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bout Melbourne Water

Melbourne Wateris owned bythe Victorian Government. We manage
Melbourne’s water supply catchments, remove and treat most of
Melbourne’s sewage, and manage rivers and creeks and major drainage
systems throughout the Port Phillip and Westernport region.

Under the Victorian Government’s Our Water Our Future action plan,
ourboundarynowextendsfromhighupintheYarraRangesacross
toBallanin the west, and from the Mornington Peninsula and
Phillip Island north to Lancefield, covering an area of approximately
13,000 square kilometres.

We are a significant business, responsible for managing $8.4 billion

of natural and built assets. Our annual operating revenue of more than
$500 millionis earned fromwater supply, sewage treatmentand a
catchment rate levied for waterways, flood and drainage management.

This is used to fund our operations and infrastructure projects
includingwater,sewerageandflood protection,aswellas projectsto
improve and protect the health of Melbourne’s rivers and creeks.

We are committed to decision-making based on economic, social and
environmental considerations.

AnindependentBoardofDirectorsisresponsibleforthegovernance
of Melbourne Water. The responsible Minister is the Minister for Water.

Our people have diverse skills and expertise, and range from
environmental scientiststoengineersandresearchandtechnology
specialists, and we place a high priority on building strong partnerships
and relationships in the government, industry and community.
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Preface

A specially appointed Review Group of experienced people representing the development
industry, local government and Melbourne Water established a set of principles to guide the
preparation of developmentservices schemes (formerly known as greenfield drainage
schemes), which were adopted as Melbourne Water policy in September 2003.

A number of matters raised during the consultation with industry have been progressed
through a joint Working Group.

TheWorkingGrouphas been meetingregularly (@bouteverythree months)since April2004
to discuss and address various issues relating to development services schemes. In late 2005,
the Working Group agreed that it was appropriate to update the original principles and to also
incorporatethe principles relatingto Works Outside of Development Services Schemes and
Stormwater Quality Offsets into a combined Melbourne Water Principles for Provision of
Waterway and Drainage Services for Urban Growth document.

On 1January 2004, the Essential Services Commission (ESC) became responsible forthe
economic regulation of the Victorian water industry. This responsibility includes setting prices
and service standards for regulated services provided by the State’s water businesses.

TheESChasendorsedthedevelopmentservicesschemeapproachandthe mannerinwhich
developer charges are calculated whereby the cost of all capital expenditure expected over the
life oftheschemeisrecoveredfromdevelopersintheformofdevelopercontributionsunder
the Water Act 1989 (Vic) (the Water Act).

(Original) Review Group Members

The members of the Review Committee were:

Mark Bartley, Urban Development Institute of Australia
Chris Betts, Housing Industry Association

Bert Dennis, Urban Development Institute of Australia

Mike Ellis, Municipal Association of Victoria

Simon Holloway, Municipal Association of Victoria

John Maxwell, Association of Land Development Engineers
Fiona Nield, Housing Industry Association

Jim O’Donahue, Association of Land Development Engineers
Ross Young, (Chair) Melbourne Water

Working Group Members

Michael Brown, Melbourne Water

Chris Chesterfield, Melbourne Water

Y.C. Chia, (Chair) Melbourne Water

Graham Daff, Melbourne Water

Mike Ellis, Municipal Association of Victoria

Eleanor Jacobs, Municipal Association of Victoria

Simon Marchington, Melbourne Water

John Maxwell, Association of Land Development Engineers
Chris McNeill, Urban DevelopmentInstitute of Australia
Janine Nechwatal, Housing Industry Association

David Norman, Melbourne Water

Jim O’Donahue, Association of Land Development Engineers
Ken O’Neill, Melbourne Water

John Prentice, Association of Land Development Engineers
David Richardson, Municipal Association of Victoria



Introduction

Melbourne Water established a Review Group in March 2003 to review the basic principles
thatunderpinourapproachtothecreationofdevelopmentservices schemes (formerly
drainage schemes). The original document consisted of:

- Anendorsed set of 16 principles to guide the preparation and review of development
services schemes

- An outline of Melbourne Water and local government drainage responsibilities

- Asummary description of development services scheme and development corridor
charging models.

This new document consists of a set of revised principles endorsed by the Working Group and
industry stakeholder associationmembers.

Melbourne Water

Melbourne Water is responsible for regional drainage, flood plain and waterway management,
andforcontributingtothe protectionandimprovementofwaterwayhealthacross greater
Melbourne. These responsibilities are managed with a focus on sustainable social,
environmental and economicoutcomes.

In relation to regional drainage, flood plain and waterway management, Melbourne Water is a:

- Water Corporation and an Authority under the Water Act, with waterway management,
regional drainage and floodplain management functions under Divisions 2, 3 and 4 of Part 10
of the Water Act. These functions include:

- ensuring that adequate drainage and flood protection standards for development are
achieved; and

- ensuring that the bed and banks of waterways are protected and enhanced.

- Referral authority under the Planning and Environment Act 1987 with the ability to specify
conditions pertaining to the use or development of a property.

Development services schemes are prepared to plan the infrastructure required to ensure new
urban development meets appropriate standards for flood protection, water quality, waterway
health and amenity. Infrastructure requirements are costed and used to establish contributions
underthe Water Actthat will apply to developers to fund the provision of infrastructure.

Drainage infrastructure is planned to service catchments downstream of the top 0.4 hectare
in a greenfield development catchment.

Melbourne Water owns and maintains constructed assets downstream of the 60-hectare limit.
Theremaining assets are transferred to local councils following an agreed process.

Council

Councils are the responsible authorities for planning decisions made with reference to
planning schemes that control land use and development. Planning schemes contain State and
local planningpolicies,zonesand overlaysand other provisionsthataffecthowlandcanbe

used and developed.

Councils are also responsible for managing local drainage infrastructure in catchments of less
than 60 hectares, including ownership and maintenance of drainage assets.
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Development Services Schemes (DSS)

The planning and provision of new infrastructure to support greenfield development within
Melbourne Water’s operational boundary (waterway management district) is usually managed
using a development services scheme.

A development services scheme comprises a drainage strategy for an area together with

a pricing arrangement that allows Melbourne Water to require developers to contribute to
the cost of the construction of works by Melbourne Water in connection with a development.
Planning permitreferralsreceived fromcouncils underthe Subdivision and Planning and
Environment Acts are one trigger for this process.

The strategy consists of functional designs for Melbourne Water (regional) and local council
drainage assets, including works such as pipelines, overland flow paths, retarding basins,
waterways,wetlandsandgross pollutiontrapsandidentificationoflandtobesetasidefor
these purposes.

Thestrategyensuresthat planning forurban developmentis conducted onacatchment
basis and meets appropriate standards for flood protection and environmental performance,
including protection and enhancement of waterway and biodiversity values.

The infrastructure within the scheme is funded by financial contributions from developers or
landowners when development occurs, with all developable properties contributing on the
basis of land area and land zoning. Income from developer contributions is designed to equal
planned expenditureofdrainageinfrastructure overthe expected life ofadevelopment
services scheme (typically 25 years).

Currently,thereareinexcessof 80activedevelopmentservices schemes. Priorityis givento
preparing schemes in areas where new development activity is most concentrated. The aim is
toensureaschemeis prepared within three years of the start of a consistent pattern of
significant subdivisional activity.

Annualfinancialreviewsandengineeringreviews atleastonceeveryfiveyears,arerequired
to ensure that expenditure on drainage growth infrastructure is matched by contributions.



Principles for Creating Development
Services Schemes

Overview
Development charges serve two main purposes:

- Provide pricesignals regardingthe cost of provision of drainageinfrastructure for
development. Reasonable development charges should reflect the cost of servicing
developmentsincludingidentifiable upstreamand downstream effects, minimise cross
subsidies and signal the relative costs of providing drainage infrastructure for growth

- Provide an equitable means of sharing costs of drainage infrastructure required for
urban development.

The principles outlined in this document, together with Melbourne Water’s legislative powers
andprinciplesadopted bythe Council of Australian Governments (COAG)for Water Policy,
are designed to provide an integrated solution to drainage, waterway and stormwater quality
works including:

- Adoption of an integrated catchment approach to stormwater management

- User based pricing, full cost recovery and removal of cross subsidies that are not consistent
with efficient and effective services

- Environmental requirements based on the best available scientificinformation
- Protection of waterway health and biodiversity values.

The principles are designed to meet the tests of equity, transparencyand nexus, while
facilitating development in a way that leads to positive social, economic and environmental
outcomes.

Tests of the Principles

Inordertoassess whetheradevelopmentservices schemeaccordswiththe principles set
outinthis document, the scheme design would be reviewed and the following tests applied to
determine that:

- There is a reasonable basis for determination of the scheme boundary

- There is a nexus between contributions and the costs of the infrastructure required and that
common costs are apportioned in an equitable manner to achieve a reasonable development
contribution amount.

Design Standards for Development Services Schemes

A common set of hydraulic and environmental performance criteria are incorporated into the
design of development services schemes. They are:

- Allnew developments will be provided with 1-in-100 year flood protection consistent with
ResCode requirement

- The minor drainage system shall have a capacity to cater fora 1-in-5 year storm event

- Waterqualitytreatmentto ‘Best Practice’* (currently45%reductionintotal nitrogenand
phosphorous, 80% reduction in total suspended solids)

- Protection of the environmental, social (including heritage) and economic values of
waterways.

The above criteria form the basis of the development services scheme strategy prepared for
the catchment.

* As defined in Urban Stormwater: Best Practice Environmental Management Guidelines (Victorian Stormwater Committee 1999).
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The Principles

l. There shall be no formal limit on the size of the scheme area.

Theappropriateness of size will vary from scheme to scheme and is governed by nexus
between contributing properties and infrastructure provision. This is likely to be closely related
to the drainage characteristics of the land.

The minimum sizing of the scheme should achieve a direct relationship between land in the
schemeand proposeddrainageworks,andshouldhaveregardto practicalplanningand
administrative requirements.

2. The boundary of a scheme will be determined by the drainage
characteristics of theland.

Thebestboundaryforaschemeisthenaturaldrainagetopographyofthe sub-catchment
itself. This consists of ridgelines which direct run-off into separate catchments on either side
of the ridge and waterways that receive stormwater run-off.

Selecting the natural boundary may be rendered impractical by pre-existing modifications to
the topography of the land. These include:

- Railway lines
- Raisedroads
- Levee banks
- Other engineering works that redirect drainage flows.

The modifications described above form “constructed boundaries” that may be adopted as
alogical alternative to natural boundaries to determine the scheme boundary.

There are also other influences on boundary lines including urban development zones and
property titles straddling catchment boundaries.

3. Schemes will be planned to service all developable lots.

Development services schemes will be planned to service all developable lots within the
scheme. This usuallyinvolves planning infrastructure down to 0.4 hectare lots.

Theownershipand ongoing maintenanceofdrainageassetsincatchmentsoflessthan60
hectares within development services schemes will generally be transferred to local councils.

4, Schemes should propose infrastructure to service development that
is optimal in terms of cost and performance.

Development services schemes identify the infrastructure required to adequately service
land capable of being developed. The scheme consists of an infrastructure plan, which takes
into account environmental considerations and an estimate of the cost of works to control
the quality and quantity of stormwater run-off.

The design should propose works that are optimal in terms of cost and performance, while
protecting environmental and other waterway values.

Development services schemes may include mandatory water sensitive urban design
requirements applicable to all developments rather than provision of scheme financed
infrastructure.



5. Infrastructure benefits common to more than one scheme will have
the costapportioned.

The cost of infrastructure contained within and specific to a single scheme is costed entirely
to that scheme.

The cost of infrastructure servicing multiple schemes will need to be transparently
apportioned based on capacity share. This infrastructure may be sited in different locations
butwillbeapportionedaccordingtothebenefits derived bythe schemes.Forexample,
a retarding basin may be located:

- Downstream of the scheme it services

- Withinoneoftheschemesforreasonsofcosteffectiveness,buthavingtheeffectof
enabling more than one scheme to develop.

6. All landowners will receive an equivalent level of service.

Schemeinfrastructurewillbedesignedtoservicealldevelopablelotswithinthescheme
down to 0.4 hectare lots and provide a single drainage outlet to each lot regardless of size.

Owners of large lots will receive an equivalent level of service provided to smaller lots with
appropriate drainage works based on engineering judgement.

Appropriate works may include:
- Additional drainage lines
- Upsizing of the stormwater system to enable additional connection points

- Additional infrastructure to low points to facilitate further connection points.

7. Infrastructure designed to accommodate run-off from non-developable
land within the scheme boundary will be funded by development
contributions.

Works may be required to protect new developments against runoff from non-developable land.
Non-developable land includes:

- Existing reserves and conservation areas

- Flood plains

- Existing roads (including sealed, gravel and paper roads)

- Other land types not zoned for development.

Protection works will generally be funded by the development services scheme. Should the
non-developable land subsequently be developed, new infrastructure and scheme charges

may apply.

If plans for future roads are presented early enough the required drainage design and related
run-off will be accommodated by the development services scheme. Otherwise the
organisation creating the new road will be required to pay the relevant contributions and for
additional drainage works above the scheme proposal.

If an existing road is widened after the development services scheme has been implemented,
wheretheroadwideningwas notcommunicatedtoMelbourneWaterpriortoimplementing
the scheme, the responsible road authority is accountable for the drainage works through the
road widening butis not required to contribute for the area of the road widening.
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Paperroadsarepublicroadreservationsthatarenotconstructedatthetimeofthescheme
preparation. Paper roads are exempt from contributing to the development services scheme
eveniftheyare developed as constructed roads. If paper road areas are purchased for
development purposes then the area will be subject to paying contributions to the scheme.

Contributions are always required from the developer for all subdivisional roads.

No contributions are required for existing roads.

8. Scheme infrastructure to service existing developed land within the
scheme boundarywill be funded by Melbourne Water or Council.

MelbourneWaterorinsomecasesthelocal council (viaprivatescheme)will meetthecosts
of servicing existing development within a development services scheme. These areas have
eitheralreadypaid contributions,orare deemed to have contributed todrainageworks
under arrangements that preceded the establishment of the development services scheme.
Thisis basedontheassumptionthatthe density of developmentis notchanging.Ifthe
density is changing then a contribution may apply.

9. Infrastructure to service existing and future development external to
the scheme will not be funded by development contributions from within
the scheme.

Where upstream flows within the natural catchment, but outside the scheme boundary,
have been modified by existing urban development (eg. rural townships) or will be modified by
expected future urban development, upsizing works within the development services scheme
tocaterforthemodified flowswillnotbefundedbydevelopercontributionstothatscheme.

Melbourne Water will participate in the scheme and contribute to the funding of the
drainage infrastructure. This contribution will be recovered when the land outside the scheme
is ultimately developed.

10. Environmental works downstream of development services schemes
will be funded by schemes where upstream development is the cause of
the problem.

Costs of works downstream of development services schemes thatare attributableto
altered flows and waterway pollution from development within the upstream development
services scheme will be included in the scheme.

The costofsuchdownstreamworks will beincorporatedintoindividual contributing
development services schemes based on analysis of relative share of the problem caused
by each scheme.

11. Melbourne Water or local councils will meet the cost of improved
service standards for existing developmentwithina scheme.

Melbourne Waterorthe local council (via private scheme) will meet the additional costs
incurredinthe schemetoincrease the standard of flood protection, water quality orto
enhance waterway values for existing development to an acceptable level in their respective
drainage areas.

Works to improve existing standards may be undertaken concurrently with growth works
with costs shared between Melbourne Water (rates funded) and developments (growth).
The same arrangement would apply to councils.



12. Contribution rates will be structured to balance income and
expenditureoverthelife ofadevelopmentservices scheme.

Infrastructure within the scheme is funded from contributions received from landowners
within the scheme area when they develop properties.

The contribution amount is based on the area of the development and the rate, quantity
and quality of stormwater run-off.

Financial modelling will be undertaken upon the establishment of each new scheme to
calculate the contribution rate that balances income and expenditure over the life of the
scheme after adjustment for the time value of money.

Adjusting for the time value of money involves calculating the costs of the scheme in today’s
dollars and discounting at an appropriate rate. A contribution rate per hectare is determined
which effectively brings the Net Present Value ofthe combinedincomeand expenditure
stream to a zero balance.

13. Arobust consultation process will govern the creation of
development services schemes.

Toensure interested parties are kept informed and have an opportunity to contribute to
the creation of development services schemes Melbourne Water will:

- Inform all interested parties of the proposed scheme area at the commencement of the
scheme design

- Exhibit and forward draft scheme proposals to interested parties for comment
- Communicate with respondents and amend scheme details where appropriate

- Submit final draft to interested parties and provide an opportunity for objections which will
be considered by Melbourne Water

- Adviseinterested parties ofthe adoption ofthe scheme. Interested partiesinclude
landowners within a scheme or potentially affected by a scheme, development industry,
and community interest groups (e.g. Friends Group).

Should there be a difference of opinion on the planned scheme, the following dispute
resolution process willapply:

- An attempt to reach agreement between the parties by negotiation

- If unsuccessful, present objection to Melbourne Water’s Waterways Group General Manager
for consideration

- If the outcome is not acceptable to the objector, the proposed scheme would be referred
toanindependentreview panel. The panel may consist ofalawyer,town plannerand
civil engineer

- Duringthe dispute resolution process Melbourne Water will continue to accept development
contributions and facilitate ongoing development activity.

A developer who is required by Melbourne Water to make a contribution to a development
servicesschemeundertherelevant provisions ofthe WaterActmayobjecttoMelbourne
Water in accordance with the procedure set outin section 271 of the Water Act.
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14, Development services schemes will be adjusted forinnovation works
that benefit thescheme.

Development services scheme charges will be reduced if developers provide innovative
solutions that benefit the scheme and result in significant savings to scheme finances.

Melbourne Water will reward for innovations that financially benefit the scheme. The level of
reward will be based on the particular circumstances relating to each innovation. The reward
orreductioninscheme contributionwill be based onthe savingtothe scheme; the overall
financial benefit of the innovation, and other benefits derived by the developer.

Melbourne Water will reduce scheme water quality contributions according to the percentage
of best practice (for Total Nitrogen) that is achieved within the development.

15. Development services schemes will have annual financial reviews
and engineering reviews at least once every five years.

Development services schemes require financial, engineering and environmental reviews
onaregularbasistoensure costsareneitherovernorunderrecoveredand up-to-date
requirements are included in the technical provision.

- Financial reviews will occur on a yearly basis

- Engineering reviews (hydraulic and water quality) will occur progressively as the
circumstances of the scheme alter with a maximum five-year interval between reviews.

Two months notice will apply for rate increases. Decreases or no alterations to existing rates
will apply immediately. The results of reviews will be communicated via Melbourne Water’s
Land Development Manual website and via email to developers’ consultants. For engineering
reviews,consultation processesas perPrinciple 13 willoperate foraffectedlandowners.
All parties in receipt of a current offer will be contacted.

16. Development services schemes willinclude land acquisition costs
based on the undeveloped broad acre value.
Determining applicable contribution rates for new schemes involves estimating the cost

of land to be purchased for scheme purposes and incorporating these estimates into the
pricing model.

Fora consistent and predictable approach to the valuation of land for scheme pricing
purposes, Melbourne Waterwill:

- Include acquisition costs in development services schemes where the land is otherwise
deemed to bedevelopable

- Value the land based on the undeveloped broad acre land value, recognising the underlying
zoningandanyinfrastructureworks completed atthedate ofinspection byalandvaluer.

When the time comes to purchase the land, the compensation paid to the landowner is
determined using State Government issued valuation guidelines.



Table 1: Summarising the Principles

m

- The minimum sizing of the scheme should achieve a direct

1. There shall be no formal limit on
the size of the scheme area.

2.Theboundaryofaschemewiill
be determined by the drainage
characteristics of the land.

3. Schemes will be planned to
service all developable lots.

4. Schemes should propose
infrastructure to service
developmentthatisoptimalin
terms of cost and performance.

5. Infrastructure benefits common
to more than one scheme will
have the cost apportioned.

6. All landowners will receive
an equivalent level of service.

7. Infrastructure designed to
accommodate run-off from
non-developable land within the
scheme boundary will be funded
by developmentcontributions.

8. Scheme infrastructure to service
existing developed land within
the scheme will not be funded
by development contributions.

9. Infrastructure to service existing
and future development
external to the scheme will not
be funded by development
contributions from within the
scheme.

relationship between land in the scheme and proposed drainage
works and should have regard to practical planning and
administrative requirements.

- The best boundary for a scheme is the natural drainage topography

of the sub-catchmentitself.

- Selecting the natural boundary may be rendered impractical by

pre-existing modifications tothe topography of the land.

- The modifications described above form “constructed boundaries”

thatmaybeadoptedasalogicalalternativetonaturalboundaries
to determine the scheme boundary.

- There are other minor influences on boundary lines (eg. property

titles straddling catchment boundaries).

- Melbourne Water will plan development services schemes to service

all developable lots within the scheme. This involves planning
infrastructure down to 0.4 hectare lots.

- Thedesignshould proposeworksthatare optimalinterms of

costand performance, while protecting environmental and other
waterway values.

- The cost of infrastructure servicing multiple schemes will be

apportionedbasedon capacityshare.Thisinfrastructure maybe
sited in different locations but will be apportioned according to the
benefits derived by the catchments.

- Owners of large lots will receive an equivalent level of service

provided to smaller lots with appropriate drainage works based on
engineering judgement.

Non-developable land includes:

- Existing reserves and conservation areas

- Flood plains

- Existing roads

- Other land types not zoned for development.

Melbourne Water or the council will meet costs due to existing
development.

- Where upstream flowswithinthe natural catchmentbutoutsidethe

scheme boundary have been modified by existing urban development
(eg.ruraltownships) orwill be modified by expected future urban
development, upsizingworks within the development services scheme
to cater for the modified flows will not be funded by developer
contributions to thatscheme.
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m

10. Environmental works
downstream of development
services schemes will be
funded by schemes where
upstream development is the
cause of the problem.

11. Melbourne Water or local
councils will meet the cost of
improved flood protection for
existing development.

12. Contribution rates will be
structured to balance income
and expenditure over the life
of a development services
scheme.

13. A robust consultation process
will govern the creation of

development services schemes.

14.Developmentservicesschemes
will be adjusted for innovation
works that benefit the scheme.

15. Development services schemes
will have annual financial
reviews and engineering
reviews at least once every
five years.

16.Developmentservices schemes
will include land acquisition
costs based on the
undeveloped broad acre value.

- Costs of works downstream of development services schemes that

are attributable to altered flows and waterway pollution from
developmentwithin the upstream development services scheme will
be included in the development services scheme.

Melbourne Water or the local councils will meet the additional
costs incurred in the scheme to increase the standard of drainage
protection, water quality and waterway values to existing
development to an acceptable level.

Financialmodellingwill be undertaken upontheestablishment of
each new development services scheme to calculate the contribution
rate that balances income and expenditure over the life of the
scheme after adjustment for the time value of money.

Melbourne Water will consult with industry, landowners and other
interested parties prior to finalising and establishing new
developmentservices schemes, including possible mediation and
independent review.

Melbourne Water will reward innovation by developers that financially
benefit the scheme.

- The reward or reduction in scheme contribution will be based on the

saving to the scheme; the overall financial benefit of the innovation,
and benefit derived by the developer.

- Schemes will have annual financial reviews to ensure the contribution

rate reflects actual and forecast income and expenditure cash flows.

- Schemes will have engineering and environmental reviews at least

onceeveryfiveyearstoensurecurrentstandards are being met.

- Two months notice will apply for rate increases. Decreases or

no alterations to existing rates will apply immediately.

For a consistent and predictable approach to land valuation for
scheme pricing purposes Melbourne Water will:

- Include acquisition costs in schemes where the land is otherwise
deemed to bedevelopable

- Value the land based on the undeveloped broad acre land value,
recognisingtheunderlyingzoningandinfrastructureworks
completed at the date of inspection by a land valuer.



rinciples for Funding of Drainage Works
Jutside of Development Services Schemes

Introduction

Inthe past,thecostofprovidinginfrastructuretoservicegrowth outside ofdevelopment
services schemes was funded from ‘Corridor’ contributions. Development corridor
contributionswerebased onlarger planningareas (not necessarilybased onadrainage
catchment)and had beeninplacesince 1993.Development corridorcontributionsonly
considered Melbourne Water assets, with the developer providing local drainage and water
qualityimprovementworks. Development corridor contributions have now been phased out
in favour of development services schemes.

With the discontinuation of Melbourne Water Corridor Area and associated charges,
Melbourne Water no longer will be collecting contributions to fund the construction of
Melbourne Water infrastructure in development areas outside of schemes.

Asdiscussedaboveinrelationto Development Services Schemes,the WaterAct entitles
MelbourneWatertorequireanownerofproperty in its waterway management district
to contribute to the cost of the construction of drainage works.

Adeveloperorlandownerwhoisrequired by Melbourne Waterto makeacontributiontothe
costofthe construction of drainageworks underthe relevant provisions of the Water Act
may object to Melbourne Water in accordance with the procedure set out in section 271 of the
Water Act.

Therefore principles are required for the funding of works outside schemes, consistent with
the principles developed for Development Services Schemes. Each development however
will be assessed on a case-by-case basis.

The Principles

1. The Developer will be required to contribute to water quality treatment
works as a part of the development.

Developerswillberequiredtofundand constructonsitewaterqualitytreatmentto meet
Best Practice Objectives for the removal of litter, total suspended solids, total nitrogen and
total phosphorus.

2. The Developer will be required to fund the infrastructure necessary
to cater for upstream rural flows.

Existing conditions ofasite will needtobe consideredinthedevelopment ofanyproperty.
Existing conditions may include drainage lines conveying upstream rural flow. It is considered
reasonable that a developer should fund works to cater for existing conditions on their property.

3. MelbourneWaterwill fundthe upsizing ofinfrastructure to caterfor
upstream-developed flows from catchment areas larger than 60 hectares.

Inthe casewhere adevelopment has occurred upstream of a developing property and the
dischargethroughthedeveloping propertyisincreased,itis reasonablethatthe developer
should not pay for upsizing of infrastructure on their developing property if the catchment area
is larger than 60 hectares. Melbourne Waterwill fund the ‘upsizing’ of such infrastructure
required to cater for upstream urban flows and the developer will be required to fund an amount
equivalent to what would be required to constructinfrastructure to cater for rural flows.

Upsizing of infrastructure on the developing property to cater for the property’s internal
subdivisional developed flows will be funded by the developer.
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4, TheDeveloperwillberequiredtofundworkstoretardflowsintheir
own property if necessaryto protect downstream development.

InadditiontoPrinciple2,workstoensurethatadevelopmentdoes notcreateafloodrisk for
downstream propertieswillbefundedbythedeveloperandlocated ontheirown property.

5. Melbourne Water will fund flood mitigation works associated with
existing development.
Consistent with Principle 3, Melbourne Water will meet the costs associated with improved

flood mitigationworks or upsizing of mitigation works due to upstream-developed flows in
order to provide protection to existing downstream properties.

6. Melbourne Water will fund basic works for stabilisation, revegetation
and protection works to Melbourne Water waterways and creeks caused
by upstream development.

Costs associated with basic works such as bank stabilisation, weed eradication and
revegetation to a Melbourne Water waterway or open drain due to altered flows resulting from

existingupstreamdevelopmentwill be funded by Melbourne Water. Timing of works will
generally be negotiated between the Developer and Melbourne Water.

7. The Developer will fund additional enhancement of waterways and
creeks above basicworks.

Any works undertaken by the developer to provide additional aesthetic value to the
waterwayorahigherlevel of waterwayrecreationalvaluetothedevelopmentwill befunded
by the developer.

8. Waterway Plans will be prepared by Melbourne Water.

Where a Waterway Plan has been prepared, identified works may be co-funded by Melbourne
Water and the developer.

Restoration to degraded waterways on a developing property due to rural practices or
existing land uses on the site must be funded by the developer.

9. New roads or crossing of waterways and drains will be funded by
the developer or road authority.

Any new road culverts or bridge crossings of existing waterways will be funded by the
developer or roadauthority.



Table 3: Summarising the Principles

m

1. The Developer will be required
to contribute to water quality
treatment works as a part of the
development.

2.TheDeveloperwillberequired
to fund the infrastructure
necessarytocaterforupstream
rural flows.

3. Melbourne Water will fund the
upsizing of infrastructure to
cater for upstream-developed
flows from catchment areas
larger than 60 hectares.

4.The Developer will be required
tofundworkstoretardflowsin
theirown propertyifnecessary
to protect downstream
development.

5. Melbourne Water will fund flood
mitigation works associated with
existing development.

6. Melbourne Water will fund
basic works for stabilisation,
revegetation and protection
works to Melbourne Water
waterways and creeks caused
by upstream development.

7. The Developer will fund
additional enhancement of
waterways and creeks above
basic works.

8. Waterway Plans will be
prepared by Melbourne Water.

9. New roads or crossing of
waterways and drains will be
funded by the developer or
road authority.

Developerswill be required to fund and construct on site water
quality treatment to meet Best Practice Objectives for the removal
of litter, total suspended solids, nitrogen and phosphorus.

- The developer is required to fund works to cater for existing

upstreamrural conditions ontheir propertyasapart ofthe
development.

- Melbourne Water will fund the upsizing of infrastructure required to

caterforupstreamurbanflowsandthedeveloperwill be required
to fund an amount equivalent to what would be required to construct
infrastructure to cater for rural flows.

- Upsizingofinfrastructureonthe developing propertyto caterfor

the property’s internal subdivisional developed flows will be funded
by the developer.

- Workstoensurethatadevelopmentdoesnotcreateafloodriskfor

downstream properties will be funded by the developer and located
on their own property.

Melbourne Water will meet the costs associated withimproved
flood mitigation works or upsizing of mitigation works due to
upstream-developed flows in order to provide protection to existing
downstream properties.

- Costs associated with basicworks such as bank stabilisation,

weed eradication and revegetation to a Melbourne Water waterway
oropen drain due to altered flows resulting from existing upstream
development will be funded by Melbourne Water.

- Anyworks undertaken by the developer to provide additional

aestheticvaluetothe waterwayorahigherlevel of waterway
recreationalvaluetothe developmentwill be funded bythe
developer.

- WhereaWaterwayPlanhas been prepared,identifiedworks maybe

co-funded by Melbourne Water and the developer.

Restoration to degraded waterways on a developing property due
torural practices orexistinglandusesonthesitewillbefunded by
the developer.

- Any new road culverts or bridge crossings of existing waterways

will be funded by the developer or road authority.
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r Provision of Waterway and Drainage Services for Urban Growth

iples for Stormwater
ty Offsets

Introduction

Inrecentyearsthedevelopmentindustryhasembracedamoresustainableapproachtourban
stormwater management. These efforts are being increasingly recognised for the important part
they play in protecting our waterways, bays and enhancing urban amenity.

Under the Water Act, Melbourne Water’s drainage functions include developing and implementing
plans orschemes, and taking any action necessary, toimprove stormwater quality of waterin
drainage systems.

Melbourne Water has recently introduced a Stormwater Quality Offsets Strategy to mitigate
pollutionimpacts of urban development. The program has two major aims: (1) to uniformly apply
stormwater quality standards for all development and, (2) to integrate various regional, precinct
and lot scale initiatives currently underway.

Currentbest practice for stormwater managementencourages anintegrated anddistributed
approachtostormwaterqualitytreatmentthroughwatersensitiveurbandesign (WSUD).WSUD
treats stormwater at its source, is practical and achievable on large and small-scale developments.
WSUD is about integration of water cycle managementinto urban planning and design.

The offsets program will require developers to contribute toa combined offset fund if best
practice objectives forwaterquality are not metwithinthe development. Melbourne Waterwill
usethefunds generated by offsetstoconstructwaterqualitytreatment measures elsewherein
the Port Phillip and Western Port catchments. A developer or landowner who is required by
MelbourneWatertomakeacontributiontothe offsets programundertherelevantprovisions of
the Water ActmayobjecttoMelbourneWaterinaccordancewiththe proceduresetoutinsection
271 of the Water Act.

Several factors have shaped the style of the offsets program. Firstly, the Government’s State
EnvironmentProtection Policy (SEPP)and Environmental ManagementPlan (EMP) for Port Phillip
Bay provideastrongbasis fortheuse of nitrogen as acurrency.Secondly, reductionin nitrogen
loads has been found to be the critical factor in the sizing and costing of its treatment
infrastructure and hence objectives for phosphorous and suspended sediment will also be met.
Inadditionto government-endorsed objectives, tools for modelling loads and treatment measures
arenowwidelyaccessible. Finally, MelbourneWaterhas beenableto determinean offset price
fortreating nitrogenbasedonanassessmentofpastandplannedregionalwaterqualityworks.

The Principles

1. All urban developments shall achieve best practice water quality
objectives.

In 1999, the Victorian Government introduced objectives for stormwater management to protect
theenvironmentfromtheimpacts ofurban development.These objectives are containedin
“Urban StormWater: Best Practice Environmental Management Guidelines” prepared by the
Victorian Stormwater Committee (1999) and state that:

80%of the suspended solid annual load, 45% of total phosphorus and 45%of the total nitrogen
annual load are to be retained to achieve stormwater management objectives.

These guidelines are a referenced document in the State Planning Policy Framework and
form part of the attainment program for State Environment Protection Policies including Waters
of Victoria.



2. Objectives can be achieved through on-site works, a contribution
to off-site works or a combination.

Under the strategy, developers can achieve water quality objectives by either implementing
WSUD treatment measures on-siteor by payinga contributiontobalancethe shortfallin
on-site nitrogenremoval. Contributions will be spent on providing stormwater quality
treatment elsewhere in the catchment.

The Sustainable Neighbourhoods (Clause 56) provision requires all new residential
subdivisions to meet water quality objectives within the subdivision. Offsets may be allowable
forsites lessthan 1 hectare and where water quality is provided forin the development
services scheme.

3. Nitrogen will be used as the common unit of measure for achievement
of stormwater qualityobjectives.
The contributions and effectiveness (performance) of works towards attaining best practice

objectives will be assessed using nitrogen as the common unit of measurement. Nitrogen has
been chosen as the unit of measurement for two principal reasons:

- Nitrogenwas identified as thecritical pollutant for Port Phillip Bay (CSIRO study, 1996) and
the Government’s SEPP and EMP have consequently established a nitrogen reduction target.
Nitrogen provides a link (nexus) for all works within the Port Phillip catchment, where
nitrogen reduction works will be benefiting the downstream receiving water body.

- Nitrogen has been found to be the critical factor in sizing the dimensions and capital cost of
waterqualitytreatmentinfrastructure.ltisassumedthateffectiveremoval of nitrogenwill
imply an effective removal of all other typical stormwater pollutants (CRC for Catchment
Hydrology 2002).

4, Outside development services schemes offsets will be based on the
costofregionalwaterqualityworks designedtoachieve equivalent
stormwater pollutant loadreductions.

In 2004, all Melbourne Water constructed and planned regional wetlands were reviewed
inorderto establish a scientifically sound offset rate for the removal of nitrogen.

The offset rate will be reviewed periodically.

5. Outside of development services schemes offsets will vary according
to landuse and climatic conditions across the catchment.

Pollutantloads fromurbanlandusesacrossthePortPhillipand WesternPortBaycatchments
varylargelyaccordingtotheamountofstormwaterrunoff.Standardresidential rates ($/ha)
have been developed foreach ofthe38local government areas as they reflect the climatic
variability across theregion.
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6. The water quality contribution in development services schemes will
be based on scheme specific costs to achieve water quality objectives.

Sincetheintroduction of best practice water quality objectives for stormwater,Melbourne
Water has required stormwater quality treatment measures within “greenfield” developments
through the development services scheme development process.

Aschemespecificwater quality offsetrateis determined for each development services
scheme based on the combined cost of the works and the reduction in nitrogen load that the
scheme achieves.

Whereschemespecificwaterqualityworks donot meetbestpractice (inaccordancewiththe
BestPracticeEnvironmentalManagementGuidelines),developerswillberequiredtoeither
undertakeworks on-sitetoachieve bestpractice,orpayanadditional offsettowaterquality
worksinthebroader catchment. This ‘top up’water quality rateis based onthe number of
kilograms the scheme is short of meeting best practice for total nitrogen. The ‘top up’ rate will
be reviewed in conjunction with annual scheme financial reviews.

7. Proposed development services scheme infrastructure will be reviewed
inresponse to developers meeting objectives on-site.

Where a significant proportion of the upstream developing catchment meets best practice
on-site,thedownstreamwaterqualityworks proposedfortheschememaynolongerbe
required to achieve environmental performance for the scheme.

An analysis of the cost effectiveness of the proposed scheme works and an analysis of the
resulting performance of the scheme will aid in deciding whether to construct the scheme
works or not.

Regardless of whetherwater quality works have been built within aspecificscheme, rate
reductions will be offered for at-source treatment, even if this results in an over performance
of the scheme. In these cases, offset contributions collected from developments outside of
development services schemes will be used to fund scheme works.




Table 4: Summarising the Principles

m

1. - 80%ofthesuspended solidannualload, 45%oftotal phosphorus

2.

3.

Allurban developments shall
achieve best practicewater
quality objectives.

Objectives can be achieved
through on-site works, a
contribution to off-site works
or a combination.

Nitrogenwill beusedasthe
common unit of measure for
achievement of stormwater
quality objectives.

4. Outside development services

(9]

schemes offsets will be based on
the cost of regional water
quality works designed to
achieve equivalent stormwater
pollutant load reductions.

. Outside of development

services schemes offsets will
vary according to landuse and
climatic conditions across the
catchment.

6. The water quality contribution

7.

in development services
schemes will be based on
scheme specific costs to
achieve water quality objectives.

Proposed development services
scheme infrastructure will be
reviewed in response to
developers meeting objectives
on-site.

and 45% of the total nitrogen annual load are to be retained to
achieve stormwater management objectives.

Developers can achieve water quality objectives by either
implementing WSUD treatment measures on-site or by paying a
contribution to balance the shortfall in on-site nitrogen removal.

- Contributions will be spent on providing stormwater quality

treatment elsewhere in the catchment.

- The contributions and effectiveness (performance) of works towards

attaining best practice objectives will be assessed using nitrogen as
the common unit of measurement.

- Theoffsetrateis based onMelbourneWaterconstructedand

planned regional wetlands.

- The offset rate will be reviewed periodically.

- Standardresidential rates ($/ha) have been developed for each of

the 38localgovernmentareasastheyreflectthe climaticvariability
across the region.

- Ascheme specificwater quality offsetrateis determined foreach

developmentservices schemebasedonthe combined costofthe
works and the reduction in nitrogen load that the scheme achieves.

- Whereschemesdonotmeetbestpractice,developerswill be

required to either undertake works on-site, or pay an additional
offset to meet best practice.

- The ‘top up’ rate will be reviewed in conjunction with annual scheme

financial reviews.

- Regardless of whether water quality works have been built within

aspecificscheme, rate reductions will be offered for at-source
treatment, even if this results in an over performance of the scheme.
Inthese cases, offset contributions collected from developments
outside of development services schemes will be used to fund
scheme works.
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