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WaterNSW response to IPART’s Draft Report for Rural Valley bulk water charges from 1 July 2026  

Dear Mr Nicholls 

I refer to IPART’s Prices for WaterNSW regional and rural bulk water from 1 July 2026 – Draft Report  
released on 31 March 2026, which proposes new charges for Rural Valley customers (Draft Report). This 
letter accompanies WaterNSW’s detailed response. 

While WaterNSW has concerns with certain aspects of the draft findings, as outlined in the attached 
submission, the Draft Report overall represents a measured and balanced assessment of the issues raised 
in WaterNSW’s September 2024 proposal. WaterNSW acknowledges and appreciates IPART’s 
consideration of the matters previously raised by WaterNSW management and the Board. 

WaterNSW supports several important decisions by the Tribunal in the Draft Report, including a return to 
the building block framework, moving away from the one-year top-down pricing approach and the adoption 
of a transparent affordability framework that applies price caps supported by government funding and the 
introduction of a Demand Volatility Adjustment Mechanism. 

WaterNSW’s key positions in our response are summarised below: 

• A longer determination period better serves customers’ long-term interests – WaterNSW 
supports a 4-year determination period 

• Affordability caps cannot substitute for efficient cost recovery 

• Affordability should not be managed through departures from the agreed frameworks such as 
the WACC methodology  

• Capital expenditure reductions materially and inefficiently increase asset and service risk 

• Draft operating expenditure understates efficient costs and elevates delivery risk. 

In addition to the key positions above, we also comment on other matters for IPART’s consideration, 
including: 

• Guidance on IPART’s approach to affordability and future pricing reforms 

• MDBA / BRC charges 

• Scope of IPART’s suggested future Government review 

As always, we remain committed to working with IPART to assist it in fulfilling its objectives. 
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Yours sincerely, 
 

  
 

 

Attachments: 

1. WaterNSW submission in response to the IPART Draft Determination for new charges for Rural 
Valley bulk water services from 1 July 2026 
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Introduction 

This document sets out WaterNSW’s response to IPART’s Prices for WaterNSW regional and rural bulk water 

from 1 July 2026 – Draft Report  released on 31 March 2026, which proposes new charges for Rural Valley 

customers (Draft Report).  

The Draft Report represents the penultimate stage of a review process that commenced in 2022, 

incorporating early customer engagement and extensive submission preparation ahead of WaterNSW 

lodging its pricing proposal in September 2024.  

WaterNSW acknowledges the complexity of this review, given IPART’s role in balancing cost reflective 

pricing with operational risk against ongoing financial sustainability pressures for WaterNSW and 

affordability concerns for some customer segments. These challenges are heightened by the requirement 

to establish separate prices and undertake engagement across 12 individual valleys, an approach that is 

unprecedented in Australian water regulation. This complexity is exacerbated by the current economic and 

geopolitical climate.  

While WaterNSW has concerns with certain aspects of the draft findings, as outlined in this submission, the 

Draft Report overall represents a measured and balanced assessment of the issues raised in WaterNSW’s 

September 2024 proposal. WaterNSW acknowledges and appreciates IPART’s consideration of the matters 

previously raised by WaterNSW management and the Board. 

Summary and context 

This determination is a key watershed moment for rural bulk water pricing 

WaterNSW notes that a number of recent financial sustainability challenges can be traced to the 2025 

determination, which did not provide a commercial rate of return on past investments. As a result, 

WaterNSW’s actual interest costs have materially exceeded the allowances provided. In response, 

WaterNSW implemented significant workforce reductions to align costs with the funding envelope set by 

the determination. 

WaterNSW welcomes IPART’s decision to revert to its established building block framework for the 2026 

determination, which better supports customers' long-term interests and strengthens financial 

sustainability. Many of the challenges that arose during the 2025 determination are largely addressed by the 

draft findings, helping to restore confidence in the regulatory framework and its ability to support ongoing 

efficient investment. This represents an important step toward ensuring the sustainability of services for 

customers and the long-term financial viability of WaterNSW. 

Positive elements of the Draft Report 

WaterNSW acknowledges several important positive decisions by the Tribunal in the Draft Report, including 

a return to the building block framework, moving away from the one‑year top‑down pricing approach and 

adopting a transparent affordability framework that applies price caps supported by government funding.  

WaterNSW also welcomes the introduction of a Demand Volatility Adjustment Mechanism and other 

targeted measures that improve risk allocation and provide more stable funding outcomes. In particular, 

WaterNSW supports the use of targeted true‑ups and pass‑throughs, the reconsideration of the 

lower‑bound recommendations for operating and capital expenditure proposed by AtkinsRéalis and the 



 
 

3 

adoption of tailored approaches to asset depreciation and cost recovery, including differentiated asset 

lives and the Chaffey pipeline pass‑through. 

In this response, WaterNSW focusses on material issues capable of being addressed in the final 

determination, rather than providing a comprehensive line-by-line critique. The comments below are 

therefore not exhaustive. 

Our key positions 

Key considerations for IPART’s final determination 

WaterNSW’s key positions arising from the Draft Report, and relevant to IPART’s final determination, are 

summarised below. 

 A longer determination period better serves customers’ long-term interests – WaterNSW supports a 

4‑year determination period in preference to a 3‑year period. A longer horizon would provide the 

necessary stability to embed major State and Commonwealth water reform initiatives ahead of the next 

pricing proposal. It would also allow the outcomes of WaterNSW’s transformation and requested data 

uplift – particularly clearer separation of policy-related and shared Government data – to be reflected 

from the outset of the next review cycle. 

A 4-year period would further enable WaterNSW, customers and IPART to undertake a structured 

lessons-learned review of this determination and meaningfully incorporate those insights into the next 

determination cycle. By contrast, a 3‑year determination is more likely to constrain reform, entrench 

existing approaches and limit the time available for robust planning and meaningful customer 

engagement. In the context of existing pressures on regional stakeholders, a shorter cycle risks 

increasing regulatory fatigue without delivering commensurate customer benefits. 

 Affordability caps cannot substitute for efficient cost recovery – IPART has proposed limiting price 

increases to 10% per year (plus inflation). IPART’s own analysis indicates that this cap would be 

insufficient to recover the efficient costs of providing bulk water services in around half of the valleys. 

The modelling indicates that price increases closer to 15% per year would be required to support an 

efficient and sustainable cost base. 

Where affordability constraints limit prices below efficient cost recovery, the resulting funding shortfall 

may be met through NSW Government contributions to ensure WaterNSW can meet its statutory 

obligations and can continue to operate, maintain and manage infrastructure safely and reliably. 

WaterNSW does not take a position on whether efficient costs should be recovered from customers 

or government; however, the split between the two is a direct consequence of the price caps set by 

IPART.  

WaterNSW acknowledges the challenge of balancing affordability with the need for government 

funding. In the current circumstances, the proposed 10% cap (plus inflation) may represent a pragmatic 

compromise, provided remaining efficient costs are fully and transparently funded by government. 

 Affordability should not be managed through departures from the agreed WACC methodology – In 

setting the 2025-26 WACC true-up, IPART adopted transitional arrangements to the trailing average 

cost of debt (five years for current debt and ten years for long-term debt), increasing the standard 

WACC by 0.5%. This approach is consistent with WaterNSW’s proposal and IPART’s prior written advice. 

However, IPART has not applied this same methodology from 1 July 2026, citing concerns about 

“material bill increases” for some customers.  
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WaterNSW does not consider it appropriate to address affordability by reducing efficient financing cost 

allowances, particularly in valleys not constrained by the annual price caps. Managing affordability 

through departures from an agreed, principle-based WACC framework undermines regulatory 

consistency and cost recovery. 

Accordingly, WaterNSW requests that IPART set the notional revenue requirement using the same 

principle-based WACC methodology applied in the 2025-26 WACC true-up, including the agreed 

transition to trailing average debt costs. Affordability concerns should be addressed through explicit 

price caps or direct government funding, not through adjustments to efficient financing costs. This 

approach would allow WaterNSW to align its debt management with IPART’s WACC framework– a 

central principle of debt management for regulated entities –while addressing affordability in a manner 

consistent with IPART’s affordability framework and preserving IPART’s written regulatory guidance. 

 Capital expenditure reductions materially increase asset and service risk – IPART’s draft decision 

allows renewals and replacement expenditure that is around 30% below WaterNSW’s proposed level. 

While IPART has not explicitly adopted the AtkinsRéalis upper-range scenario, the draft allowance 

remains closely aligned to it in both scale and underlying assumptions, including deferred asset renewal 

and continued operation of assets beyond book lives.  

In WaterNSW’s view, this results in a deferral-led, higher-risk renewals program rather than a risk-

balanced approach informed by asset condition and operational criticality. WaterNSW therefore 

requests that IPART adopt the renewals program proposed in September 2024, which is project-level, 

risk-based and informed by asset condition data, operational criticality and project-specific risk 

assessments, rather than book-life assumptions.  

Specific examples of deferred projects and the associated risks are provided in the detailed comments 

below. 

 Digital investment (WaterInsights Portal)– WaterNSW considers that IPART’s reductions to funding for 

the WaterInsights Portal would materially constrain technology‑enabled efficiencies, weaken service 

performance and increase regulatory and compliance risk under Commonwealth water market reforms. 

Characterising the Portal as a low‑priority investment based on its initial Phase 1 ranking is misleading. 

Subsequent engagement demonstrated strong customer support for and active utilisation of the 

platform, with 91% of respondents supporting some or substantial investment to enhance the Portal, 

clearly underscoring its value to customers and stakeholders. 

 Draft operating expenditure understates efficient costs and elevates delivery risk – IPART’s draft 

operating expenditure allowance does not reflect efficient costs and would materially increase delivery 

risk. WaterNSW provides additional evidence to address IPART’s concerns, including updated analysis 

of land tax for non-valued and intersecting land, insurance costs and the need for step changes in 

expenditure for cold water pollution mitigation and Computer-Aided River Management (CARM) model 

development. WaterNSW also provides further justification for proposed digital operating costs, noting 

that reductions to software licensing would expose the business to unacceptable operational, 

compliance and cyber security risks. 

Since lodging its proposal, WaterNSW has implemented a major business transformation program, 

including an approximate 25% workforce reduction – the largest in the NSW water sector. In this 

context, an efficiency adjustment of 0.5% per year on controllable costs is more appropriate for the 

2026 determination period than a 1% target, is consistent with recent IPART precedent, and better 

reflects the limited scope for further cost reductions. 

 A cost true-up is required to correct material under-recovery of efficient operating costs - 

WaterNSW seeks an operating expenditure true‑up for the 2025 determination period, consistent with 
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IPART’s established practice of correcting material under‑ or over‑recovery of efficient costs where 

determinations are made under timing, information or methodological constraints. The one‑year 2025 

determination relied on a top‑down approach that allowed approximately $62 million in operating 

expenditure. IPART’s Draft Report indicates efficient costs of around $70 million, implying an 

under‑recovery of approximately $8 million. This under‑recovery reflects the inherently constrained 

nature of the 2025 determination, rather than any inefficiency on the part of WaterNSW. 

IPART has previously corrected similar departures from cost reflectivity through subsequent true-ups 

once more complete evidence becomes available. Notably, in the 2025 Greater Sydney bulk water 

determination, IPART adjusted operating expenditure allowances to restore cost reflectivity and 

avoiding compounding under‑recovery. The same approach is warranted for this review and is 

consistent with IPART’s adoption of the WACC true-up. 

Other considerations 

In addition to the key considerations above, WaterNSW sets out the following other matters for IPART’s 

consideration in finalising the determination. 

 Cost sharing arrangements – WaterNSW is broadly supportive of the cost shares proposed by IPART. In 

particular, reducing the customer contribution for dam safety compliance and environmental planning 

and protection from 80% to 50%, and recognising flood mitigation capacity in Macquarie and Hunter 

valleys, aligns with WaterNSW’s Alternative Scenarios submitted in September 2024 and reflects 

customer feedback.  

 Guidance on IPART’s approach to affordability - WaterNSW seeks guidance on IPART’s approach to 

affordability ahead of the next review. In WaterNSW’s view, IPART’s role should remain focussed on 

setting efficient and cost‑reflective prices, with affordability managed transparently through explicit 

price caps or direct government funding (such as through Community Service Obligations – CSOs). As 

discussed earlier, where price caps constrain recovery of efficient costs, the resulting funding shortfall 

should be addressed by Government through appropriate funding arrangements, rather than through 

adjustments to efficient cost allowances. WaterNSW also seeks greater transparency on IPART’s 

forward workplan on affordability, including the timing, scope and objectives of any further work, and 

how WaterNSW and Government will be consulted. 

 Guidance for future pricing reforms– To support more effective and targeted engagement in future 

reviews, WaterNSW seeks clear, high-level guidance in the Final Report on how IPART will assess future 

tariff reform proposals, grounded in its primary role as an economic regulator. In particular, IPART’s 

framework should be explicitly anchored in promoting economic efficiency and cost-reflective pricing, 

with transparent guidance on how these objectives are weighed against other considerations.  

This should include clarity on how IPART evaluates factors including customer support or opposition, 

distributional impacts across customer groups or valleys, the quality of customer engagement, 

alignment with customers’ long-term interests and the practical deliverability of reforms within a 

determination period. Clear articulation of these criteria – and their relative importance – would 

materially improve regulatory certainty and ensure that stakeholder effort is proportionate and 

focussed on reforms that deliver the greatest efficiency and value for customers.  

 MDBA / BRC charges – Whilst this is a matter for the NSW Government, WaterNSW has consistently 

supported recovery of MDBA and BRC charges in line with the existing NSW Government funding 

arrangements. Under these arrangements, DCCEEW advises WaterNSW of the share of MDBA and BRC 
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costs to be recovered from the Murray, Murrumbidgee and Border valleys to fund NSW’s operating and 

capital commitments. In practice, these costs are treated by Government as operating expenditure. 

IPART’s proposed RAB‑based methodology does not reflect these arrangements. NSW’s funding 

obligations to the MDBA Joint Programs and the BRC arise independently of IPART’s pricing decisions 

and are incurred and funded on an operating basis by non‑commercial, government‑funded entities. 

While IPART notes that a building‑block approach can, in principle, be equivalent to government funding 

through a return on assets, this reasoning is less applicable in these circumstances. 

 Scope of suggested future Government review – If IPART considers further Government review is 

warranted, WaterNSW submits that it should be tightly focused on affordability policy and funding 

mechanisms, including the scope and quantum of the Government Services Activity, rather than 

WaterNSW’s costs or operating model. Such an approach would help clarify the fully cost‑reflective 

prices implied by existing and future asset replacement needs, recognising that historic asset 

write‑downs (around 40% in some valleys) have suppressed current prices and that replacement at 

modern values will place upward pressure on charges over time. Further review of WaterNSW’s costs or 

operating model is unlikely to provide additional value, given the extensive external scrutiny already 

undertaken over the past 12–18 months. 

Commitment to collaboration and regulatory improvement – Throughout the review process, WaterNSW 

has engaged constructively with IPART, Government and stakeholders, including in response to the 2025 

determination, the October 2025 Discussion Paper for 2026 prices and the range of reviews undertaken by 

IPART during the 2026 review process. This engagement reflects WaterNSW’s commitment to 

strengthening the regulatory framework, not simply responding to individual determinations. 

WaterNSW is committed to working collaboratively and in good faith to support reform-oriented, evidence-

based outcomes that recognise the respective obligations, priorities and constraints of all parties, with a 

sustained focus on the long-term interests of our customers.  

WaterNSW also supports the development of a more effective regulatory approach for bulk water services 

in NSW - particularly for regional NSW – one that promotes efficiency and transparency, reduces 

unnecessary regulatory burden, and is achievable and proportionate within future determination cycles. 

How to navigate this response 

WaterNSW’s detailed comments are set out below, with specific issues and supporting evidence provided 

for IPART’s consideration. WaterNSW’s responses to IPART’s questions are included in Attachment 1. 
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WaterNSW’s detailed comments 

The following comments expand on the key issues noted above. 

1.1. Length of determination period 

WaterNSW supports a 4‑year determination period rather than a 3‑year period, as it is more likely to enable 

key State and Commonwealth water reform initiatives—including the Productivity Commission’s 2026 

review of National Water Reform—to be embedded ahead of our next pricing proposal. 

A longer determination period would also allow the outcomes of WaterNSW’s transformation program, and 

our transition to a more efficient and data‑driven organisation, to be realised and reflected in future 

proposals based on a more robust assessment of long‑term sustainable costs. In addition, it would enable 

the outcomes of the 3Cs review signalled by IPART for 2027 to be implemented at the commencement of 

the next review cycle, rather than being introduced part‑way through the proposal development process. 

By contrast, a 3‑year determination period is more likely to result in a “business as usual” approach to the 

next review, given insufficient time to develop and consult on longer‑term plans with customers. This would 

be unlikely to deliver the level of transformation sought by IPART, WaterNSW and customers, and would not 

be in customers’ long‑term interests. Further, in the context of current geopolitical conditions and 

pressures facing regional communities, requiring customers to re‑engage in a new determination process 

from late 2026 or early 2027 would risk unnecessary regulatory fatigue. 

In its September 2024 proposal, WaterNSW proposed a 5-year determination period, which is consistent 

with the default length under IPART’s water regulatory framework. IPART determined that it wasn’t in a 

position to issue a traditional building block determination and in 2025 and issued a short, 1-year 

determination for 2025-26 prices. 

WaterNSW’s September 2024 proposal included proposed costs up to 2029-30, enabling IPART to set a 

determination period of up to 4 years as part of the 2026 determination. In its Discussion Paper, IPART 

indicated that it could also set a shorter determination period if it considers there are benefits to doing so 

(e.g. uncertainty about cost forecasts in the latter years could lead IPART to setting shorter determination). 

WaterNSW notes, however, that a shorter (i.e. 3-year) determination would mean that WaterNSW would 

have to start preparing its subsequent pricing proposal a few months after the 2026 determination is 

issued. 

As noted above, a 3-year determination would require earlier engagement with stakeholders and imposes 

an increased regulatory burden on WaterNSW and would likely lead to a “business as usual” proposal.  We 

would not have the benefit of extensive customer engagement or any review by IPART of whether the 3Cs 

framework is fit-for-purpose moving forward in its current form or to fully consider how our transformation 

journey can be embedded into our next proposal. 

IPART acknowledges that, in making its decision on the length of determination period, another factor it 

could consider is the timing of other relevant reviews. In September 2025, IPART issued: 

 A 4-year determination for WaterNSW’s services in Greater Sydney 

 A 4-year determination for WAMC services. 

IPART considers there may be benefits to aligning the next review of WaterNSW’s rural bulk water services 

with these reviews, to facilitate more effective assessment of common issues across all 3 reviews. While a 

3-year determination would align with the next Greater Sydney and WAMC reviews, WaterNSW considers 

that this timing is only one consideration that could ultimately be amended. 
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If IPART determines that a 3-year determination period is appropriate, we ask that they also consider 

whether to continue to require WaterNSW to follow the 3Cs framework given the shorter timeline, impact 

on business as usual operations and cost. 

WaterNSW suggests a 4-year period is likely to result in improved outcomes compared to the 3-year period 

as proposed by IPART in the Draft report.  A 4-year period is more likely to: 

 Enable several water reform initiatives to be progressed and be embedded into our next pricing 

proposal.  The extra year would allow these initiatives to be implemented and to incorporated into our 

future proposals. 

 Enable the outcomes from our transformation journey to be a more efficient and data-driven entity to 

form the basis of our next pricing proposal.  This will support WaterNSW fully assessing the long-term 

sustainable costs of providing bulk water services for inclusion in the next pricing proposal.  

 Support the outcomes of the 3Cs review signalled by IPART for 2027 to be implemented at the 

commencement of the review process, rather than being “shoehorned” in partially through the 

preparation process.  

 Enable the outcomes of the 2026 determination to be fully embedded and tracked in the organisation. 

 Avoid a “business as usual” approach to the next review bring about the transformation that IPART, 

WaterNSW, Government and our customers are seeking, to the long-term benefit interests of our 

customers.   

 Provide WaterNSW time to review its accounting practices to consider IPART’s recommendation that 

WaterNSW separate out its costs incurred for policy development and implementation and data 

sharing across Government. 

 Enable WaterNSW and IPART to assess whether there are any lessons to be learnt from the current 

determination process and ensure these lessons are incorporated to support an improved process for 

the next determination. 

 Enable pricing reform to be considered with appropriate engagement with stakeholders. 

In the context of geopolitical uncertainty and pressures facing regional communities, requiring customers 

to re-engage in a new determination process from again in 2026 – the consequence of a 3-year 

determination – is likely to exacerbate regulatory fatigue and be poorly received. 

While there are merits to different determination lengths, on balance WaterNSW supports a 4-year 

determination period as it better supports cost certainty, reduces administrative burden, enables water 

reform and transformation outcomes to be embedded, and allows for more effective engagement with our 

Rural Valley customers ahead of the next review. 

 

Recommendation: IPART adopt a 4-year determination period in the Final Report. 
 

1.2. Affordability 

IPART has proposed limiting price increases to 10% per year (plus inflation). Based on IPART’s own analysis, 

this level of increase is insufficient to fully cover the efficient costs of providing bulk water services in 

around half of the valleys, with modelling indicating that increases closer to 15% per year would be required 

to support an efficient and sustainable cost base. 
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Where prices are constrained for affordability reasons, the resulting funding shortfall must be met through 

NSW Government contributions to ensure WaterNSW can continue to meet its statutory obligations, 

maintain services and manage infrastructure safely and reliably. WaterNSW does not take a position on 

whether efficient costs should be recovered from customers or government; however, the split between 

the two is a direct consequence of the price caps set by IPART.  

WaterNSW recognises the difficulty in balancing affordability with the need for government funding. In the 

current circumstances, the proposed 10% cap (plus inflation) may represent a practical compromise, 

provided remaining costs are fully funded by government. 

1.2.1. Ricardo customer analysis 

The Ricardo analysis provides a helpful assessment of the potential affordability impacts of bulk water price 

increases on irrigated agriculture. It highlights that impacts are uneven across regions and industries, 

reflecting differences in water intensity, margins, and capacity to adapt. These high-level observations are 

consistent with the findings provided by Deloitte Access Economics (DAE) in the report included as 

Attachment 30 to the WaterNSW bulk water pricing proposal.  

The modelling indicates that sustained real price increases at higher levels (around 15% per year) could 

place material pressure on some water‑dependent industries and identifies a subset of activities and 

regions as potentially “at risk”. At the same time, Ricardo notes significant heterogeneity across valleys and 

farm types, and that adjustment over time may occur through changes in crop mix, water use efficiency and 

production decisions. These observations are again not inconsistent with the advice provided by DAE which 

found that some farm/crop types were more vulnerable to price movements, e.g. dairy.  

WaterNSW considers the Ricardo analysis to be a valuable input to the affordability framework, but not 

determinative on its own. Further work is required to better understand distributional impacts at the valley 

and customer‑segment level, the interaction with other cost pressures faced by regional communities, and 

how impacts evolve over longer time horizons.  

Importantly, the Ricardo analysis does not conclude that prices should be set below efficient levels. Rather, 

it underscores that where affordability constraints bind, there is a policy choice as to how the resulting 

funding gap is addressed. 

In WaterNSW’s view, this reinforces the importance of addressing affordability transparently through price 

caps supported by government funding, rather than suppressing efficient cost allowances, to protect 

service reliability, asset safety and intergenerational equity while managing impacts on the most exposed 

customers.  

The disproportionate impacts on specific farm/crop types and locations highlighted in the report also 

indicates that there is a need to consider the tools employed to address affordability. Noting that IPART’s 

only viable tool for managing affordability is generalised price caps (at total, valley or type of water 

entitlement) it also highlights the need for IPART to work closely with Government when identifying 

potential indicators of distress. Such collaboration with Government could (with supportive conditions) 

identify more targeted non-price measures that could achieve similar relief for at risk customers at a lower 

net cost to Government and the community.  

1.3. Weighted Average Cost of Capital 

IPART to apply its WACC true-up methodology to future years of the draft decision – In setting the 2025-

26 WACC true-up in the Draft Report, IPART applied a 5-year transition to the trailing average for current 

debt and a 10-year transition for long-term debt, increasing the “standard” WACC by 0.5%, consistent with 
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WaterNSW’s proposal and IPART’s previous written advice. However, IPART did not apply this approach to 

the WACC from 1 July 2026, on the basis that it would lead to “material bill increases” for some customers. 

WaterNSW does not agree that it is preferable to artificially reduce efficient financing costs for valleys 

where price increases are not constrained by the annual price caps. 

Applying a consistent transition to trailing average costs of debt is central to allowing regulated entities to 

align their debt portfolios with the regulator’s methodology and to manage refinancing risk efficiently. 

WaterNSW has refinanced debt in reliance on IPART’s written guidance, and a departure from this approach 

would undermine regulatory certainty and results in WaterNSW’s debt maturity's being misaligned (i.e. not 

hedged) with the revenue allowance creating financeability risk. 

WaterNSW therefore requests that IPART set the notional revenue requirement using the principle-based 

methodology underpinning the 2025-26 WACC true-up, including the agreed debt transition 

arrangements, and allow the price caps to address affordability. This approach would enable WaterNSW to 

match its debt costs with IPART’s WACC framework– a central principle of debt management for regulated 

entities – while addressing customer affordability in a manner consistent with IPART’s own framework. It 

would also preserve utilities’ ability to rely on IPART’s written regulatory guidance during a review process. 

Background 

IPART summarised its approach to the WACC for the 2026 determination in its earlier Discussion Paper as 

follows: 

IPART’s 2021 Determination was based on WACC estimates of 1.8% for WaterNSW’s MDB valleys and 

3.0% for WaterNSW’s coastal valleys. In our 2021 price review, the WACC for WaterNSW’s MDB 

valleys had been calculated according to the Australian Competition and Consumer Commission’s 

(ACCC) water charge infrastructure rules. 

In December 2023 WaterNSW wrote to IPART seeking clarification of how we would implement our 

WACC methodology for their next price review. In May 2024, IPART wrote to WaterNSW agreeing 

to a 10-year transition to trailing average for the long-term cost of debt and a 5-year transition 

for the current cost of debt for the MDB valleys (emphasis added). 

In September 2024 when IPART received WaterNSW’s pricing proposal it became clear that the 

transitional arrangements would lead to a WACC for the MDB valleys that exceeds the WACC for 

coastal valleys. Since the 2021 determinations interest rates had increased and this was reflected 

in the proposed WACC of 3.6% for MDB valleys (based on the transition to trailing average cost of 

debt approach) and 3.1% for coastal valleys (based on IPART’s standard WACC method).1 

WaterNSW strongly urges IPART to honour its past support to apply a 10-year transition to the trailing 

average for the long-term cost of debt and a 5-year transition for the current cost of debt for the MDB 

valleys.  

We note that the application of the transitions was the result of considerable analysis and discussion with 

IPART in the leadup to the 2025 determination.  It represents regulatory best practice, and is consistent 

with IPART’s WACC methodology to transition from the ACCC’s ‘on the day’ approach to calculating the cost 

of debt to IPART’s trailing average methodology. 

WaterNSW received correspondence from IPART in May 2024 and March 2025 that confirmed we should be 

using IPART’s Standard WACC methodology with a cost of debt transition for calculating the return on 

capital for Rural Valleys. 

 
 
1 IPART WaterNSW Rural Valleys pricing review 2025-26 – Discussion Paper, October 2025. Page 17. 
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IPART’s advice has informed our debt refinancing over the last 12 months. A substantial change to this 

approach will prevent WaterNSW from being able to naturally “hedge” our debt portfolio to IPART’s 

methodology – a common approach used by utility companies to manage financing (interest rate) risk. 

Recommendation: IPART apply the principle‑based methodology underpinning the 2025 WACC true‑up, 

including the agreed debt transition arrangements, when setting the WACC from 1 July 2026, with 

affordability managed through price caps and direct Government funding rather than adjustments to 

efficient financing costs. 

1.4. Capital Expenditure 

WaterNSW provides additional information in this response to address IPART’s concerns over elements of 
our proposed capital expenditures. We seek IPART’s reassessment of its allowances for two key matters:  
renewals and replacement expenditure and digital capital expenditure (WaterInsights Portal). 

Table 1 – Capital expenditure ($2025-26) 

 

$000 2025-26 2026-27 2027-28 2028-29 2029-30 
3-Year 
Total 

4-Year 
Total 

Draft Determination ($2025-26) $73,675 $122,431 $115,645 $84,342 $62,755 $322,418 $385,173 

Response ($2025-26) $83,517 $153,108 $137,803 $85,931 $64,685 $376,843 $441,528 

Response uplift ($2025-26) $9,843 $30,677 $22,158 $1,590 $1,930 $54,425 $56,355 

Based on:               

Renewals and Replacement uplift $8,938 $29,772 $21,148 $792 $1,770 $51,712 $53,482 

Water Insights Portal uplift $904 $904 $1,011 $798 $160 $2,713 $2,873 

* Assumed placeholder CPI of 3.3% in draft determination from $2024-25 to $2025-26 

 

1.4.1. Renewals and replacement expenditure 

In the Draft Report, IPART reduces WaterNSW’ proposed renewals and replacement expenditure by 

$52.1 million, a 30% reductions from WaterNSW’s proposed expenditure. IPART states: 

Our draft decision is based on forecast capital expenditure on renewals and replacement of 

$120.4 million over 3 years. This is 30% lower than WaterNSW’s proposed expenditure. 

Our draft decision would allow a risk-based approach to operating some assets beyond their book 

life, so that customers are not paying for asset renewal that is unnecessary or does not take place. 

(emphasis added) 2 

In arriving at this draft finding, IPART states: 

As part of the current review, we requested any further asset condition assessment data from 

WaterNSW. WaterNSW responded by indicating it has undertaken a project to improve the process 

of capturing condition scores from March 2026, but it did not provide an updated view of asset 

condition data across the business. 

While IPART has not characterised its draft allowance for renewals and replacement expenditure as an 

adoption of the AtkinsRéalis upper-range scenario, the resulting allowance of $120.4 million remains closely 

aligned with that upper-range outcome in both quantum and the underlying assumptions regarding asset 

 
 
2 IPART Prices for WaterNSW regional and rural bulk water from 1 July 2026 - Draft report.  Page 70 
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deferral and operation beyond book life. In WaterNSW’s view, this practical alignment means the draft 

allowance reflects a deferral-led, higher risk expenditure envelope rather than a risk-balanced level of 

renewals informed by asset condition and operational criticality. 

1.4.1.1. Renewals program is evidence based at the project level 

IPART’s comment that there is limited asset performance and condition data should be understood in its 

proper context. While WaterNSW acknowledges that comprehensive, recent condition data is not yet 

available across the full asset base, this does not mean that asset condition and performance information 

was absent from, or insufficient to support, the capital renewals forecast. 

Importantly, asset condition, performance history, risk and failure information was provided for all 

renewal projects included in the forecast capital program. These projects were not selected on the basis 

of asset age or book life alone, but through project-level assessments, supported by operational history, 

inspection findings, known defect modes, safety and service risks and regulatory obligations. 

Many examples of project-level assessments were provided to IPART’s consultant through the efficiency 

review process. For example information provided on Toriganny Weir Renewal (RFI SA-16), Oberon to 

Duckmaloi Pipeline Renewal (RFI SA-17), Lake Cargelligo Inlet Regulator Renewal (RFI SA-18) and 

Pamamaroo Inlet Regulator Renewal (RFI SA-19) demonstrates that asset condition and risk-based 

evidence underpins our renewals program.  

If these projects are not funded, risk will continue to escalate and is likely to result in incidents such as 

service disruption (e.g. pipeline failure), loss of water resource (e.g. regulator fails) and injuries to people 

(e.g. due to structural collapse of access ways). This outcome is inconsistent with IPART’s consultant’s 

characterisation that the renewals program is driven primarily by high-level asset age or book-life 

assumptions. 

Another example is the Mollee Creek (Mollee Weir) Electrical Renewals project, which illustrates how 

funding reductions may require a portion of a well‑developed renewal project to be deferred to a 

subsequent determination period. While the project addresses known end‑of‑life electrical assets that pose 

material safety and reliability risks, only a subset of the total scope will be funded and delivered in the 

current determination period. The remaining works, which form part of an integrated renewal solution, are 

likely to be reprioritised and deferred, not because the risks have reduced, but due to funding constraints. 

This deferral results in inefficient project delivery and prolonged exposure to avoidable risk for both 

WaterNSW and customers. Splitting the project across determination periods necessitates repeated 

mobilisation, outages, site access, commissioning and operational disruption, increasing whole‑of‑life 

costs compared to an integrated delivery approach. At the same time, ageing assets continue to operate 

beyond their intended service life, extending safety and reliability risks that would otherwise be addressed. 

This example demonstrates that funding reductions at the scale proposed by IPART can lead to partial 

deferral of otherwise efficient renewal projects, increasing, rather than decreasing, long‑run costs and 

undermining the objective of promoting prudent and efficient expenditure. 

The renewals program is therefore evidence based at the project level, notwithstanding that WaterNSW 

continues to mature its enterprise wide condition dataset. The absence of recent condition scores for 

some assets across the broader fleet should not be interpreted as a lack of evidence underpinning the 

specific renewal investments proposed. 

WaterNSW is actively improving fleet wide condition data capture through enhancements to its enterprise 

asset systems from 2026. However, the forecast renewals expenditure reflects well-substantiated, risk-

based investment decisions rather than a blanket assumption of asset deterioration. 

WaterNSW considers that the AtkinsRéalis upper and lower ranges were ill-informed, and contained 

several errors, as previously communicated to IPART. WaterNSW therefore requests that IPART’s renewals 

and replacement allowance align with WaterNSW’s original proposal. 
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1.4.1.2. Basis of valley level implications is unclear 

The AtkinsRéalis program‑level findings appear to have materially informed IPART’s findings in the Draft 

Report. However, it is unclear how this high‑level advice has been used to set valley‑based expenditure 

allowances, as valley‑level findings were not provided in the AtkinsRéalis report. This represents a 

departure from standard practice in prior determinations, including the 2021 rural bulk water review, where 

AtkinsRéalis undertook and reported explicit valley-level analysis. In that review, AtkinsRéalis provided 

detailed capital and operating assessments by valley, with associated efficiency adjustments and 

reconciliations, enabling IPART to transparently link program-level efficiency conclusions to valley‑specific 

expenditure and price outcomes. 

The absence of equivalent valley‑level expenditure assessment in the current review means that any 

translation of program‑level findings to individual valleys is necessarily a desktop allocation exercise, rather 

than an evidence-based reconciliation. This introduces a material risk of misallocation, particularly given 

the heterogenous asset profiles, condition and operational criticality across valleys. Under a valley-based 

pricing framework, relatively small changes in expenditure can have significant impacts on customer 

prices. 

The table below compares WaterNSW’s proposed renewals and replacement expenditure with IPART’s draft 

allowances, broken down by valley and year, and shows the resulting differences over both three‑ and 

four‑year periods. It highlights the scale and distribution of IPART’s top‑down reductions across individual 

valleys, including the percentage variation relative to WaterNSW’s project‑level, risk‑based proposal. 

Table 2 – Renewal expenditures - proposed versus draft allowance by valley ($2025-26)  

 

Rural Valleys 2025-26 2026-27 2027-28 2028-29 2029-30 
3-Year 
Total 

4-Year 
Total 

3-Year 
Total 

4-Year 
Total 

($2025-26)  $000 $000 $000 $000 $000 $000 $000 % % 

Proposal * $49,058 $69,892 $61,267 $40,911 $41,890 $172,071 $213,961     

Draft Report $40,119 $40,119 $40,119 $40,119 $40,119 $120,358 $160,477     

Difference -$8,939 -$29,773 -21,148 -$792 -$1,771 -$51,713 -53,484 -30% -25% 

 2025-26 2026-27 2027-28 2028-29 2029-30 
3-Year 
Total 

4-Year 
Total 

3-Year 
Total 

4-Year 
Total 

  $000 $000 $000 $000 $000 $000 $000 % % 

Difference by Valley - Draft Report vs Submission ($2025-26) 

Border -$66 -$906 -$601 -$8 -$16 -$1,515 -$1,531 -35% -33% 

Gwydir -$886 -$3,621 -$3,555 -$40 -$31 -$7,215 -$7,247 -35% -34% 

Namoi -$288 -$1,030 -$1,647 -$62 -$128 -$2,740 -$2,867 -26% -21% 

Peel -$17 -$41 -$100 -$8 -$7 -$148 -$155 -18% -16% 

Lachlan -$2,663 -$10,188 -$7,129 -$66 -$95 -$17,383 -$17,478 -36% -35% 

Macquarie -$1,408 -$2,838 -$652 -$21 -$37 -$3,511 -$3,548 -36% -34% 

Murray -$414 -$1,742 -$1,036 -$56 -$100 -$2,834 -$2,934 -28% -24% 

Murrumbidgee -$1,178 -$4,317 -$2,543 -$291 -$263 -$7,151 -$7,413 -22% -19% 

Lowbidgee -$162 -$529 -$1,185 -$24 -$7 -$1,738 -$1,746 -29% -29% 

North Coast -$47 -$131 -$168 -$3 -$5 -$302 -$307 -31% -28% 

Hunter -$1,449 -$3,288 -$1,069 -$34 -$45 -$4,391 -$4,436 -35% -32% 

South Coast -$28 -$178 -$236 -$5 -$10 -$419 -$429 -31% -27% 

Fish River -$333 -$965 -$1,226 -$174 -$1,028 -$2,366 -$3,393 -16% -9% 

Total -$8,939 -$29,773 -21,148 -$792 -$1,771 -$51,713 -53,484 -30% -25% 

* Assumed placeholder CPI of 3.3% in draft determination from $2024-25 to $2025-26 
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As illustrated in the table above, IPART’s allocation of renewal expenditure by valley differs significantly 

from that in the WaterNSW proposal, ranging from $17.4 million less in Lachlan valley to $0.14 million in 

Peel valley over three years, with other valleys experiencing swings of up to 36% relative to the proposal. 

These are significant variations given IPART’s draft finding is to reduce the overall renewal expenditure by 

$51.7 million, or 30%, over the period. While IPART sets a funding envelope within which WaterNSW aims to 

operate, there are fundamental concerns with such large divergences between our detailed valley-based 

assessment and IPART’s top-down allocation.   

We acknowledge that IPART’s task of allocating costs to individual valleys has been made more difficult by 

the absence of valley-level information in the AtkinsRéalis expenditure review report, representing a 

departure from established practice, as noted above. 

As IPART sets prices for each individual valley based on its assessment of efficient expenditure at the valley 

level, prices are correspondingly too high or too low relative to WaterNSW’s project-level, risk-based 

investment plans. This also creates an ongoing mismatch between how costs are reported by valley and 

how investment plans are optimally made, creating incentives for WaterNSW to align future investment 

plans to IPART’s top-down expenditure profile rather than underlying asset risk and operational need. 

Neither of these outcomes is in customers’ long-term interests. 

The lack of robust, transparent valley‑level reconciliation therefore elevates both asset risk and pricing 

risk, and is a key contributor to the challenges in the Draft Report. In these circumstances, the lowest-risk 

regulatory outcome is for IPART to adopt WaterNSW’s original proposal, which was project-level, 

well‑substantiated, project‑level and risk‑based and directly linked to known asset condition, operational 

criticality and service risk within each valley.  

Recommendation: IPART adopt the WaterNSW renewal expenditure from our September 2024 proposal, 

reflecting a risk-balanced, asset-condition and operational criticality-informed program.   

1.4.2. Digital capital expenditure (WaterInsights Portal) 

WaterNSW considers the WaterInsights Portal to be a prudent and value‑for‑money investment that 

delivers material benefits to customers and stakeholders by supporting regulatory compliance, 

transparency, operational efficiency and water market participation. 

The Portal is a non-discretionary enabling platform that underpins WaterNSW’s ability to meet Operating 

Licence obligations, Commonwealth water market reform requirements and whole‑of‑government data and 

reporting standards, may oaf which cannot be delivered through existing legacy systems. In addition to 

compliance outcomes, the Portal improves customer access to timely, consistent and authoritative 

information, supports more efficient operational decision-making and reduces longer-term system 

compliance risk. Assessing this investment solely through narrow short-term cost or ranking metrics 

understates its enabling nature and the avoided costs and risks associated with continued reliance on 

fragmented legacy systems. 

IPART's characterisation that the Portal "being ranked 32nd in the customer advisory group ranking of 

priorities does not constitute robust justification for expenditure" (Draft Report p 72) conflates two 

different engagement phases and misrepresents the customer evidence. 

The 32nd-place ranking is drawn from the Phase 1 "Tier 2 priorities" ranking (Engagement Summary pp 43–

44), which asked customers to rank issues identified in the issues tree — not to assess proposed 

investments. In subsequent Phase 2/3 engagement: 

 The Water Working Groups supported the investment in the WaterInsights tool (Engagement Summary 

p 107). 
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 In July 2024, workshops commenced with CAGs specifically to co-design improvements to 

WaterInsights, including a user survey (Engagement Summary p 107). 

 Customers shaped specific features: native mobile app, real-time data transfer, customisation, colour-

coded flow gauges, alerts system, and environmental flows information (Engagement Summary p 107). 

 The Portal is explicitly referenced under "Outcome 5 — Customer and community access to data and 

information" as the mechanism for "consolidating information service platforms into a single source of 

truth" (Engagement Summary p 88). 

Assessing a co-designed investment solely against a Phase 1 issues-ranking — and disregarding the 

deliberative process that followed — does not reflect the weight of the customer evidence. 

WaterNSW requests IPART refer to Appendix 2 Pricing Proposal 2025- 2030 Final Customer and Community 

Engagement Summary (Page 51), where 91% of the respondents supported doing a lot or some 

investments to improve the WaterInsights website. And this would also support closing down multiple 

other legacy channels for data sharing. 

Recommendation: PART should allow the capital funding for the WaterInsights Portal as proposed by 

WaterNSW in its September 2024 submission, recognising the Portal as a non‑discretionary, enabling 

investment that supports regulatory compliance, service performance, transparency and 

technology‑enabled efficiencies, and reflects demonstrated customer support. 

1.5. Operating expenditure 

WaterNSW provides additional information in this response to address IPART’s concerns over elements of 

our proposed operating expenditures. We seek IPART’s reassessment of its allowances for several matters, 

including proposed costs for land tax on non-valued land based on recently obtained assessments, labour 

trend costs based on recent evidence rather than IPART’s 30 year average, the need for a step change in 

cold water pollution costs, the need for a step change in CARM costs and justification for our proposed 

digital costs including why reducing software licensing costs would lead to unacceptable outcomes. 

Table 3 – Operating expenditure ($2025-26) 

 

$000 
2023-24 
adjusted 

base 
2025-26 2026-27 2027-28 2028-29 2029-30 

3-Year 
Total 

4-Year 
Total 

Draft Determination ($2025-26) $66,363 $69,906 $70,977 $70,864 $71,719 $69,745 $213,559 $283,304 

Response ($2025-26) $67,365 $76,462 $79,038 $79,538 $81,127 $79,735 $239,703 $319,438 

Response uplift ($2025-26) * $1,002 $6,556 $8,062 $8,675 $9,408 $9,989 $26,145 $36,134 

* Assumed placeholder CPI of 3.3% in draft determination from $2024-25 to $2025-26 

The workings of how WaterNSW has updated the cost model, based on the Draft Report, is provided in 

Attachment 2. 

1.5.1. Land tax on non-valued land, intersecting properties and true-up 

1.5.1.1. Forecast land tax liability (non-valued land and intersecting properties) 

In the Draft Report, IPART states that it has adopted the annual real growth rate for land tax on valued land, 

consistent with WaterNSW’s proposal, and states: 
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“Our draft decision is to assume there will be no tax on non-valued land. This is because it is unclear 
whether the taxation will occur in the determination period. Further, there may be opportunities for 
WaterNSW to reduce any land tax liabilities that do arise on this type of land. 3 

IPART states that it reduced WaterNSW’s proposed land tax for non-valued land by $10.2 million to $0 over 

three years. There is also currently no allowance for land tax on intersecting properties. 

While acknowledging this position, WaterNSW considers that a zero allowance does not appropriately 

reflect the demonstrated risk and inevitability of land tax liabilities for both non‑valued land and 

intersecting properties. 

In November 2025, WaterNSW received a land-tax assessment from Revenue NSW backdated to the 2020 

tax year, with payments commencing in January 2026. The assessment includes parcels that had previously 

been treated as non-valued land that, following the Valuer General’s assessment, have now been assigned 

land values and included in the tax base.  

Although these newly valued parcels represent only a portion of the total parcels for which WaterNSW may 

be assessed in future, the assessment provides clear evidence that land tax liabilities can crystallise 

retrospectively and without discretion once land is valued and assessed. This undermines the assumption 

that taxation may not occur within the determination period and demonstrates a material risk that 

additional parcels will be progressively valued and included in future assessments. 

A similar risk applies to Intersecting properties, where land with different owners has been assigned to a 

single Property Identification (PID). In such cases, WaterNSW land has been aggregated with land owned by 

other parties and an estimate of the percentage of land owned by WaterNSW in the PID applied to derive a 

land tax estimate. WaterNSW has not yet been assessed on intersecting properties as the land parcels need 

to be allocated to a PID which identifies WaterNSW as the sole owner, noting that this reflects and 

administrative assessment process rather than an absence of liability. 

In both cases, any land tax liabilities that arise are not discretionary and are not avoided through operational 

efficiency. Once assessed they constitute and efficient and unavoidable cost of providing regulated 

services. In these circumstances, assuming a zero allowance for land tax on non-valued land and 

intersecting properties risks understating efficient costs where evidence suggests a likely liability. 

WaterNSW therefore submits that IPART should provide an allowance for land tax that reflects the 

assessment risk of likely land tax liabilities. 

1.5.1.2. True-up mechanism and risk allocation 

WaterNSW notes IPART’s consideration of whether a true-up is merited for land tax on non-valued land as 

stated in the Draft Report: 

If tax on non-valued land does eventuate in the 2026 determination period, the Tribunal may 

consider whether a true-up is merited to recover these costs in the subsequent determination 

period.”4 

WaterNSW welcomes the Tribunal’s consideration of a true-up mechanism for land tax on non-valued land 

to reconcile allowances with actual assessed land tax liabilities. Based on communications from Revenue 

NSW, WaterNSW understands that land-tax assessments may occur retrospectively, including back to the 

2020 calendar year. Where liabilities crystallise during the determination period but are only addressed 

through a subsequent true-up, this can create material in-period cash-flow and financeability risk and place 

 
 
3  IPART Prices for WaterNSW regional and rural bulk water from 1 July 2026 - Draft report. Page 59. 
4  IPART Prices for WaterNSW regional and rural bulk water from 1 July 2026 - Draft report . Page 59. 
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upward pressure on customer bills at the next review. These risks highlight the importance of a clearly 

specified and timely true-up mechanism from 1 July 2026 to support a smoother pricing path. 

For the same reasons, WaterNSW submits that the true‑up mechanism should apply consistently to land tax 

on valued land. While IPART has adopted an annual escalation assumption for valued land, both the 

incurrence and timing of land tax liabilities are driven by external factors such as valuation outcomes and 

statutory settings, rather than WaterNSW’s operational decisions. Retrospective assessment risk therefor 

applies to both valued and non‑valued land, and consistent treatment through a defined true‑up would 

better align cost recovery with efficiently incurred, assessed liabilities.  

A clearly defined true‑up mechanism applying across valued, non‑valued and intersecting land would ensure 

customers pay no more and no less than the efficient cost of land tax, while avoiding material over- or 

under-recovery caused by assessment timing and reducing price volatility across determinations. 

WaterNSW therefore requests that IPART clearly specify in the Final Report whether a land tax true‑up will 

apply to valued, non-valued and intersecting land, including the trigger event, evidence requirements, 

timing of recovery and any materiality threshold. Providing this clarity is critical to managing regulatory, 

cash-flow and financeability risk associated with externally determined and retrospective land-tax 

assessments. 

While IPART notes potential opportunities to manage land tax liabilities, the primary drivers of any liability 

are external, including valuation outcomes and statutory tax settings. Once assessed, WaterNSW has 

limited ability to reduce a statutory liability without altering asset ownership, service delivery obligations, or 

compliance outcomes. 

Land tax is a non-controllable cost, consistent with IPART’s treatment in prior WaterNSW and the Sydney 

Water determinations. Applying a true-up mechanism to land tax is therefore consistent with established 

regulatory practice for non-controllable costs whether timing and quantum are determined outside the 

regulatory entity’s control. WaterNSW submits that a true-up should apply to all non-controllable costs. 

Recommendation: IPART include an allowance for land tax on non-valued land from 1 July 2026 and confirm 

a defined true-for land tax (valued, non-valued and intersecting land) at the next review to ensure 

customers pay no more and no less than WaterNSW’s assessed land tax liabilities. 

1.5.2. Labour trend costs 

IPART’s draft decision applies a real labour growth rate of 0.35% per year, which differs from WaterNSW’s 

proposal of 1% and Atkins recommendation of 0%. IPART states that this allowance reflects long-run 

average real wage growth over almost 30 years and is intended to smooth short-term volatility. 

By contrast, in the 2025 Greater Sydney determination, IPART adopted a higher 0.75% per year real labour 

growth allowance, citing more recent evidence of forward-looking wage pressures. IPART has indicated 

that current macroeconomic forecasts did not justify applying a similar forward-looking approach for the 

Rural Valleys.5 

WaterNSW considers that labour cost allowances should be assessed on a forward‑looking basis over the 

determination period, consistent with IPART’s treatment of other major cost drivers. Reliance on long-run 

historic averages spanning materially different labour market conditions risks understating efficient labour 

costs. While WaterNSW acknowledges that wage expectations have moderated, mainstream forecasts 

continue to support positive real wage growth over the period. 

 
 
5 IPART Review of prices for WaterNSW’s services in Greater Sydney from 1 October 2025 - Draft Report, July 2025, page 40. IPART 

maintained this approach in the Greater Sydney Final Decision – see September 2025 Greater Sydney Final Report, page 41. 
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WaterNSW is a single, integrated business, with a common workforce and industrial framework that applies 

to around 90% of staff. As a matter of economic principle, enterprise-wide wage outcomes are an efficient 

input cost that cannot be varied by valley, and cost-reflective regulation should therefore apply a consistent 

real labour growth assumptions across WaterNSW’s determinations. Applying materially different labour 

growth assumptions across determinations made nine months apart is inconsistent with how labour costs 

are incurred and managed in practice, and creates artificial divergence between regulatory allowances and 

the wage outcomes WaterNSW must implement across the enterprise. This increases the risk of 

systematic under-recovery of efficient costs in the Rural Valleys.   

At a minimum, WaterNSW submits that a 0.75% per year labour growth assumption, consistent with the 

Greater Sydney determination, should also apply to the Rural Valleys to ensure internal regulatory 

consistency and avoid creating misalignment in workforce planning and cost allocation. 

It is worth noting that the current macroeconomic conditions, inflationary pressures and global economic 

disruptions, combined with relatively low unemployment are setting conditions likely to result in sustained 

real wage growth in the medium term. As highlighted in the Deloitte Access Economics report attached to 

our proposal, following periods of inflationary pressure (especially where there is a tight labour market) we 

expect to see a period of sustained real wage growth well above the headline rate of inflation. While the 

timeline for the easing external market pressures remains uncertain, what is not uncertain is that there is, 

and continues to be, building of pressure for real wage growth at or potentially exceeding that of our original 

proposal. 

Recommendation: IPART should adopt a real wage growth allowance of no less than 0.75% per year, 

consistent with IPART’s Greater Sydney 2025 determination, when setting labour cost allowances for the 

Rural Valleys. 

1.5.3. Base year adjustment for security costs 

A security service cost adjustment was applied in our Greater Sydney Determination. The Rural Valley Draft 

Determination is intended to address the same base-year (2023–24) misallocation issue. WaterNSW 

supports IPART’s consistent approach across our determinations; however, we submit that the adjustment 

amount should be refined to reflect -$0.5 million based on Rural Valley actuals for 2023-24, instead of -

$1.49 million in the draft determination. This results in a base year uplift of $0.97 million in real $2024-25. 

1.5.4. Cold Water Pollution 

In the Draft Report, IPART rejected providing an operating expenditure step change allowance for cold 

water pollution (CWP) stating: 

Our draft decision is to not include a step change in the expenditure allowance above the base, which 

WaterNSW currently uses to fund cold water pollution strategy programs, WaterNSW has provided insufficient 

information to explain how its proposed step change of $0.8 million per year is fully incremental to base 

operating expenditure.(emphasis added) 6 

WaterNSW proposed a $0.8 million base year adjustment in September 2024 (approximately $2.4 million 

over three years)7 for increased CWP costs. 

 
 
6 IPART Prices for WaterNSW regional and rural bulk water from 1 July 2026 - Draft report . Page 60. 
7 During the review process, IPART has considered that these CWP costs should be treated as a step change rather that a base year 

adjustment, with the proposed amounts unchanged.  WaterNSW does not contest treating these costs as a step change.  See RV Draft 
Report, page 60. 
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WaterNSW’s views on additional CWP operating expenditure are set out in our response to RFI No. 12 

provided to IPART on 11 February 2026. In summary, the proposed increase represents a necessary step 

change to enable WaterNSW to progress from initial high‑risk CWP investigations to the next tranche of 

regulatory obligations across additional high‑risk dams. This uplift is not a rolling program; it is a targeted, 

evidence‑based escalation aligned with IPART’s risk‑based sequencing and informed by the Cold Water 

Pollution Mitigation Options Study (CWPMOS) findings as well as demonstrated outcomes from the Pindari 

CWP project. 

WaterNSW’s regulatory obligations for CWP mitigation have not changed, but previous funding constraints 

limited activity to only the highest‑risk sites, an approach endorsed by IPART. With the initial investigations 

now complete, advancing the next stage of obligations represents a logical and prudent progression.  

WaterNSW now proposes option studies for Hume and Wyangala Dams, together with three implementation 

planning studies across the Namoi, Gwydir and Murrumbidgee Valleys. These activities form part of a 

phased delivery pathway designed to minimise customer bill impacts, improve cost certainty and de‑risk 

future capital investment.  

The proposed work program aligns with the draft NSW Cold Water Pollution Strategy and leverages new 

Monitoring, Evaluation and Reporting (MER) data from the Pindari CWP project to strengthen future 

cost‑benefit assessments.  

It also positions WaterNSW ahead of the impending regulatory review by DCCEEW of rural dam work 

approvals, which came into effect between 2009 to 2012 and are set to expire in 2027. They provide the 

legal instruments for WaterNSW under the Water Management Act 2000 (NSW)  to authorise WaterNSW as 

the Asset Owner to lawfully operate, use and maintain our water infrastructure. Work approvals also define 

what infrastructure is approved, where and for what purpose it can operate. They can also impose binding 

conditions covering operation, maintenance, safety, environmental protection, monitoring and compliance 

(with particular reference to CWP). Operating or maintaining assets outside these approvals or conditions 

may be deemed an offence, which could lead to fines or prosecution actions by the State’s Natural 

Resources Access Regulator (NRAR). 

The proposed costs build on existing business-as-usual responsibilities, including guideline development, 

strategy co‑design and required engagement with DPIRD Fisheries. In conclusion, the proposed operating 

expenditure represents a prudent, efficient and evidence‑based step change necessary to meet regulatory 

obligations, consistent with IPART’s expectations and supported by proven project outcomes. 

 

Recommendation: WaterNSW proposes that IPART include a $2.4 million step change to recover the 

prudent and efficient incremental operating costs required to meet cold water pollution mitigation 

obligations.  

1.5.5. Insurance 

WaterNSW proposes that IPART should adopt a true-up for iCare insurance costs (or NSW Treasury 
Managed Fund (TMF) contributions) for both the Rural Valleys Bulk Water and the Wentworth to Broken Hill 
Pipeline determinations.  

As noted in the draft reports for both determinations, IPART considers that it is appropriate to use of the 

(most recent) TMF/iCare advice for establishing the efficient insurance costs for WaterNSW. IPART also 

acknowledges that WaterNSW is required to obtain insurance cover through the NSW Treasury Managed 

Fund administer by iCare.  

WaterNSW submits that these insurance costs share sufficiently similar characteristics to benchmark 

energy costs and other costs where IPART applies a true-up, recognising the relatively limited control that 

WaterNSW can exert over these insurance costs, and therefore warrant a similar risk treatment. That is, 
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WaterNSW submits that IPART should adopt a true-up for the actual TMF contributions made to iCare for 

differences between forecast and actual insurance costs over the upcoming determination period.  

WaterNSW submits that this would ensure that it is able to adequately meet the cost for expenses over 

which it has limited control while also ensuring that customers pay no more than is necessary for 

WaterNSW to meet non-discretionary costs. 

The updated iCare advice is provided in confidential Attachment 3. 

Table 4 – Updated insurance costs ($2025-26) 

   

 $2025-26, $000 2025-26 2026-27 2027-28 2028-29 2029-30 

Draft Determination * $2,370 $2,544 $2,684 $2,769 $2,844 

RV portion of iCare 
contributions 

$2,252 $2,576 $2,708 $2,832 $2,961 

Response uplift -$118 $32 $24 $63 $117 
* WaterNSW analysis of draft determination 

1.5.6. Computer-Aided River Management model development 

In the Draft Report, IPART reduced the WaterNSW proposed step change for Computer-Aided River 

Management (CARM) model development from $3.8 million over 3 years to $1.9 million. In reducing the 

proposed increase, IPART states: 

► Our draft decision is to include a step change of $1.9 million over 3 years, or $0.6 million on average per year. 

► This model has been in existence for close to a decade. WaterNSW provided additional information in February 

2026. However, it remains unclear why ongoing CARM model maintenance would not be less costly than the 

initial development of the model. Further, the proposed model enhancements to which WaterNSW refers in 

its February 2026 response have not been adequately justified. (emphasis added)”8 

WaterNSW does not agree that the proposed expenditure simply represents routine “model maintenance” 

activity. Rather, as outlined in the September 2024 pricing proposal, CARM expenditure reflects the 

progression from initial model development to a complex system that supports operational delivery, 

reliability and risk management, consistent with its increasing role as a core operational system and 

decision-making tool. 

1.5.6.1.  CARM is WaterNSW’s Core Decision Support System 

CARM is WaterNSW’s primary decision support system for short- and medium-term water resource 

management.  

A dedicated CARM system operates in each major river valley and at gated spillway dams, integrating 

regulatory requirements, operational workflows, real-time and forecast data, modelling capability and 

compliance reporting within a single, consistent platform. 

This integrated system architecture is fundamental to WaterNSW’s ability to manage regulated and 

unregulated river systems safely and efficiently. By embedding rules, data streams, modelling logic and 

reporting within one platform, CARM significantly improves operational efficiency, reduces manual 

intervention and error risk, and standardises water management practices across the state, while 

optimising water resources management under a changing climate. 

 
 
8 IPART Prices for WaterNSW regional and rural bulk water from 1 July 2026 - Draft report . Page 61. 
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1.5.6.2. Day-to-Day Operational Use 

CARM is used daily by WaterNSW water operators, modellers and engineers and is not a background 

analytical tool. It is the primary operational decision-making system for water management, supporting: 

Core river operations 

CARM is used every day by operators to balance customer orders, environmental water requirements and 

operational constraints against forecast inflows and system behaviour. It supports real-time and forward 

planning of river and storage operations for water delivery across all regulated and unregulated river 

systems managed by WaterNSW, incorporating inputs from extensive hydrometric and operational data 

sources. Decisions informed by CARM directly influence releases, storage drawdown, delivery efficiency 

and compliance outcomes. 

Flood and airspace management 

CARM supports release planning from WaterNSW’s major gated storages during flood events, helping to 

maintaining dam safety, minimise flood risk to downstream communities and operational objectives. It also 

enables probabilistic airspace management, allowing storage levels to be actively managed ahead of and 

during peak irrigation demand to maximise water security while maintaining adequate flood mitigation 

capacity. These functions require highly reliable, well-calibrated and stress-tested models. 

Resource assessment and allocation support 

CARM underpins water resource assessments provided to DCCEEW to inform seasonal allocation 

announcements, for the Murrumbidgee and Lachlan valleys, which are subject to high stakeholder, 

regulatory and customer scrutiny, requiring transparent, defensible and auditable modelling outputs. 

Active management of complex systems 

CARM is essential for active management of environmental water and unregulated access in systems such 

as the Barwon–Darling and Lower Macquarie. This includes embedding access rules, forecasting flows, 

tracking environmental water usage and determining available volumes for licence holders. These tasks go 

beyond static modelling and require continuous operational enhancement as rules, priorities and climatic 

conditions evolve. 

Specialised scheme operation 

CARM also incorporates the Hunter River Salinity Trading Scheme model, which controls and coordinates 

saline discharges to the Hunter River. This is a highly regulated, compliance-critical function where errors 

could have significant environmental and regulatory consequences. 

1.5.6.3. Shift from Development to Operational Reliance 

During early development phases, costs were primarily associated with establishing core capability. Now 

that the CARM decision support systems are embedded into day-to-day operations, the cost profile 

changes significantly. CARM is now relied upon to support real-time and near-real-time operational 

decisions, including water allocation, delivery planning, environmental releases and regulatory compliance. 

As operational reliance increases, so too does the criticality of system accuracy, timeliness and robustness, 

along with the consequences of failure or degradation. Ongoing investment is therefore directed toward 

ensuring CARM remains fit-for-purpose as a live operational decision support system, rather than a static 

analytical tool. Ongoing essential activities to ensure that CARM remains fit for purpose includes: 
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Operational Reliability and Continuous Validation 

Operational reliability activities include: 

 Regular recalibration using updated hydrological, climatic and operational datasets 

 Ongoing validation against observed river system behaviour 

 Timely updates due to changes in operating rules, infrastructure constraints and digital landscape. 

These activities are continuous, resource-intensive and essential to maintaining confidence in operational 

decisions. Unlike initial build costs, they are not discretionary once systems are embedded in operational 

use. 

Enhancement Driven by Regulatory and System Complexity 

The proposed enhancements are not optional upgrades but responses to: 

 Evolving regulatory and compliance requirements 

 Increased system interconnectivity and complexity 

 Greater climate variability and extreme event frequency 

 More complex trade-offs between consumptive use, environmental outcomes and operational 

constraints. 

These factors were materially less prominent at the time of the model’s initial development and require 

additional capability, SME input, model sophistication and testing to be incorporated safely. 

Risk Mitigation and Protection of Customers and the System 

As reliance on CARM increases, the risk and consequence of model inadequacy also increases. Ongoing 

investment is therefore required to: 

 Stress-test extreme and non-standard operational scenarios 

 Improve model resilience and fail-safe behaviour 

 Reduce the likelihood of operational errors that could result in non-compliance, inefficient water 

delivery or service disruption 

These activities directly protect customers, support regulatory outcomes and safeguard system integrity. 

1.5.6.4. Implications for Ongoing Investment 

The breadth and criticality of these functions demonstrate that CARM is not a static system requiring 

minimal “maintenance”, but a live operational system whose complexity, usage and risk exposure continue 

to increase as business requirements change. As reliance on CARM grows, ensuring accuracy, resilience 

and capability require sustained investment in recalibration, enhancement, integration and risk mitigation. 

This level of operational dependency directly explains why ongoing CARM costs are not lower than initial 

development costs, and why continued investment is necessary to maintain safe, efficient and compliant 

water service delivery across NSW. 

1.5.6.5. Appropriate and Prudent Level of Expenditure 

For these reasons, CARM expenditure does not naturally decline over time. Instead, it reflects the cost of 

responsibly operating a complex, high-risk decision support system within a changing regulatory and 

climatic environment. WaterNSW considers that the proposed $3.8 million over three years represents the 

minimum prudent investment required to maintain safe, reliable and compliant operation of regulated river 

systems. 
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Reducing this investment would materially increase operational and compliance risk and would be 

inconsistent with efficient service provision and IPART’s broader objectives. 

1.5.7. Digital operating costs 

WaterNSW’s digital function is not a traditional IT function. It incorporates a material proportion of 

operational technology (OT) assets, field devices, telemetry, and telephony systems that, in many other 

utilities, are accounted for outside the IT/digital cost base. 

In addition, WaterNSW’s role extends beyond that of a typical network service provider. WaterNSW delivers 

digital platforms and services that support upstream and downstream water markets, regulatory 

compliance, and cross-agency data sharing. In many other sectors, these functions sit outside the network 

utility; however, due to market structure, established capability, and economies of scale, these services are 

most efficiently delivered by WaterNSW. 

There are several comments on digital expenditure where EY in its operating expenditure report has erred 

or misinterpreted our circumstances.  For instance: 

 “WaterNSW notes that the [WAVE] program delivered enabling capabilities for future cost 

transformation, but these benefits remain largely unproven”.9  

We note that the assessment of benefits included enabling WaterNSW to comply with Commonwealth 

water market reforms that could not have been undertaken without this investment being made.  The 

project was not discretionary. We reject any assertion that the costs or benefits of this program require 

ex post adjustment.  Additional information on the WAVE program has been provided. 

 Regarding the Network Squad Program, EY states “This program saw $7.8m increase in operational 

expenditure within the network squad business unit in FY24”.10  

WaterNSW wishes to highlight that this is project delivery team only exists to support the 

aforementioned critical digital programs (e.g. strengthening telecommunications network capability, 

coverage and security across WaterNSW, facilitating improved oversight of critical water assets and 

reduction of operational and cyber risks). 

WaterNSW previously provided an illustration of how we have reduced the number of digital contractors, 

while keeping FTEs largely stable. This analysis, previously provided to Atkins-Realis, highlights that strong 

control on headcount has been achieved, while meeting the need for increased legislative and regulatory 

obligations, as well as increased demands for data and digital. 

1.5.7.1. Software licensing cost reductions 

IPART's draft reasoning that "digital headcount is forecast to be relatively stable" treats stable headcount as 

evidence that no additional operating expenditure is required. This misreads the nature of the step change. 

The step change does not fund net headcount growth, and it does not add to the recurrent expenditure 

base. It funds transitional stabilisation cost for platforms that have moved out of capital delivery and into 

early operational life — including hypercare, vendor support during stabilisation, knowledge transfer from 

delivery teams to BAU, defect remediation, and post-go-live optimisation. These are time-limited costs 

 
 
9 EY WaterNSW Rural Valley operating expenditure review -Final Report, March 2026. Page 21. 
10 Ibid, Page 21. 
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incurred during the period after a platform goes live and before it reaches steady-state operation. This is a 

normal and well-recognised cost profile for any major digital program.  

Headcount remaining stable is therefore the evidence that the step change is correctly scoped — it funds 

platform stabilisation, not people growth. Removing this adjustment leaves a funding gap during the 

highest-risk period of the platform lifecycle, when service continuity and benefit realisation are most 

exposed. 

Regarding software licensing, enterprise software vendors have been escalating prices at rates well above 

general inflation since 2022, driven by AI feature bundling, currency exposure (most vendors price in USD). 

The cost increases in digital operating expenditure reflect: 

 Microsoft Enterprise Agreement (E5/M365): Renewal pricing has increased materially over recent 

renewal cycles, with AI-feature bundling (Copilot) embedded into new commercial terms. 

 Cyber security tooling : Critical infrastructure obligations under SOCI Act and the NSW Cyber Security 

Policy require enterprise-grade tooling. License costs have escalated at 10–20% per annum on renewal 

as scope and seat counts expand. 

 Mandatory vendor price escalations on existing enterprise agreements (Microsoft, ESRI, SCADA 

platforms, cyber tooling) at rates well above CPI; 

 Additional licences required to support increased data sharing, interfaces, Commonwealth Water 

Markets reform, and Operating Licence reporting obligations.  

Recommendation: WaterNSW proposes that IPART adopt WaterNSW’s digital operating costs from our 

September 2024 proposal that are a key foundation for WaterNSW to meet its regulatory, commercial and 

customer requirements.  

1.5.8. Corporate overheads 

The overhead step adjustment adopted in the Draft Determination is based on the AtkinsRéalis upper-range 

estimate (see page 83 of the AtkinsRéalis report). AtkinsRéalis explicitly noted that this approach risks 

double-counting base-year efficiency adjustments, which appears to have occurred in this case. 

The $1.6 million reduction reflects a decline in WaterNSW’s overhead pool between 2023-24 actuals and the 

2024-25 forecast, with the Rural Valley’s applied using the BTS model previously provided. However, this 

reduction in our proposal was contingent on full implementation of the 2025 operating model – which has 

since been discontinued. 

As part of this model, WaterNSW incorporated a $9 million vacancy assumption of, in addition to efficiency 

factors already applied across core activities. This vacancy assumption reflected expected staffing 

vacancies under the 2025 operating model and therefore represented an embedded efficiency within the 

submission. As a result, the Draft Determination’s overhead step adjustment materially overlaps with 

efficiencies already accounted for by WaterNSW. 

Under the BTS framework, base-year adjustments are intended to remove cost savings that are expected or 

committed to in the final year of the current determination period. As the 2025 operating model is no longer 

being progressed, retaining the overhead step change reduction is inconsistent with the purpose and 

application of the BTS framework. 

 

Recommendation:  WaterNSW submits that the overhead step adjustment should be removed. 
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1.5.9. Efficiency adjustment 

In its September 2024 proposal, WaterNSW included an annual efficiency adjustment of 1% per year, 

reflecting an expectation that the further efficiencies could be delivered during the determination period. 

IPART applied 1% in the Draft Report. Since the proposal was lodged, WaterNSW has undertaken a major 

cost transformation program, including a reduction of approximately 25% of its workforce, representing 

the most substantial cost restructuring in the NSW water sector. 

WaterNSW remains committed to operating efficiently. However, the scale and timing of the 

transformation already delivered materially reduces the remaining scope for further efficiencies of the 

magnitude implied by a 1% annual adjustment. Maintaining a 1% target across the determination period 

would require savings beyond those achievable by an efficient operator without adversely affecting service 

delivery, asset management outcomes and or regulatory compliance. 

The 1% efficiency adjustment included in the September 2024 proposal was deliberately ambitious and 

reflected a willingness to challenge the organisation at time when further efficiencies appeared more 

attainable. In practice, much of that “headroom” has since been realised through the transformation 

program, meaning that a 1% assumption risks double counting efficiencies already delivered (or currently 

being embedded in WaterNSW’s cost base). 

As IPART acknowledged, WaterNSW’s proposed 1% target was more aggressive than those adopted for 

other water utilities. More recent IPART decisions have applied lower annual efficiency factors to 

comparable utilities, indicating that a retention of a 1% target would be out of step with current regulatory 

precedent. 

Since WaterNSW submitted its proposal, IPART has applied ongoing efficiency factors of 0.7% per year for 

Sydney Water and 0.9% per year for Hunter Water in its 2025 determinations. These businesses have not 

undertaken cost reductions of a scale comparable to those undertaken by WaterNSW. IPART has applied a 

0.9% per year efficiency factor in the 2025 Greater Sydney final determination and 0.7% per year in the 

March 2026 Draft Decision for Central Coast Council water and wastewater services.  In the Central Coast 

Council review, IPART’s consultant Arup / HoustonKemp explicitly linked the applied efficiency factor to 

long-term economy wide-productivity trends, rather than to any utility-specific catch-up efficiency or 

recovery of transformation-driven cost reductions.11 

In this context, a 0.5% annual efficiency adjustment is appropriate because: 

 Substantial efficiencies have already been delivered through a material workforce reduction and 

broader cost transformation, reducing the remaining scope for further efficiencies during the 

determination period. 

 Cost structure limits discretionary savings: labour accounts for approximately 60% of WaterNSW 

operating expenditure, and much of the remainder is largely non-discretionary (including land tax, 

energy and insurance).  This significantly limits the pool of costs available for further efficiency 

initiatives, particularly in the context of IPART’s proposed reduction to IT and Digital expenditure. 

 Risk to required outcomes: a 1% annual target applied to broadly increases the risk of outcomes 

inconsistent with safe operation, prudent asset management and regulatory compliance. 

WaterNSW therefore proposes that IPART apply an annual efficiency adjustment of 0.5% applied to 

controllable operating expenditure. Consistent with regulatory practice and the principle of efficient cost 

 
 
11 Arup / HoustonKemp Consultant’s Report for IPART: Central Coast Council Water 2026-31 Expenditure review Page 52. 
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recovery, the efficient adjustment should exclude items that are largely outside of management control, 

including land tax, insurance, the dam safety levy and Fish River WAMC licence fees. 

Recommendation:  IPART adopt a 0.5% per year efficiency adjustment applied to controllable operating 

expenditure only for the 2026 determination period and exclude largely non-discretionary items to reflect 

the significant transformation already delivered and the reduced scope for further efficiencies without 

compromising service outcomes. 

1.5.10. Cost true-up from 2025-26 

WaterNSW seeks an operating expenditure true‑up for the 2025 determination period, consistent with 

IPART’s established practice of correcting material under‑ or over‑recovery of efficient costs where 

determinations are made under timing, information or methodological constraints. The one‑year 2025 

determination necessarily relied on a top‑down approach, allowing approximately $62 million in operating 

expenditure.  By contrast, IPART’s Draft Report indicates efficient costs of around $70 million, implying an 

under‑recovery of approximately $8 million. Any operating cost true-up should therefore be calculated by 

reference to the operating expenditure allowances set out in IPART’s Final Report and adjusted accordingly. 

This under‑recovery arose from the inherently constrained nature of the 2025 determination, rather than 

any inefficiency on the part of WaterNSW. 

IPART has previously recognised that short or interim determinations, reliance on top‑down methodologies, 

or material information asymmetries can give rise to departures from cost reflectivity, and has addressed 

these through subsequent true‑ups where more complete evidence becomes available. Most notably, in the 

2025 Greater Sydney bulk water determination, IPART adjusted operating expenditure allowances during 

the determination period to reflect updated evidence of efficient costs, restoring cost reflectivity and 

avoiding the compounding of under‑recovery. 

Applying a comparable operating expenditure true‑up for Rural Valleys would therefore promote regulatory 

consistency, ensure that WaterNSW is not penalised for circumstances beyond its control, and avoid 

embedding an efficiency penalty into the 2026 determination. It would also align with IPART’s treatment of 

other material pricing inputs where prior under‑recovery has been corrected, including the WACC true‑up, 

and support the long‑term financial sustainability and service reliability that IPART seeks to promote.  

WaterNSW notes that our proposed operating cost true-up amount will change based on the operating 

expenditures in IPART’s Final Report and would need to be adjusted accordingly. 

Recommendation: IPART incorporate an operating cost true‑up from the 2025 determination to ensure 

that efficient expenditure outcomes are appropriately reflected in the cost base for the subsequent 

determination period. 

1.5.11. ICD rebates 

In the Draft Determination, ICDs are intended to reflect WaterNSW’s avoided costs from not directly 

servicing a large number of smaller customers. These avoided costs are calculated based on the services 

that WaterNSW does not provide as a result of ICD activities. As outlined in the following section, 

WaterNSW has corrected previously inflated metering and compliance and customer billing costs assumed 

by IPART in the draft determination. As a result, the calculated avoided costs have decreased. 
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1.5.12. Operating expenditure allocations to valleys 

The operating expenditure allocations across valleys and activities in the Draft Determination were 

artificially derived based on assumptions that are not appropriate and create practical challenges for 

WaterNSW to manage. To address this, WaterNSW undertook the following steps to reinstate the Draft 

Determination amounts, drawing on the line-item detail in the AtkinsRéalis report, supporting information 

provided by IPART, and the BTS information from our submission. A supporting cost model has been 

prepared for transparency and is provided as Attachment 2. 

 The adjusted base-year costs for 2023–24 (in $2024–25) were artificially allocated across valleys and 

activities based on WaterNSW’s reported 2023–24 actuals treated as ‘SaaS-as-opex’, rather than being 

assessed on a ‘SaaS-as-capex’ basis. 

 Based on the items identified in Atkins’ report (p. 94, Table 3-21: Efficiency adjustments to 

non-controllable actuals), regulatory submission costs were allocated to the relevant activities and 

valleys where the actual costs were incurred. 

 IPART’s base-year adjustment for flood operations was reinstated to only apply to the valleys where the 

actual external insurance recovery costs were incurred. Defined benefits superannuation costs were 

allocated using 2023–24 actual time-costing data, and the misallocation of security service costs was 

corrected using 2023–24 actual administration overhead allocations. 

 The cost model also supports the line-item responses in Section 1.5 of our Draft Determination 

response, providing transparency and traceability for the proposed adjustments. 

1.6. Cost sharing arrangements 

WaterNSW is broadly comfortable with the cost shares proposed by IPART. Reducing the customer share 

for dam safety compliance and environmental planning and protection from 80% to 50% and recognising 

flood mitigation capacity in Macquarie and Hunter valleys is consistent with what WaterNSW outlined in our 

“Alternative Scenarios” in our September 2024 proposal based on feedback from our customers. WaterNSW 

also supports the aim of the revised “counterfactual” to clarify how IPART assesses the causal responsibility 

for activities with a community benefit by asking whether forward-looking costs could be avoided in a world 

where bulk after customers ceased consumptive use. 

WaterNSW acknowledges IPART’s creation of the new Government Services activity in the draft 

determination. As highlighted in the Draft Report, the cost data and scope for this activity is broadly 

anecdotal. Therefore, any decision on the scope and costs for this new activity included as part of the Final 

Determination will necessarily be a best judgement, and it will require IPART and WaterNSW to work closely 

over the next determination period to clarify the scope and to start to address the evidence base for this 

activity.   

1.7. Managing revenue risk (DVAM) 

IPART has decided to introduce a Demand Volatility Adjustment Mechanism (DVAM) with a ±5% threshold of 

forecast revenue to manage material changes in water sales revenue over the determination period. An 

adjustment would only be made if the difference between actual and forecast water usage exceeds 5% in 

either direction, with this “deadband” avoiding administrative complexity for normal variability and limiting 

adjustment to material demand shocks.   
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Under IPART’s proposed DVAM, revenue adjustments apply only where actual water usage revenue deviates 

by more than ±5% of forecast revenue, with adjustments limited to the portion beyond the threshold and 

applied symmetrically to under- and over-recovery. 

In making this decision, IPART states: 

“…WaterNSW stated that a revenue cap remains its preferred approach for managing revenue risk. 

However, it identified a DVAM as its second-best option. 

WaterNSW noted that a DVAM is well-understood and can be implemented seamlessly and 

transparently. In addition, stakeholder concerns about intra-period price volatility in relation to the 

revenue cap would not be applicable with a DVAM. 

Our draft decision is to introduce a DVAM for the 2026 determination period. We agree that the 

approach is well-understood, easily implemented, transparent and consistent with mechanism used 

for other water utilities. (emphasis added) 

In its response to the Discussion Paper, WaterNSW stated: 

“In the absence of IPART introducing a revenue cap for WaterNSW’s rural valleys, we urge IPART to 

adopt a DVAM for the 2026 determination as outlined above for Hunter Water. 

The absence of a DVAM or equivalent to address volume risk is made more problematic given the 

potentially larger potential volume volatility compared to our industry peers. While WaterNSW 

maintains that a revenue cap is the most effective approach to manage volume risk that shares the 

risks equitably with customers – we consider that a DVAM is a tried and tested mechanism commonly 

implemented by IPART that can be seamlessly introduced for the 2026 determination.”  <<confirm>> 

WaterNSW welcomes IPART’s proposed introduction of a DVAM with a ±5% threshold for the 2026 

determination. We believe the proposed ±5% threshold achieves an appropriate balance between managing 

revenue risk and limiting price volatility for customers. 

1.8. Pricing reforms 

WaterNSW acknowledges IPART’s draft decision to retain valley‑based pricing for the 2026 determination 

period and to not proceed with changes to pricing structures, including fixed-to-variable ratios. WaterNSW 

accepts that, given the stage of the determination process, implementation of tariff changes in this review 

may no longer be practical. 

However, WaterNSW is not convinced that the proposed fixed-to-variable tariff changes were inherently 

infeasible and could not have been implemented in this determination.  These reforms were supported by 

analysis in our September 2024 proposal and were intended to better align prices with underlying cost 

drivers and manage volume risk for specific customer cohorts. In WaterNSW’s view, the principal constraint 

has been how customer support or opposition and the distribution of impacts across customer groups or 

valleys, are assessed and weighed, rather than any fundamental barrier to implementation. 

Customer views on pricing reform have been mixed, particularly where changes may result in redistribution 

between valleys or customer segments. Some customers recognise the benefits of higher fixed charges in 

managing volume risk and improving cost reflectivity, while others express concern about bill impacts and 

perceived equity. Support for pricing reform is therefore unlikely to be unanimous; however, the absence of 

consensus should not, of itself, prevent consideration of reforms that advance cost reflectivity and long-

term efficiency, provided the trade-offs are transparently assessed. 
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In WaterNSW’s view, greater transparency regarding IPART’s decision-making framework – particularly how 

it weighs customer support and distributional impacts – would materially improve the quality and focus of 

future reform proposals and engagement.  

Looking forward, WaterNSW considers that any reconsideration of fixed‑to‑variable ratios or broader 

reforms, including any valley‑based pricing, should be progressed early in a review cycle and supported by 

clear regulatory guidance, robust valley‑level evidence and focused customer engagement. This would 

enable a clearer assessment of customer impacts and trade-offs and provide  a sound basis for reform. 

Accordingly, WaterNSW requests that IPART provide clear, high‑level guidance in the Final Report on how 

it would assess future tariff reform proposals, including the relative weight given to customer support or 

opposition, the materiality and distribution of impacts across valleys and customer types, alignment with 

customers’ long‑term interests and implementation practicality. Such guidance would improve regulatory 

certainty and help ensure future reform efforts are proportionate, well-targeted and capable of 

implementation. 

A 3-year determination period further intensifies these challenges, as the shorter timeframe constrains 

the ability to design, consult on and test reforms, increasing the risk that substantive reform is deferred 

rather than progressed.  

Recommendation: To support more effective future engagement, WaterNSW requests that IPART provide 

clear, high-level guidance in the Final Report on how it will assess tariff reform proposals, including how it 

weighs customer support or opposition, distributional impacts, customers’ long-term interests and 

implementation practicality. 

1.9. Financeability 

In the Draft Report, IPART concludes that WaterNSW is likely to be financeable over the three‑year 

determination period based on its benchmark and actual financeability tests.  IPART states: 

“When setting prices, we consider the financial sustainability of the business resulting from pricing 

decisions. To do this, we undertake a financeability test to assess how our price decisions are likely 

to affect the business’s financial sustainability and ability to raise funds to manage its activities, 

over the upcoming regulatory period. 

We assessed WaterNSW’s financeability for its services in regional and rural NSW over the 2026 

determination period by analysing its forecast financial performance, financial position and cash 

flows for the benchmark and actual business. We then forecast financial ratios for both tests and 

assessed WaterNSW’s financial ratios compared to our target ratios (see Table 13.10).”12 

Figure 13.10 presents IPART’s assessment of key financial metrics, including the real interest coverage ratio 

(ICR), funds from operations (FFO) to net debt, and net debt to RAB. 

 
 
12 IPART Prices for WaterNSW regional and rural bulk water from 1 July 2026 - Draft report . Page 180. 
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IPART’s analysis indicates that WaterNSW passes the real interest coverage ratio under both the 

benchmark and actual tests and that gearing remains below the upper target limit. However, the analysis 

also shows that the FFO to net debt ratio falls to, or below, IPART’s target in the final year of the 

determination under the actual business test, signalling emerging pressure on cash‑flow‑based credit 

metrics toward the end of the period. 

While these outcomes represent an improvement relative to the one‑year, top‑down 2025 determination, 

WaterNSW considers that IPART’s financeability assessment is optimistic and understates refinancing 

and cash‑flow risk. 

A central limitation is that IPART’s modelling assumes interest costs based on the standard WACC, rather 

than the higher costs that will apply under the agreed transition to trailing‑average debt, which 

WaterNSW’s borrowing profile will reflect. As set out elsewhere in this submission, WaterNSW has 

refinanced debt in reliance on IPART’s written guidance regarding this transition. As a result, interest 

expense is understated in both the benchmark and actual tests. 

This has direct implications for the interpretation of IPART’s results. When efficient financing costs 

consistent with the agreed debt transition are reflected, WaterNSW considers that FFO to net debt is likely 

to be weaker than assumed by IPART and may fall below target earlier in the determination period. The 

benchmark test understates interest expense by failing to apply a transition from the ACCC’s ‘on the day’ 

cost of debt to IPART’s trailing average methodology, despite explicit guidance provided by IPART in May 

2024 and March 2025. 

This is particularly relevant given that rating agencies typically place greater weight on cash‑flow‑based 

metrics, such as FFO to net debt, than on interest coverage ratios when assessing the credit quality of 

regulated utilities. 

The benchmark test should also be interpreted with caution, as the gearing assumption in largely and input 

rather than an outcome.  Meeting this assumption does not, of itself, demonstrate financeability where 

cash-flow headroom is constrained. 

IPART should set the WACC using the principle‑based methodology underpinning the 2025–26 WACC 

true‑up, including the agreed transition to trailing‑average debt costs, and reflect this approach 

consistently in the financeability assessment. 

This would ensure recognition of efficient financing costs, provide a more realistic assessment of credit 

risk, and support WaterNSW’s ability to raise debt on reasonable terms while continuing to deliver safe and 

reliable bulk water services. 
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Recommendation:  IPART should set the WACC using the principle‑based methodology applied in the 2025–

26 WACC true‑up, including the agreed transition to trailing‑average debt costs, and apply this consistently 

in the financeability assessment. IPART should also review the design and suitability of the financeability 

test as part of the upcoming WACC review. 

We are committed to working with IPART and 
Government 

Despite the concerns raised throughout this response, WaterNSW has sought to constructively engage with 

IPART and other stakeholders in the review process and in responding to the Information Paper and draft 

decisions.  

In engaging in the process WaterNSW is committed to collaborating in good faith with all stakeholders to 

deliver evidence-based outcomes that recognise all parties’ obligations, needs and priorities, with a focus 

on the long-term interests of our customers.  

Notwithstanding the departure from IPART’s usual regulatory practice, this response seeks to provide 

constructive and realistic options that IPART could implement. WaterNSW has proposed options that are 

consistent with IPART’s approach in this review, whilst ensuring WaterNSW’s financial viability and 

compliance with its obligations until a detailed expenditure review can be completed.  

IPART has identified the need for several reviews over the next three years, including:  

 A more detailed expenditure review for Greater Sydney and Rural Valleys 

 A cost share review, long-term impact of the regulatory and economic impact of the Greater 

Sydney Water Strategy 

 A review of the future regulatory model for WaterNSW (in particular for the rural NSW) and  

 Potentially a WACC review over the same timeframe that had been delayed by IPART during the 

current regulatory period 

WaterNSW remains committed to ongoing active involvement in these reviews. However, additional costs 

and resources beyond those allowed for in the current determination have not been provided for by IPART. 

Extending the determination period to 4 years would assist both IPART and WaterNSW to undertake these 

reviews more effectively within existing resource constraints. 

We can see benefits from a more effective regulatory approach for bulk water services in NSW and 

particularly for regional NSW. 

Scope of suggested future Government review 

If IPART considers further Government review is warranted, WaterNSW submits that it should be tightly 

focused on affordability policy and funding mechanisms, not WaterNSW’s costs or operating model. Such 

an approach could clarify the fully cost‑reflective prices implied by existing and future asset replacement 

needs, recognising that historic asset write‑downs (around 40% in some valleys) have suppressed current 

prices and that replacement at modern values will drive higher charges over time. Further review of 

WaterNSW’s costs or operating model is unlikely to provide additional value, given the extensive external 

scrutiny already completed over the past 12–18 months.  
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Attachment 1 – WaterNSW responses to IPART’s 
questions in the Information Paper 

 
Questions from IPART seeking stakeholder feedback 

Question 1 – Length of determination period 
What are your views on IPART’s draft decision for a 3-year determination period? 

WaterNSW response 

WaterNSW does not support a 3‑year determination period and instead proposes a 4‑year determination, 

consistent with IPART’s default framework and recent determinations for comparable water services. 

A longer period would better support regulatory stability, allow the outcomes of WaterNSW’s 

transformation and data improvements to be embedded, provide time to consider the implication of several 

reforms, and reduce regulatory and stakeholder fatigue. A 3‑year determination would require preparation 

of the next proposal almost immediately, limiting scope for meaningful engagement and reform outcomes 

to be realised. 

WaterNSW’s position is discussed in Section 1.1. 

Question 2 – Digital capital expenditure (WaterInsights Portal) 
Would proposed expenditure on the WaterInsights Portal provide value for money to customers? 

WaterNSW response 

Yes. WaterNSW considers the WaterInsights Portal to be a prudent and value‑for‑money investment that 

delivers material benefits to customers and stakeholders by supporting regulatory compliance, 

transparency, operational efficiency and water market participation. 

The Portal is a non-discretionary enabling platform that underpins WaterNSW’s ability to meet Operating 

Licence obligations, Commonwealth water market reform requirements and whole‑of‑government data and 

reporting standards, many of which cannot be delivered through existing legacy systems. In addition to 

compliance outcomes, the Portal improves customer access to timely, consistent and authoritative 

information, supports more efficient operational decision-making and reduces longer-term system 

compliance risk.  Assessing this investment solely through narrow short-term cost or ranking metrics 

understates its enabling nature and the avoided costs and risks associated with continued reliance on 

fragmented legacy systems. 

WaterNSW’s position and supporting evidence are set out in Section 1.4.2 of this submission. 

Question 3 – ICD rebates methodology 
Do you agree that the current avoided cost methodology for ICD rebates remains fit for purpose? Are there 
any changes that should be made to the scope of avoided costs? 

WaterNSW response 

WaterNSW considers the current avoided‑cost methodology remains broadly fit for purpose, as it reflects 

the principle that customers should not pay for costs WaterNSW does not incur. 

However, given changes in operating models, digital systems and regulatory obligations, there is scope for 

refinement of specific cost inputs, particularly where costs are no longer fully avoidable due to system‑wide 
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or regulatory requirements. Any refinement should be evidence‑based, transparent and applied 

prospectively. 

Question 4 – WACC methodology (cost of debt) 
What are your views on IPART’s draft decision not to apply a transition to a trailing average to the cost of 
debt in setting the WACC for WaterNSW? 

WaterNSW response 

WaterNSW does not support IPART’s draft decision not to apply a transition to a trailing average for the cost 

of debt. WaterNSW considers that the WACC should be set using the principle‑based approach 

underpinning the 2025–26 WACC true‑up, including the agreed transition to trailing averages, with 

affordability addressed through price caps rather than adjustment of efficient financing costs. 

This position is addressed in Section 1.3of this submission. 

Question 5 – WACC true-up 
What are your views on IPART’s draft decision to include a WACC true-up in WaterNSW’s notional revenue 
requirement? 

WaterNSW response 

WaterNSW supports IPART’s draft decision to include a WACC true‑up in WaterNSW’s notional revenue 

requirement, noting that this is necessary to correct for the omission of an updated WACC in the 2025 

one‑year determination and to partially restore cost reflectivity. 

However, WaterNSW considers that inclusion of a true‑up alone is insufficient if the forward‑looking WACC 

is not set on a consistent basis that enables WaterNSW to align its debt portfolio with IPART’s methodology. 

This issue is addressed in Section 1.3 of this submission. 

Question 6 – Government service activity 
We have made a draft decision to establish a new cost share activity for WaterNSW providing government 
services, which would have a 100% government share. What are the benefits and disadvantages of this 
approach? 

WaterNSW response 

Not applicable, as this matter is directed to other stakeholders. 

Question 7 – Allocation to government service activity 
We have estimated that between 5% to 10% of WaterNSW’s operating expenditure for its bulk water 
services to regional and rural NSW likely relates to providing the government service. Our draft decision is 
to choose 7.5%, the midpoint of our estimated range. What other evidence should we consider when 
deciding the basis for allocating costs to the government service activity? 

WaterNSW response 

Not applicable, as this matter is directed to other stakeholders. 

Question 8 – Valley-based pricing 
Do you have evidence that you have not already provided to IPART that could be relevant to IPART’s draft 
decision to retain valley-based pricing in preference to moving to regional pricing? If you do, please provide 
that information to IPART. 
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WaterNSW response 

WaterNSW does not propose to provide additional evidence beyond that already submitted in relation to 

IPART’s draft decision to retain valley‑based pricing for the 2026 determination period. While WaterNSW 

recognises that alternative pricing approaches, including, regional pricing, may have potential merits in the 

longer term, there are transitional, distributional and implementation challenges that cannot be resolved at 

this stage of the current review. Maintaining valley‑based pricing for this determination provides stability 

and transparency for customers, while allowing time for IPART to provide clearer guidance on how future 

pricing reforms would be assessed, to better inform evidence development and targeted customer 

engagement in subsequent reviews. 

WaterNSW’s position is addressed in Section 1.8 of this submission. 

Question 9 – Lachlan Valley tariff structure 
Do you have evidence that you have not already provided to IPART that could be relevant to IPART’s draft 
decision to maintain the existing 40:60 fixed-to-variable tariff structure in the Lachlan Valley? If you do, 
please provide that information to IPART. 

WaterNSW response 

WaterNSW has not provided additional evidence beyond that already submitted regarding the Lachlan 

Valley tariff structure. While WaterNSW continues to consider that alternative fixed‑to‑variable ratios may 

better align prices with underlying cost drivers and assist in managing review risk, we acknowledge 

stakeholder concerns regarding bill impacts and transparency in the current affordability environment. 

Consistent with the body of this submission, WaterNSW considers that any reconsideration of tariff 

structures would require clearer regulatory guidance from IPART and earlier engagement with customers, 

and is therefore more appropriately progressed in the next review. 

WaterNSW’s views on tariff structures and the need for clearer guidance on future reform are set out in 

Section 1.8 of this submission. 

Question 10 – Tariffs for licensed environmental water holders 
Do you have any evidence that you have not already provided to IPART that could be relevant to IPART’s draft 
decision to maintain the current fixed-to-variable ratios for licenced environmental water holders? If you 
do, please provide that information to IPART. 

WaterNSW response 

Consistent with WaterNSW’s response to Question 9, WaterNSW has not identified additional evidence 

beyond that already provided to IPART in relation to tariff structures for licensed environmental water 

holders. While WaterNSW considers that alternative pricing structures, including higher fixed components, 

may better reflect cost drivers and manage volume risk for large and reliable users, any reform would 

require clearer regulatory guidance from IPART and further engagement to assess impacts across 

customer groups. Such reforms are therefore more appropriately considered in a future determination. 

This matter is discussed in Section 1.8 of this submission. 

Question 11 – Uniform price caps 
Do you support applying a uniform cap on price increases to all valleys?  Is there justification to apply a 
different cap for some valleys, such as  North Coast and South Coast)? 
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WaterNSW response 

WaterNSW acknowledges the rationale for a uniform annual price cap across valleys for simplicity, 

transparency and equity, and recognises that IPART’s proposed 10% cap (plus inflation) represents a 

pragmatic balance between affordability and progress toward cost reflectivity. 

WaterNSW does not propose valley‑specific cap levels at this time. Where uniform caps constrain recovery 

of efficient costs in particular valleys, WaterNSW emphasises that the resulting shortfall should be met 

through government contributions to ensure financial sustainability, service delivery and safe asset 

operation. 

This issue is addressed in Section 1.2 of this submission. 

Question 12 – Price cap impacts 
What effects would our proposed 10% (plus inflation) annual cap on price increases have on you?  How 
would these differ under a 5% (plus inflation) annual cap? 

WaterNSW response 

WaterNSW does not take a position on the appropriate level of the annual price cap. However, a higher cap 

will allow more efficient costs to be recovered from customers over the determination period – thereby 

moving more quickly to cost reflectivity than a lower cap. A lower cap, such as 5% per year (plus inflation), 

will necessarily increase the extent to which efficient costs must be met through government 

contributions. While any real price increases may be challenging for some customers, tighter caps defer 

cost recovery and increase reliance on government funding, with potential implications for 

intergenerational equity as a lower cap extends the period over which prices move to cost reflectivity. 

The impacts of alternative price caps are discussed in Section 1.2 of this submission. 

Question 13 – Alternative pricing approaches 
Are there any alternative approaches for price setting consistent with cost-reflective pricing, that you 
would like the Tribunal to consider for the Final Report? 

WaterNSW response 

WaterNSW considers that more fundamental changes to price setting approaches (such as alternative 

forms of control or structural tariff reform) may warrant consideration in a future determination, but cannot 

be effectively designed, tested and implemented within the current determination period. 

WaterNSW supports IPART’s focus on cost‑reflective pricing but notes that any alternative pricing 

approaches must be supported by clear regulatory guidance, robust evidence, and meaningful customer 

engagement to ensure outcomes remain in customers’ long‑term interests. 

This position is addressed in Section 1.8 of this submission,  including WaterNSW’s request for guidance to 

inform future reform proposals. 

Question 14 – Fish River pricing 
What are your views on the approach of escalating the incremental cost of water treatment by the CPI for 
setting the filtered water usage charge in the Fish River Water Supply Scheme? 

WaterNSW response 

Not applicable, as this matter is directed to other stakeholders. 
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Question 15 – Cost pass-throughs and true-ups 
Do our draft decisions on cost pass-throughs and true-ups achieve an appropriate allocation of risk 
between WaterNSW and customers? 

WaterNSW response 

WaterNSW broadly supports IPART’s draft decisions on cost pass‑throughs and true‑ups, including the 

adoption of targeted mechanisms where costs are material, unforeseen and outside WaterNSW’s control. 

However, WaterNSW considers that appropriate risk allocation also requires consistency with IPART’s 

broader pricing framework, including ensuring that WaterNSW has a reasonable opportunity to recover its 

efficient costs and that affordability concerns are addressed primarily through transparent price caps and 

government funding rather than suppression of efficient cost allowances. 

Question 16 – Demand volatility 
Do stakeholders consider it appropriate to manage WaterNSW’s revenue risk through a demand volatility 
adjustment mechanism, and does the proposed ±5% threshold achieve an appropriate balance between 
managing revenue risk and limiting price volatility for customers? 

WaterNSW response 

WaterNSW supports the introduction of a DVAM with a ±5% threshold for the 2026 determination period, 

noting that it is a well‑understood, transparent and administratively efficient mechanism. 

While WaterNSW continues to consider that a revenue cap remains the most effective approach to 

managing volume risk over the longer term, the DVAM represents a reasonable second‑best option that 

limits exposure to material demand shocks while avoiding intra‑period price volatility for customers. 

WaterNSW flagged this position during our customer engagement, noting the merits of a revenue cap to 

manage volume risk was the primary focus of our engagement on the form of control.  

This position is addressed in Section 1.7 of this submission. 

Question 17 – Impacts on irrigated farms and utilities 
What are your views on our approach for assessing how potential price increases could affect irrigated 
farms and local water utility customers? 

WaterNSW response 

WaterNSW acknowledges IPART’s analysis of impacts on irrigated farms and local water utilities and 

supports the use of targeted economic assessment to inform affordability considerations. 

However, WaterNSW considers that impact assessments should be interpreted alongside longer‑term risks 

to service reliability, asset health and intergenerational equity arising from prices set below cost‑reflective 

levels. Short‑term price moderation that defers efficient cost recovery may exacerbate future price shocks 

and service risks, which are not always fully captured in static impact analysis. 

Question 18 – Agricultural impacts analysis 
Do you support the methodology and underlying assumptions used for the agricultural impacts analysis? 

WaterNSW response 

WaterNSW supports the use of agricultural impacts analysis as an input to affordability assessment but 

notes inherent limitations in modelling complex and heterogeneous farm systems. 
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Results are sensitive to assumptions regarding crop mix, water use behaviour, adjustment capacity and 

long‑term responses to sustained price changes. As such, WaterNSW considers these analyses should 

inform, but not determine, pricing outcomes, and should be considered alongside broader efficiency, 

sustainability and funding considerations. 

Question 19 – Cost pressures and capacity to pay 
Can you provide examples of cost pressures you have faced, and describe their impact on you? How should 
additional cost pressures be considered when examining irrigated farms’ capacity to pay? 

WaterNSW response 

Not applicable, as this matter is directed to other stakeholders. 

Question 20 – Local water utility affordability 
What are the factors we should consider when examining affordability for local water utility customers? 

WaterNSW response 

Not applicable, as this matter is directed to other stakeholders. 

WaterNSW considers that short‑term affordability measures should not compromise longer‑term 

infrastructure investment and service outcomes, and that affordability issues attributable to pricing 

constraints should be transparently addressed through IPART’s price capping arrangements combined with 

government support. 

Question 21 – Performance measures 
What are your views on the draft performance measures and targets? Could these be improved? If so, 
please suggest measures and/or targets that would improve the quality of WaterNSW’s reporting and 
transparency. 

WaterNSW response 

WaterNSW broadly supports IPART’s proposed performance measures and targets and agrees with the 

importance of transparency and accountability. 

WaterNSW notes that performance measures should remain clearly linked to controllable outcomes, be 

proportionate to the determination period, and avoid introducing undue reporting burden or cost.  

Question 22 – Excluded performance measures 
WaterNSW proposed a number of performance measures that we are not including in our draft 
recommendations. For example, we did not include WaterNSW’s proposed measures for the WaterInsights 
portal or reporting of data breaches. Do you consider any of these important for transparency, 
accountability or customer outcomes? 

WaterNSW response 

Not applicable, as this matter is directed to other stakeholders. 

 

Questions from IPART seeking feedback from WaterNSW 

Question WaterNSW 1 – Land transfers from WAMC 
How have land transfers from WAMC to WaterNSW been recorded? What evidence exists of the land 
transfers and what evidence can be made available to IPART? 
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WaterNSW response 

Land transfers from WAMC to WaterNSW have been recorded in accordance with applicable accounting 

standards and documented through formal transfer instruments, asset registers and supporting 

correspondence provided to IPART over the course of the review. 

WaterNSW has previously supplied information on the nature, timing and valuation of these transfers and 

can provide further supporting documentation if required. 

Question WaterNSW 2 – Cold water pollution operating expenditure 
How much of the operating expenditure on the cold water pollution program in 2023-24 related to dam 
investigations, as distinct from business-as-usual activities such as guideline development, strategy co-
design and engagement with DPIRD Fisheries?  

WaterNSW response 

WaterNSW’s operating expenditure on cold water pollution in 2023–24 comprised both dam‑specific 

technical investigations to support regulatory compliance and ongoing business‑as‑usual (BAU) activities, 

including guideline development, program management and stakeholder engagement. 

Consistent with our proposal, 2022-23 base year BAU Rural CWP strategy operating expenditure totalled 

$0.078 million. In addition, WaterNSW incurred $0.791 million on internal project management and 

consultant delivery of the CWP Mitigation Options Study, which assessed mitigation options for three high 

risk dams in the Gwydir, Namoi and Murrumbidgee valleys. This project expenditure aligns with the 

$0.8 million (rounded) proposed to support dam-specific compliance actions in addition to BAU activities, 

consistent with IPART’s previous approach to prioritise high-risk CWP sites.  

We acknowledge IPART’s intention to adopt 2023-24 as the base year for the determination. Total CWP 

strategy operating expenditure in 2023-24 was $0.75 million, with the majority of expenditure attributable 

to dam-specific investigation activities rather than BAU functions alone. Average expenditure for CWP 

strategy activities over 2022-23 to 2023-24 was $0.81 million. As outlined in section 1.5.4 of this submission, 

the future operating expenditure required to maintain funding for specific dam investigation works 

compared with BAU activities relates to the next stage of activities planned for the three dams already 

investigated, plus two new high CWP risk dams in the Lachlan and Murray valleys. 

This staged approach enables WaterNSW to incorporate learnings from earlier investigations 

demonstrating prudency and efficiency in delivering the CWP compliance activities required to meet 

environmental obligations under its Work Approvals. 

Question WaterNSW 3 – Digital operating expenditure forecasts 
What is the reason for differences between the digital operating expenditure forecasts in Attachment 11 of 
WaterNSW’s pricing proposal and the adjustments included in its proposed operating expenditure 
allowance? 

WaterNSW response 

Differences between the digital operating expenditure forecasts reflect variations in categorisation, timing 

and allocation assumptions between Attachment 11 and the broader operating expenditure model submitted 

with the pricing proposal. 

WaterNSW has previously explained these differences to IPART and provided reconciliations showing how 

digital expenditure forecasts align to the proposed operating expenditure allowance. 
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Question WaterNSW 4 – Fish River water treatment costs 
Can WaterNSW provide updated information on the incremental cost of water treatment since the 
submission of the September 2024 pricing proposal? 

WaterNSW response 

WaterNSW does not currently have updated water treatment cost information that has been sufficiently 

reviewed or consulted on with affected customers.  
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