
At the same time, TasWater does not currently have a specific 
funding stream to support growth across our water and 
sewerage systems. With a price cap in place until the 2024 
financial year, this could result in a lack of funds to invest in 
the infrastructure required to meet and promote Tasmania’s 
projected growth.

How we are assessing the approaches
To ensure our assessment of current and alternative 
approaches to developer charges is balanced, we engaged 
Marsden Jacob Associates (Marsden Jacob) to develop an 
options  paper. You can download the full paper from  
yoursay.taswater.com.au/psp4 or by emailing  
psp@taswater.com.au). 

The options paper assesses different approaches used 
around Australia against a set of criteria, including the 
requirements of the Water and Sewerage Industry Act 2008 
(Industry Act 2008), and the principle objectives of Water and 
Sewerage Corporation Act 2012. The criteria are: 

1. The availability of infrastructure to provide reliable
and secure services

2. Recovery of efficient costs

3. Efficient pricing (including location and timing signals)

4. Minimising cross-subsidies

5. Addressing equity

6. Ensuring understanding in implementation

7. Administrative simplicity.

The criteria also broadly align with well-established pricing 
principles that call for prices to be cost reflective, forward 
looking, generators of adequate revenue, supportive 
of sustainable investment, efficient from a regulatory 
perspective, and mindful of matters of public interest.

In addition to all those elements, we also need to consider 
the mandatory regulatory and revenue frameworks of our 
next pricing period (PSP4, 2021-25), while also balancing 
the concerns of our stakeholders, and Tasmania’s projected 
growth.

This fact sheet outlines the following options for your 
consideration and comment:

1. Our current approach

2. Shared external costs incorporated into customers’
recurrent charges

3. An enhanced status quo with a set fee for most works
external expansion and a negotiating framework for
larger, more complex works.

TasWater is reviewing its current approach 
to developer charging as part of our fourth 
Price and Service Plan (PSP4, 2021-2025). 
We’re completing this work because many of 
our stakeholders told us it was important and 
would help ensure we can support Tasmania’s 
current and projected growth by investing in the 
right water and sewerage infrastructure at the 
right time. This fact sheet outlines our current 
approach to developer charges and offers two 
alternatives for consideration.  

Developer charges includes the application of upfront 
fees for the construction of new infrastructure to connect 
new developments to our water and sewerage networks. 
Developer charges are applied by TasWater and other 
utilities right across Australia to: 

• Provide water utilities and developers with a means
to respond to the demand for land not met as part of
planned developments

• Provide water utilities with the funds necessary to
support such development

• Give a signal as to the cost differences in providing
services to different locations, promoting
development of those areas with the lowest cost

• Enhance the potential for competition to provide
water and sewerage services to new developments.

What is the problem? 
Water and sewerage system capacity has been used up in 
some of our higher growth service areas across Tasmania. 
As a result, some developers have been required to pay 
the full cost of the small capacity upgrades. In the past this 
has often included sewage pump stations or extra capacity 
for emergency wet weather sewage storage. TasWater has 
absorbed the cost of larger capacity upgrades. 
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Alternative approach ‘Shared external costs’
This approach involves incorporating all planned 
headworks and unplanned extension costs in 
recurrent charges. This differs from our current 
approach (where the costs of some unplanned 
expansion costs are funded by the developer), as 
this approach would see all expansion costs borne 
by TasWater and passed onto our customers. 

The main advantages of this approach include: 

• Full cost recovery for TasWater (criterion 2), with
all headworks costs incorporated in recurrent
charges (in the current or future regulatory
period)

• Perception of fairness (criterion 5), with this
approach consistent with the majority of the
PSP3 telephone survey respondents who
supported cost sharing across the entire
customer base to support growth

• Clear and simple administration (criteria 6
and 7). Given that state-wide pricing will
be maintained for recurrent charges, this
approach removes the need to allocate costs to
developments, making it simple, transparent
and easy to understand.

The main disadvantages of this approach are:

• Today’s customers are paying for infrastructure
that supports tomorrow’s customers – potential
inequity between generations

• No funding source to support growth-related
infrastructure, with limited funds available
under the 3.5 per cent price cap in line with
TasWater’s Shareholders Letter of Expectations

• Limited capacity to support out-of-sequence
developments

• Weak locational signals (criterion 3), as new
development extension and out-of-sequence
costs would be incorporated in state-wide
postage-stamp recurrent charges

• Fails to allocate the risks associated with
estimates of demand to relevant parties

• May conflict with the Pricing Principles under
the Industry Act 2008 and may not be accepted
by the Tasmanian Economic Regulator (TER).

Current approach to developer charges
Our current developer charges approach includes 
the costs of reticulation, connection and some 
small capacity upgrades (expansion). The current 
approach:

• Excludes the costs of spare existing capacity 
required by new developments

• Does not cater for larger expansion works
(which can result in costs that are unforeseen 
for developers)

• Excludes headworks – like major dams, 
treatment plants, main sewers and distribution 
assets like supply mains.

For our current pricing period (PSP3, 2018 to 2021), 
we apply our developer charges to existing and 
new developments approved by a relevant planning 
authority, and where we decide to provide water 
and/or sewerage services to a development.  Our 
current approach is summarised in the following 
table:  

For comprehensive information on our current 
developer charges approach, visit  
taswater.com.au/Development/Developer-Charges.
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Sufficient 
capacity

Insufficient 
capacity

Works internal (for 
example, reticulation 
pipework in a 
subdivision)

Developer 
pays all costs

Developer 
pays all costs

Works external 
– extension –
(pipework to connect
the development to
our network)

Developer 
pays costs 
of extension 
required 
for the 
development

Developer 
pays costs 
of extension 
required 
for the 
development

Works external – 
expansion – (for 
example sewage 
pump stations or 
emergency wet 
weather storage)

Not 
applicable

Developer 
pays cost of 
expansion 
required 
for the 
development

http://taswater.com.au/Development/Developer-Charges


The main advantages of this approach of the 
enhanced status quo are that:

• It builds upon TasWater’s existing approach,
which is well-established and consistent with
the Tasmanian Economic Regulator’s (TER)
approvals

• It has potential to increase cost recovery
(criterion 2)

• It would provide increased funds to support
growth

• There are better signals for the location and
timing of infrastructure to achieve efficient
outcomes (criterion 3)

• It closely aligns with the views of the Water
Services Association of Australia (WSAA), that
developers need to pay their share to support
the costs of servicing new development, and
without developer charges the cost for new
customers is borne by existing customers.

The key disadvantage of this approach is that it 
would require greater administrative effort for 
TasWater to implement. Key considerations  include:

• Determining a standardised charge

• Ensuring the principles-based charge conforms
with TasWater’s legislative responsibilities

• Providing clearer definitions, such as what is
meant by ‘headworks’

• Transitioning to the changed approach

• Transparency around how the funds are
allocated.

Alternative approach  ‘Enhanced status quo’
This alternative builds on TasWater’s current 
approach to developer charges, incorporating 
preferred elements from a number of the 
approaches assessed in the options paper. 

It is proposed this approach would include:

• A standardised charge for most unplanned 
developments. This could also be applied to 
planned developments to raise additional 
revenue to contribute towards planned and 
unplanned growth

• A principles-based charge that TasWater could 
invoke where significant commercial risks and 
locational/timing issues arise. This would 
allow for:

◊  Out-of-sequence costs where a 
development requires the acceleration
of capital works relative to the timing in 
TasWater’s capital planning

◊ Equal allocation of costs between today’s 
and tomorrow’s developers for unplanned 
incremental  new development costs, 
including for expansion and directly 
attributable extension.

While we have not yet determined the standardised 
charge for most unplanned developments, the 
following examples from other Australian states 
show the range of charges currently in effect:  
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Location Charge type Charge

Metropolitan 
Melbourne

New customer 
contribution. Charged for 
both water and sewerage 
services

$714  
minimum 
charge for 
each service

Australian 
Capital 
Territory

Charge levied on 
a per-Equivalent 
Population basis on all 
developments across a 
single precinct

$1,200

Western 
Australia

Standard water and 
sewerage infrastructure 
contribution

$5,579



Further reading
This fact sheet is an abridged version of an options 
paper commissioned by TasWater (Marsden Jacob, 
TasWater: Developer Charges, February 2020).  

We encourage you to download the full paper from 
yoursay.taswater.com.au/psp4 or by emailing 
psp@taswater.com.au

The following table provides a summary of Marsden 
Jacob’s assessment of the current developer 
charges arrangements, and the two alternative 
approaches against the key criteria:
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What do you think?

While there is only limited anecdotal evidence to 
suggest that our current approach to developer 
charges is impeding growth, we recognise we have 
room for improvement if we want to support and 
promote Tasmania’s projected growth in a fair and 
sustainable way.

The ‘Shared  costs’ approach is simpler to external
manage, but would mean that today’s TasWater 
customers are paying for infrastructure that 
supports tomorrow’s customers – a potential 
inequity between generations. 

The ‘Enhanced status quo’ approach contains 
elements  that could result in a fairer, more 
sustainable approach if adopted. It also satisifes 
most of the assessment criteria, and incorporates 
elements from other approaches (outlined in the 
full options paper) to help reduce the complexity of 
administering. 

Tell us what you think by registering at 
 www.yoursay.taswater.com.au/psp4

Location Current 
arrangements

Shared 
external 
costs

Enhanced 
status quo

Criterion 1 
Relevant 
infrastructure is 
available 

Criterion 2 
Recover efficient 
costs

Criterion 3  
Achieve efficient 
pricing (including 
location and 
timing)

Criterion 4 
Minimise 
cross-subsidies

Criterion 5
Justify equity 
considerations

Criterion 6 
Understandable 
implementation

Criterion 7 
Administrative 
simplicity
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