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Minister for Water
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Ms Carmel Donnelly PSM
Chair
Independent Pricing and Regulatory Tribunal

Re: IPART's Draft Report - prices for WaterNSW regional and rural bulk water services from
1 July 2026

Dear Ms Donnelly
We welcome the opportunity to provide feedback on IPART’s Draft Report for WaterNSW
regional and rural bulk water services, which was released on 31 March 2026.

We acknowledge the challenging environment facing the rural water sector and the efforts
IPART has made in its review of rural valleys bulk water pricing.

Our submission responds to the following matters in the draft determination, including the
recommendation for a review of the longer-term sustainability of the regional and rural water
sector in New South Wales.

Affordability considerations

We acknowledge the need to balance affordability with cost recovery principlesin a
challenging environment.

The Government recognises that irrigators currently face significant uncertainty in input costs,
including diesel and fertiliser. Regulated water prices reflecting the efficient cost of providing
water services support the long-term sustainability of the system. Using water prices to
cushion short-term cost shocks or uncertainties would undermine pricing efficiency, especially
when prices are set for three years or longer, during which time temporary pressures may have
subsided.

Cost recovery remains important for setting rural valley prices and is necessary to promote

efficient investments and ensure the long-term financial sustainability of rural bulk water
services. Limiting price increases weakens progress towards full cost recovery and imposes
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costs on NSW taxpayers. As such, price caps should be evidence-based and targeted to
address affordability challenges.

We recognise the limited timeframe and scope for making significant changes or
improvements before the Final Determination. The NSW Government looks forward to working
with IPART to develop a structured framework for managing water service affordability for
rural valley customers, including approaches to identify and address affordability constraints.

Cost sharing arrangements

IPART has proposed in the Draft Report changes to the cost sharing framework and introduced
a new Government Service Activity which will be fully funded by the NSW Government.

We note that these changes may affect other IPART-regulated water entities, including
directly the Water Administration Ministerial Corporation (WAMC) and indirectly urban water
utilities such as Sydney Water, particularly when considering the fairness of funding services
and any potential interactions with government.

We consider it is critical to ensure the cost sharing arrangements and approach are
appropriate over the long term. Additional work may be required in relation to these matters,
which may form part of the recommended review of the longer-term sustainability of the
regional and rural water sector, as discussed and recommended by IPART below.

Draft recommendation for the Government

In the Draft Report, IPART has recommended:

That the NSW Government undertake a review of the longer-term sustainability of the regional
and rural water sector in NSW, including whether WaterNSW's operating model, regulatory
framework and funding arrangements remain fit for purpose, to ensure the sector is financially
sustainable, affordable for customers, and capable of meeting future water security and
environmental challenges.

The NSW Government has been implementing initiatives in the relevant areas, including
working closely with WaterNSW since the 2025 rural valleys determination to review and
prioritise WaterNSW’s activities, alongside WaterNSW'’s own Business Transformation
Program.

In addition, the Government is undertaking several other water sector reviews, including
reviews of local water utility funding models, water utility rebates and WAMC governance and
pricing arrangements. These initiatives include considerations in relation to funding and
affordability issues in regional and rural areas.

The NSW Government notes that the review, as recommended by IPART, will take time to
develop, consult with customers and stakeholders, and implement.

Under the proposed three-year determination, stakeholders would need to be prepared to
deliver a review ideally within twelve months, to allow sufficient time for stakeholder
engagement and development of WaterNSW’s next pricing proposal. This emphasises the
importance of providing clear guidance for a targeted review.

Further clarification or guidance in IPART's Final Report

To assist the Government and other stakeholders in considering the matters raised in this
submission, it would be helpful to receive further clarification or guidance on the following
issues in IPART's Final Report:
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IPART's views on the development of a consistent, fair, and efficient rural customer
affordability framework over time, including the proposed principles and objectives of
the framework, roles and responsibilities for the design and implementation, and
relevant standards of evidence. A clear, targeted and evidence-based framework
would assist where affordability remains a key determinant of prices.

The evidence and justification used to inform IPART’s assessment of the activities and
costs associated with the new Government Service Activity, as well as the evidence
IPART would expect to be provided in the next price Determination.

The criteria or basis used to allocate the costs of each activity to customers or
government under the revised cost sharing framework (such as impactor pays,
beneficiary pays, or other approaches), as well as any further investigations or work
IPART proposes to undertake in relation to cost sharing arrangements following the
Final Determination.

The scope of price and regulatory structure changes IPART is likely to consider, along
with the types of evidence and justifications that would support IPART's considerations
of such changes.

IPART's expectations regarding the roles and responsibilities associated with any
review it recommends or considers, including the respective roles of the NSW
Government, IPART, WaterNSW and other stakeholders.
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We look forward to working together with IPART, WaterNSW and other stakeholders to further
enhance the sustainability of the regional and rural water sector.

Sincerely

Daniel Mookhey MLC
Treasurer

Date: [4(S 2,@

Courtney Houssos ML

Minister for Finance
Minister for Domestic Manufacturing and Government Procurement
Minister for Natural Resources

Date: | 4 MAy 200

Rose Jackson MLC

Minister for Water
Minister for Housing
Minister for Homelessness
Minister for Mental Health
Minister for Youth
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OFFICIAL





