COMMENTSON THE DLWC'SSUBMISSON TO IPART
2001/02 ~ 2003/04

1 INEQUITABLE NEW TAX

The Water Reform agenda is Smply the introduction of a new tax. In previous
years, State Government Departments were funded from the taxes thet we paid, and
they had to operate within ther budgeted amount of funds. Now, the DLWC is
aming for total cog recovery of dl ther budget from the immigation indudry. This
cogt recovery does nat result in a decrease in the taxes that we pay, nor do we get
any additiond bendfit from the DLWC, 0 the NSW Stiate Government is Smply
introdudng a new tax on the irrigaion indudry.

This is inequitable as it afects one pat of the community only. The other 32 State
Government Departments that are liged on page 16 of the locd tdephone directory
are not introducing cost recovery accounting, so why atack the irrigation industry?
Is the only resson that the NSW Government has found a paliticdly ssfe milking
cow?

2 THE COAG IMPERATIVE

The NSW Government dands to recave severd hundred million dallars from the
Federd Government if cartain conditions are met. In fact, severd hundred million
dollars have dready been recaived, but whet benefit has flowed through to the
irigation indudry from this money thet the NSW Government has recaived? None
a dl. Why doexn't IPART teke a serious look a what the NSW Government has
done with dl these funds and what its obligations are under the COAG agreament
before dlowing any further increeses in watler cods?

3 IPART ISNOT IPART

The Indgpendent Pricing and Regulatory Tribund (IPART) is nat what its name
implies. The members of the tribund are sdected by, and gopointed by the NSW
Sae Government. They are not a separde, independent body (such as a firm of
auditors is in the corporate arena). The perception is therefore that the actions of
IPART are merdy a rubber samp by the NSW State Government on the DLWC's
request for price rises, and IPART’s actions reinforce this perception.

4 IPART ISNOT DEAF AND NOT BLIND (but they might sswel be)
Thousands of hours are et in totd by irrigators who submit a response to IPART
on the DLWC's request for price rises, and atend an IPART heaing.

The membars of IPART tdl us that dl the submissons are reed, and they “hear
wha you are saying’ a the IPART hearings



But when the determingtion is mede by IPART, there is no evidence thet any notice
has been taken of any of the maeid presanted to them. This gives the impression
to irrigators thet the TPART process is amply a charade, and submitting a response
is awade of time.

5 NOEND IN SGHT FOR THE COST OF WATER

The DLWC won't give a definition of total cogt recovery, and certainly won't put a
figure on it for the Namoi/Peel valeys So where will the final cogt of water finish
up? We know that the price will rise by another 20% for each of the next three
years At 20% each year the cost more than doubles each four years. But where will
it finidh? There is no resson for IPART to dop granting never ending price rises.
What an unethica gpproach to busness this is. How could any irrigator be expected
to forecast long term bugness plans with this scenario? And who knows whether
IPART might dedde in the next round thet 40% a year sounds like a nice round
figure for a price rise?

6 IPART WONT ENCOURAGE EFFICIENCY

Previous submissons to IPART have induded a plea for the introduction of
effidency targets for the DLWC, but as long as IPART keep granting the DLWC's
ambit price rise dams, the DLWC is under no obligation to paform efficently.

There is no evidence of efficdency gains in the DLWC. Eleven years ago there were
3 people in the DLWC's Tamworth office — today there are about 150. Now,
nobody would complain about that increese if there was some evidence thet the
workload hed incressad (such as would be the case if a new dam was built). But to
the irrigator who is dugged with a 20% annud price rise, this massve gaf incresse
for no goparent bendfit is mos unpaatable. In view of the fact thet it hes dready
taken the Tamworth office more than two years to convert 60 conjunctive licences
to groundwater licences, (and the job is ill not finished yet), one wonders what
performance messurement ariteria the DLWC are uaing.

IPART should gpply the same criteria to the DLWC as it gpplies to the irrigators -
that is, grant the DLWC a price rise thet is equivdent to the DLWC' S cost savings
If the DLWC want a 20% annud price rise, let it be conditiond upon a 20% annud
reduction in thar codt Sructure

7__DLWC'S FIGURES ARE NOT MUCH GOOD

In previous years | have been involved with meetings that pored for hours over the
DLWC's cod account dlocations, cost dlocations to each valey, and the
percentage of the codt that is attributable to the irrigation indudry. The result of
those mestings was tha the DLWC's figures are 0 rubbery, and the percentages
dlocaed to irrigators so ethered, that the DLWC' s actud expenditure figures are
hopdesdy unrepresentaive of the red Stuation.




The membars of IPART must be awvare tha the DLWC’s acoounting system is
unrdiable, and IPART should inggt on the implementation of a rdigble and
accurate sysem thet incorporates the budget figures and the actud results in a dear
and trangparent manner.

8 PEEL/NAMO0O1 WATER CHARGES ARE THE HIGHEST IN NSW
The Peel/Namoi valey dready pays the highest water charges in NSW, but in
2003/2004 some comparaive charges will be

Murrumbidgee $4.76/Ml1

Peel/Namoi $19.06/M1

Any independent person looking & this would bdieve thet this discrepancy is
unjudifigble. The commodity we are taking aoout is water, yet we are being
charged more then four times the amount of our southern fdlow irrigetors for the
same atide How equitable is that? It is not due to our ingffidency or lack of
performance - it is caused by the DLWC’s screwed up accounting and charging
gydem, and TPART’s ongoing tolerance of a bad and inequitable sysem.

And it will be worse in 2006/2007 when the comparison will be as fallows

Murrumbidgee 7% annud increese $5.83/Ml
Ped Namoi 20% annud increese $32.94/M1

(we will be paying dmod 6 times as much for the same commodity)

| don't believe thet there is any other commodity thet is priced on such an
inequitable bads - not even dedridty, fud, or communication charges have such
an unjudifigdly unbalanced pridng palicy.

Using the example of petrdl, if a litre of petral cogts 95 cents in the Murrumbidgee,
it would cogt $6.37 for the same aticle in the Peel/Namoi. Does the condtitution
dlow a Stae Government Department to do thet?

9 HOW WOULD YOU LIKE ONE OF YOUR COSTSTO GO UP BY 20%
FOR THE NEXT 3 YEARS (OR 6 YEARS)?

The chances are that not one solitary reader of this document can daim to have a
cod factor that is guaranteed to go up by 20% for each of the next 3 years (or 6
years). Only the irmigators in the Peel/Namoi are exposed to these exorbitant price
rises, with the reckless gpprova of IPART.

Try it on petral with a base figure of jugt 90 cents now -~ in 3 years time you'd pay
$1.56 (and in 6 years $2.69 a litre). How politicaly acoeptable would thet be in a



dimate where motorids scream if the price rises judt a few cents? But that's judt the
rate that the DLWC is jamming into the irmigators in the Peel/Namoi vdley, and we
do nat like it very much.

(And note that the base figure used is only 90 cents -a much lower base than the
cogt of water which is currently $11.03/M1 and the price rise will be $8.03/Ml in
three years).

10 THE BALLOT BOX (non) SOLUTION

Voters would normdly have the opportunity to vote againg the palices of the NSW
Government a date dections However, the NSW State Government scarcdy holds
any sedts in the irrigation aress of NSW, 0 they can continue to rape and pillage
the irrigators with no fear of voter backlash. The Independent members of Sate
Government have proven themsdves to be powerless to sop the Government's
actions, and therefore the Federd MP’s are modt likdy to incur the wrath of the
irrigators a the next dection.

11 NO BODY, OTHER THAN IPART, WOULD GRANT A 20% PRICE
RISE FOR 3YEARSWITH NO END IN SGHT
At a time when the CHl is around 5% (in the capitd dities), no authority (other then
IPART) would grant a 20% annud price rise for 3 successve years in advance. If
one of the mgor realers announced that ther prices would rise by 20% for each of
the next 3 years there would be such a public outcry that the ACCC would teke
action agand the directors, if the media didn't cruafy them fird. But the good old
DLWC can sHett any price rise percentage that it thinks it can get awvay with,
aware that good old IPART will give the percentage a big tick in its determination,
and aware that the irrigators have no palitical dout to sop the rort. This process
fuds the public perception that Governments could not care less about their
condituents, and that the “public consultation” process is a farce

12 DLWC HAS RELIED ON FLAWED INFORMATION

The DLWC hes rdied on informaion contained in a report into the effects on the

viability of irrigators as a result of the water price rises. The report was prepared by

some of the NSW Depatment of Agriculture's economids, and the report atempts

to prove tha increeses in water prices do not affect the viability of famersin the

Ped Vdley. (Section 6.2 page 34). The problems ae

@ The report is full of erors and it is currently being revised by the NSW
Depatment of Agriculture

(b)  The Regiond Director of the DLWC Barwon Region was aware from
sverd discussons & River Management Committee medtings and
Cudomer Sarvice Committee meetings that as soon as the report had been
issued it was known to be faulty, yet it was dill used by the DLWC in its
submisson to IPART




« In soite of the errors, and in ite of the fact that comments were sHectivey
quoted out of context by the DLWC, the report conduded: “ This (the price
rises) implies that in the longer term, farmers in the Pedl Valley will need to
............ gain other income beyond the operation of the farm.” If that
concluson does not show thet the water price rises will affect the famers
then what does it show? And why did the DLWC not indude this
conduding comment in thar submisson?

(((Economic Assessment of Water Charges in the Ped Vdley” - July 2000 - Section 5, page 25)

13 EFFECTIVE PRICE OF WATER

The rdigbility of supply of water in the Ped Vdley is anongd the word in the date
(yet we pay the highest water charges). In order to compensate for this low leve of
rdidbility, irrigators have had to acquire an entittement which is larger then they
redly need, 0 tha when an dlocation of 50% is announced by the DLWC the
irrigators can dill access sufficient water to be productive. However, now that the
DLWC has introduced a split charging system with a fixed component and a usage
component, irrigators are paying the fixed charge on their totd entittement. So in a
year when the DLWC announces a 50% alocation, the codt to the irrigator is 100%
of the entitlement charge, plus the 50% usage charge. Therefore, the effective cost
of the water is much higher than the DLWC's proposed charges, and while the
DLWC is wdl aware of the Stuaion and while they are quite hgppy to teke the
money from the irrigators, they refuse to acknowledge the impect of the efective
cod of weter in ther submissons to IPART.

J4 FRAUD TO HAVE A FIXED CHARGE AND NOT SUPPLY

The DLWC announces the year’s water dlocation a the beginning of the water
year, and when Cheffey Dam is 100% full, the irmigators get an 80% alocation.
However, the entittement charge is levied on 100% of entittement. In years when
the dam is less than 100% full, the alocation may be much less (as low as (%,
15%, and 25% in recent memary), and the entittement charge is ‘Hill levied on the
full 100% entitlement figure. In any other busness, if you charge for a commodity
that you know that you cannat supply, it is a fraudulent act. But not so in the
DLWC ~ they have charging methods that are outsde the normd law, (and outdde
the contral of the Audrdian Consumer and Competition Commisson, and outsde
the contral of the NSW and Commonwedth Ombudsman). So control rests with
IPART, who just continue to swalow the DLWC's gory and merrily gpprove the
unfar charging practices

15 SUGGESTIONS TO IPART

In the spirit of trying to be condructive, the following suggestions are made to
[PART, in the full expectation thet they will be ignored, as was the case with
comments that were mede in dl of the submissons in previous years as pat of the
locd water users group’'s submisson.




(@

(b)

(©)

(d)

ty

Limit the DLWC's price rises to the CPl figure. IPART cannot mordly or
economicaly judtify annud price rises of 20% when the capitd dty CH
figure is aound 5%, and the rurd CP figure would be even less

Hliminete the irrationd sydem of charging messvely different prices for
water in different valeys There can be no mord or economic judification
for the DLWC's projected prices in 2006/2007 where within the same dae
the Peel/Namoi valey will pay about 6 times the price for weter that the
Murrumbidgee pays

Put a razor gang through the DLWC's adminigration and operaing cods
IPART has never inggted that the DLWC should reduce its cogt Structure. [t
is mordly and economicdly indefensble for IPART to continue to gpprove
price rises to the DLWC's cugomers without ingsting thet the DLWC's
escalding cods are gutted.

Introduce a celling for water charges thet cannot be breached by the DLWC.
It is moraly and economicaly negligent for IPART to dlow the DLWC to
have an endless path of price incresses. IPART should impose a caling for
wae charges, a which the DLWC should stop gpplying for any further
incresses.

Sort out the postion with COAG. IPART should compd the DLWC to
report the full financial pogtion with COAG to its cusomers (the irrigation
indudtry). The amounts of the tranche payments thet have dready been
recaved, the tranche payments that are dill due, the conditions that gpply to
the recapt of the future payments, and the way that the money recaived so
far has been spent should dl be dedared in a public document. Otherwise
the Weter Reform Agenda will remain a mogt unpopular process with the
grass roots irrigators.

Water Management Adt. It is not yet dear what impacts the new Water
Management Act may have on cods or the rdiability of supply of weter, and
IPART should not agree to increasss of 20% each year whilgt this
uncatanty exiss ‘




