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Developer Charges Pricing Policy 
 

 

Aim  

The aim of this policy is to outline the charges that apply to developments that increase the 

potential demand on water Southern Water’s infrastructure and/or sewerage infrastructure 

in the Southern Water region.  

 

Background and definitions  

Section 8 of the Water and Sewerage Industry (Pricing and Related Matters) Regulations 

2011 (the Regulations) requires Southern Water’s Price and Service Plan to include a 

developer charges policy which complies with the Regulations.   

 

Developer charges are the charges that Southern Water imposes in respect of a property on 

which a new development is proposed. Developer charges relate to Southern Water 

installing, altering or utilising assets to provide water services and/or sewerage services for 

the purposes of the new development.  

 

Developer charges include headworks charges, assets gifted by developers and cash 

payments made by developers to Southern Water for the construction of the new 

reticulation works.  

 

Southern Water has adopted a net present value methodology for determining headworks 

charges.  

 

The key principle of this methodology is that the cost of providing water services and/or 

sewerage services for a specific development area is fully recovered from the development 

through a combination of upfront charges and periodic charges, without placing an 

additional burden on existing customers.   

 

This includes full cost recovery from new customers of Southern Water regardless of 

whether they are located in new development areas or in redeveloped existing areas.  

 

The net present value methodology requires Southern Water to identify geographical areas, 

called headworks zones. The cost of the assets required to service each headworks zone is 

identified. In addition, the amount Southern Water will receive in periodic charges in excess 

of operating requirements is determined. Using the net present value methodology, the 

costs and revenues are reconciled to a single value by discounting them to today’s dollars. 

The headworks charge is calculated as the difference between the cost of the assets 

required to service the headworks zone and the amount to be funded by periodic charges 

over a specified time period (as calculated by the present value of the periodic charges). 
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This calculation can be written as an equation as follows:  

 
 

A headworks charge is calculated on an equivalent tenement basis for each headworks 

zone.  Headwork charges provide price signals for development in each headworks zone and 

are set to recover from the developer proportional costs of the capacity consumed, or 

required to be constructed, to provide water and wastewater headworks infrastructure to a 

new development.  

 

The headworks charge per equivalent tenement will vary between headworks zones 

depending on the cost of the assets required to service each zone.  

 

Prior to the formation of Southern Water, owner Councils had differing approaches to the 

levying of developer charges. This policy allows for the consistent application of developer 

charges across the Southern Water region.  

 

For the purposes of this policy:  

Equivalent tenement means a measure of the demand that a development will place on 

Southern Water’s water infrastructure and/or sewerage infrastructure in terms of water 

consumption and sewage discharge, compared to a standard residential allotment.  

 

Headworks refers to major works like dams, reservoirs, treatment plants, main sewers and 

distribution assets like supply mains, distribution mains and associated pump systems.  

Headworks exclude reticulation pipe work that connects properties to the headworks.  

 

Developer charges include:   

• Headworks charges – the payment of cash by developers to Southern Water for the 

proportional costs of the capacity consumed of existing headworks infrastructure 

and or expansion of capacity required as a result of a property development (for 

further information see Southern Water’s Service Extension, Expansion, and 

Introduction Policy); and  

• the gifting of water or sewerage reticulation infrastructure to Southern Water where 

the infrastructure was required as the result of a property development and was 

paid for by the developer, or the developer paid cash  to Southern Water for the 

construction of water or sewerage reticulation infrastructure to service a property 

development, but do not include the costs directly associated with the connection of 

a property to a water main or sewerage main or local reticulation main, which 

Southern Water will recover separately from the customer.  

(For further information see Southern Water’s Customer Connection Policy).  
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Policy  

1. Calculating and applying developer charges Southern Water will honour any permits 

issued, or agreements made, in respect of developer charges prior to 1 July 2009. 

Developer charges under this policy apply from 1 July 2012 and are as follows:  

• All internal or subdivision water infrastructure and/or sewerage infrastructure is  

to be provided by the developer at the developer’s cost and transferred to 

Southern Water.  In lieu of providing the internal or subdividing infrastructure, a 

developer may make a cash payment to Southern Water.  

 

• All water infrastructure and/or sewerage infrastructure that is external to the 

development and is required solely to service the development is to be provided 

at the developer’s cost.  

 

• Southern Water will determine headworks charges for each headworks zone 

using the net present value methodology consistent with this policy.  

 

• A developer must pay the applicable headworks charge prior to Southern Water 

issuing a:  

 

• Subdivision – A Certificate of Approval for the Plan of Survey; or  

 

• Development – A Certificate for Certifiable Work (Building and Plumbing).  

Southern Water can be contacted during business hours on 13MYWATER (13 

6992) for further information regarding the calculation of developer charges.  

 

2. Providing a developer charge estimate: 

 

Upon request, Southern Water will provide an estimate of the amount of the 

developer charge that is to apply in respect of the property to a person who:  

• proposes a new development in respect of a property; and  

• who provides Southern Water with sufficient information about the 

proposals for the new development to enable an estimate to be determined. 

Customers seeking a developer charge estimate may contact Southern Water 

during business hours on 13MYWATER (13 6992). 

 

On or before 1 July 2015, Southern Water will develop an online calculator so 

developers can, without additional assistance from Southern Water:  

• estimate the number of equivalent tenements that relate to their potential 

development; and  

• ascertain the headworks charge per equivalent tenement for each headworks 

zone.  
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3. Providing information on how developer charge has been determined: 

Upon request, Southern Water will provide information as to how Southern Water 

has determined the amount of the developer charge to a person on whom a 

developer charge is imposed.  

 

Customers seeking such information may contact Southern Water during business 

hours on 13MYWATER (13 6992).  

 

4. As the value of reticulated assets to be gifted or paid for by a developer is 

determined on a case-by-case basis following detailed discussions between the 

regulated entity and the developer and following detailed design by the developer’s 

engineers at a later stage in the process, it is not possible for the on-line calculator to 

provide this information.   

 

Developers should therefore be aware that they may be liable for additional costs in 

relation to reticulated assets associated with their proposed development.  

 

Responsibilities  

The Chief Executive Officer of Southern Water is responsible for implementing this policy.   

 

 

References  

• Southern Water’s Customer Connection Policy  

• Southern Water’s Service Extension, Expansion, and Introduction Policy  

• Tasmanian Economic Regulator – 2012 Water and Sewerage Price Determination  

• Water and Sewerage Industry Act 2008  

• Water and Sewerage Industry (Pricing and Related Matters) Regulations 2011 

• Any other manuals and documents specific to Southern Water and this policy  

 

 

Approved by the CEO on 13 June 2012  

 

 

 

_______________________________________  

Signed by Mike Paine, CEO, Southern Water 

 

 


