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The Ricegrowers’ Association of Australia (RGA) welcomes the opportunity to E rga@rgaorgau

provide this submission to IPART’s Draft Report on Prices for WaterNSW 57 Yanco Avenue
Leeton NSW 2705
Regional and Rural Bulk Water from 1 July 2026. rga.org.au

The RGA represents irrigated rice growers across southern New South Wales,
primarily in the Murrumbidgee and Murray valleys. Our members are highly
efficient water users operating within a variable climate and market
environment, where access to reliable and affordable water is fundamental to
farm productivity, profitability, and long-term business viability.

Water charges are a significant input cost for our members and directly
influence farm-level decision making, including crop choice, scale of
production, and investment. As such, the outcomes of this pricing
determination are critically important not only to individual farm businesses,
but also to the broader irrigation-dependent regional communities and
industries they support.

In the interests of a period of certainty, RGA supports IPART’s draft decision for
a three-year determination period and the retention of valley-based pricing.

This submission focuses on key issues arising from the Draft Report,
particularly the impacts of proposed pricing outcomes on farm viability and
cropping decisions, and the need to ensure that costs are allocated fairly,
transparently, and in a manner that reflects the shared benefits of a modern
regulated river system.
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Pricing Structure and Cap on Annual Price Increases

The RGA supports IPART’s draft decision to retain a price cap model rather
than adopt WaterNSW’s proposed revenue cap.

We agree with IPART’s assessment that WaterNSW is better placed than its
customers to manage revenue variability. Irrigators operate in a highly variable
production environment, where water availability, commodity prices, and
seasonal conditions directly affect farm income. Introducing a revenue cap
would shift additional risk onto water users, further reducing their capacity to
respond efficiently to these uncertainties. In contrast, WaterNSW’s diversified
revenue base across valleys and customer groups provides it with a stronger
ability to manage fluctuations in demand.

Maintaining a price cap therefore represents a more equitable allocation of
risk and is consistent with the long-term interests of customers.

However, we do not support the draft decision to cap price increases to a
maximum of 10% per year plus inflation.

With rising input costs across the board, and the cumulative impact of
significant water reforms such as the Murray-Darling Basin Plan only now
starting to be fully realised, farmers have very limited capacity to absorb large
and sustained annualincreases in water charges. A 10% plus inflation
increase represents a material escalation in input costs over a short period,
which will place additional pressure on farm profitability.

For rice growers in particular, water is the primary input underpinning
production. As such, increases in bulk water charges directly influence
cropping decisions, including whether to plantrice at all in a given season.
Sharp increases in fixed and usage charges risk driving a reduction in irrigated
production, not as a result of efficient water use decisions, but due to cost
pressures that undermine the viability of water-intensive cropping systems.

In this context, a 5% per annum cap plus inflation represents a more
appropriate balance. It would still allow WaterNSW to progress toward cost
recovery, while providing customers with a more manageable and predictable
pricing path. This is particularly important given the existing exposure of
irrigators to climate variability, market volatility, and policy-driven reductions
in water availability.
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A lower cap would reduce the risk of sudden adjustments in farm business RICEGROWERS' ASSOC.
decisions, supporting more efficient long-term planning and investment. It

would also better align with recent regulatory precedent, including IPART’s

approach in setting WAMC charges, recognising that these costs are

ultimately borne by the same customer base.
T 02 6953 0433

Accordingly, we strongly encourage IPART to adopt a 5% plus inflation annual E rga@rgaorgau

. . . 57 Yanco Avenue
cap for the 2026 determination period. Leeton NSW 2705
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Government Service Activity and Cost Allocation

The RGA supports IPART’s draft decision to establish a government service
activity and to exclude the associated costs from the customer share.

We agree with IPART’s reasoning that a portion of WaterNSW’s activities now
more closely resemble the functions of a government department than those
of a bulk water service provider. In particular, activities relating to policy
implementation, system-wide reform, and broader public good outcomes do
not directly contribute to the storage and delivery of water to irrigators, and
should not be recovered from bulk water users.

However, we consider the proposed allocation of 7.5% of efficient operating
expenditure understates the scale and impact of these activities, and we
support increasing this share to at least 10%, consistent with the position of
NSW Irrigators’ Council.

Consumptive water users have borne the cost of successive and overlapping
water reform programs over multiple determination periods. These reforms
have often been subject to extended timeframes, cost escalations, and
delivery challenges—factors that are largely outside the control of water
users. Despite this, the associated costs have continued to flow through to
irrigators via WaterNSW charges.

At the same time, the scope of WaterNSW’s responsibilities has expanded
significantly. In addition to core water storage and delivery functions,
WaterNSW is now required to support a widening range of government-driven
activities, including climate change adaptation, environmental water
management, fish passage, and other public benefit outcomes. While these
initiatives may deliver important societal and environmental value, their costs
should be borne by the broader community through government funding,
rather than disproportionately by rural water customers.
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This is particularly important given the cumulative impact of policy reform on
irrigation-dependent industries. Farmers are managing increasing uncertainty
around water availability and reliability, alongside rising input costs and
evolving regulatory requirements. The continued transfer of policy
implementation costs onto water users risks undermining farm viability and
distorting efficient production decisions.

WaterNSW itself has consistently emphasised that it operates within a
framework set by government, implementing policy and regulatory
requirements rather than determining them. It follows that the costs
associated with these functions are appropriately characterised as
government service activities and should be funded accordingly.

Increasing the allocation to at least 10% would more accurately reflect the
true extent of these activities and ensure a fairer distribution of costs between
the NSW Government and water users.

Cost Share Arrangements

The RGA welcomes IPART’s revised approach to cost sharing, particularly the
move away from a simplified ‘impactor pays’ framework toward a forward-
looking counterfactual based on avoidable and common costs.

This revised methodology represents a material improvement. It more
appropriately recognises that many river management and bulk water
activities are driven by a combination of consumptive use, environmental
requirements, and broader public benefits. In principle, this framework should
lead to a more equitable allocation of costs between water users and the NSW
Government.

However, while the conceptual approach is supported, its current application
does not yet achieve this outcome.

IPART’s counterfactual explicitly assumes that, even in the absence of
consumptive water use, WaterNSW would continue to own and operate
infrastructure to deliver non-consumptive and public interest services. This is
a critical acknowledgement. It reflects the reality that regulated river systems
such as the Murray and Murrumbidgee are multi-purpose, highly managed
systems, which support downstream communities, environmental outcomes,
inter-state obligations, and broader economic activity.

Despite this, several key cost categories that would not be avoided under the
counterfactual continue to be overwhelmingly allocated to water users.
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In particular, the application of:

e 100% customer cost share for water delivery and operations, and
e 95% customer cost share for routine maintenance, renewals,
replacements and asset management,
is not consistent with the logic of the revised framework.

These activities underpin the operation of a modern working river system,
which delivers significant benefits beyond consumptive use. Even in the
absence of irrigation, infrastructure would continue to be required to support:

o delivery of environmental water and baseflows

e management of river health and system connectivity

e downstream community water needs

e inter-jurisdictional flow obligations, including those under the Murray-
Darling Basin framework

e recreational and other public uses.

As such, these costs are more appropriately characterised as common costs,
rather than avoidable costs attributable solely or predominantly to
consumptive users.

The current allocation therefore continues to place a disproportionate share of
system-wide and public benefit costs on irrigators, contrary to both the intent
of the revised framework and the principles of efficient and equitable pricing.

We note that IPART’s two-step methodology is designed to:

1. identify whether costs are avoidable under the counterfactual, and
2. allocate common costs between customers and government having
regard to statutory criteria.

To be credible, this framework must be applied consistently. Where IPART has
determined that infrastructure would continue to be operated under the
counterfactual, the associated operating, maintenance, and asset
management costs should not default to near-total recovery from water users.

We therefore support the position of NSW Irrigators’ Council that further work
is required to properly implement the revised framework.
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In particular, there is a clear need to:

o reclassify a greater proportion of delivery, operations and asset-related
costs as common costs, and

e increase the government share of these costs to reflect the broad
public and environmental benefits delivered.

Ultimately, a pricing framework that continues to allocate the vast majority of
system costs to a shrinking consumptive user base risks undermining both
equity and economic efficiency and may contribute to a cycle of declining
water use and rising unit costs.

IPART’s revised framework is a significant step forward. However, its
effectiveness will depend on ensuring that cost share outcomes genuinely
reflect the counterfactual and the shared benefits of a modern regulated river
system.

Efficient Expenditure and Delivery of Capital Projects

The RGA emphasises the importance of rigorous scrutiny of efficient
expenditure, particularly in relation to capital projects that are funded through
water charges.

We are concerned that, across multiple determination periods, water users
have been asked to fund capital programs that have subsequently been
delayed, re-scoped, or not delivered, with associated costs reappearingin
future pricing proposals. This raises questions about whether customers are,
in effect, being asked to fund the same projects more than once.

For example, key regulatory obligations such as fishway programs and
cold-water pollution mitigation projects were identified for delivery in the 2021
determination period but remain incomplete. Despite this, water users have
already contributed to funding these works through previous pricing decisions.

This creates a clear need for greater transparency and accountability in how
capital expenditure is treated across determinations.

Specifically, IPART should ensure:

e expenditure associated with undelivered projects is not re-recovered
from customers without appropriate adjustment

o thereis clearreconciliation between forecast and actual expenditure
over previous periods
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e anyre-proposed capital works are subject to renewed prudency and RICEGROWERS’ ASSOC.

of Australia Inc.

efficiency assessment, rather than being rolled forward as a matter of
course.

From a customer perspective, efficient expenditure must encompass not only
T 02 6953 0433

the reasonableness of forecast costs, but also the timely and effective delivery [ (ga@rgacrgau

of funded projects. 57 Yanco Avenue
Leeton NSW 2705
Failure to deliver projects within the expected timeframe shifts risk onto rga.org.au

customers, who continue to bear the cost through higher prices without
receiving the intended service or system benefits. This undermines
confidence in the pricing framework and the principle that users only pay for
efficient, prudent, and delivered outcomes.

We therefore encourage IPART to strengthen its approach to capital
expenditure by incorporating clear mechanisms to track delivery, adjust for
delays, and prevent double recovery of costs across determination periods.

Conclusion

The RGA reiterates the importance of ensuring that WaterNSW pricing
outcomes support the long-term viability of irrigated agriculture and the
regional communities it underpins.

We support elements of IPART’s Draft Report, including a three-year
determination, valley-based pricing, the retention of a price cap and the
introduction of a government service activity and revised cost-sharing
framework. However, further refinement is required to ensure that pricing
outcomes are equitable, transparent, and consistent with the underlying
principles of efficient cost recovery.

In particular we urge IPART to:

e adopt a5% plus inflation annual cap to provide a more manageable
and predictable pricing path for water users

e increase the allocation of costs to the government service activity to
better reflect the extent of policy-driven and public benefit functions
undertaken by WaterNSW

e more accurately apply the revised cost share framework, ensuring that
common costs are appropriately allocated between customers and
government
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e strengthen oversight of capital expenditure to ensure customers are Not RICEGROWERS’ ASSOC.
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exposed to the risk of funding undelivered or delayed projects across
multiple determination periods.

Getting these settings right is critical. Water pricing directly influences farm
T 02 6953 0433

business decisions, including cropping choices and levels of investment, with - ¢ o~

flow-on impacts for regional economies and supply chains. B7 Yanco Avenue
Leeton NSW 2705
A pricing framework that recognises the shared benefits of a regulated river rga.org.au

system, allocates costs fairly, and provides stability for water users will better
support both efficient water use and the long-term sustainability of the sector.

11 May 2026
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