient, essential, and directly related bulk
water services. There is no justification for continued growth in Water NSW operating
expenditure where there is no demonstrable improvement in service delivery or reliability.

From a farmer’s perspective, Water NSW operates as a monopoly service provider. That
creates a heightened obligation for IPART to rigorously test expenditure efficiency and reject
cost growth that would not be tolerated in a competitive market.

IPART should:

¢ require Water NSW to clearly distinguish between core commercial services and
non-commercial or government-driven activities, and

¢ disallow recovery of non-core expenditure through customer water bills where those
activities primarily deliver public, regulatory, or environmental benefits.
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19. Non-Commercial and Public-Benefit Activities Should Be Funded by
Government, Not Farmers

Costs arising from activities that deliver broad public benefits—such as environmental water
management, flood operations, scientific monitoring, and whole-of-government policy
programs—should be funded by government, not loaded onto water users.

From a farmer’s perspective, it is inequitable to require irrigators to underwrite public goods
that benefit communities, towns, ecosystems, and downstream users far beyond rural water
customers.

IPART should:

¢ exclude costs associated with non-commercial obligations from the customer revenue
base, and

e ensure that activities undertaken on behalf of government policy objectives are
financed through government appropriations rather than water charges.

20. The Impactor-Pays Principle Is Being Misapplied and Must Be
Rebalanced

The way the impactor-pays principle is currently applied wrongly assumes that rural water
infrastructure exists solely for irrigators, ignoring the substantial social, economic,
environmental, and flood-mitigation benefits delivered to the wider public.

From a farmer’s perspective, dams and bulk water systems underpin regional economies,
town water security, flood mitigation, and environmental outcomes. Farmers are bearing a
disproportionate share of costs while the broader community captures the benefits without
commensurate contribution.

IPART should:
¢ revise the counterfactual used to allocate costs,
« properly identify all beneficiaries, not justirrigation users, and

e rebalance cost-sharing ratios so that public benefits are funded publicly.

21. IPART Should Reject a Move to Externality-Adjusted Pricing for Rural
Bulk Water

Externality-adjusted pricing is not an appropriate or workable model for rural bulk water
services in NSW. It would add complexity, uncertainty, and administrative burden without
clearly improving affordability or fairness.

From a farmer’s perspective, the problem is not the absence of a sophisticated pricing
model—it is the misallocation of costs under existing arrangements. Fixing how
impactor-pays is applied will achieve fairer outcomes more effectively than introducing an
untested and opaque pricing framework.
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IPART should:
e abandon externality-adjusted pricing for rural bulk water, and

e instead focus on transparent, equitable cost allocation within the existing framework.

22. Valley-Based Pricing Should Be Retained to Protect Transparency and
Accountability

Valley-based pricing remains essential for transparency, accountability, and service equity.
Moving to regional pricing risks masking cross-subsidisation, reducing visibility of service
standards, and further disadvantaging farmers in areas that already experience reduced
services.

From a farmer’s perspective, consolidation and centralisation of services has historically
resulted in higher costs and worse service at the local level.

IPART should:
e retainvalley-based pricing, and

e resistrestructuring price zones as a blunt tool to address affordability.

Yours sincerely
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