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[bookmark: _Toc200459607][bookmark: _Toc938030537]About Development Services Schemes
[bookmark: _Toc344223111]What is the purpose of the DSS?
DSS fund the construction of essential stormwater and drainage assets that are necessary for land to be developed and houses to be built. 
The schemes are developer-funded and set up to ensure the most efficient infrastructure design for the broader catchment. This can include assets such as pipelines, overland flow paths, retarding basins, waterways, wetlands, sediment ponds, bio-retention systems, pollution traps and land set aside for these purposes. 
Developers pay DSS contributions to fund the cost of the required infrastructure. Some developers are also required to construct DSS assets, for which they are reimbursed.
[bookmark: _Toc1928063457]Does Melbourne Water make a profit on the DSS?
No, Melbourne Water does not profit from DSS. Schemes are set up on a cost recovery basis so that contributions match capital expenditure over the life of the scheme (this can span over many years). 
[bookmark: _Toc66314498]Why are there different schemes under the DSS?
As of June 2025, there are 263 Development Services Schemes (DSS) managed by Melbourne Water. 
We apply core principles for creating and funding schemes outlined in our Principles for provision of waterway and drainage services for urban growth​. 
All the DSS are classified into active and inactive schemes. 
Active schemes are those where the developable area is less than 90% developed and inactive schemes are those where the developable area is greater than 90% developed. 
The life of a scheme can be up to 30 years (i.e. for it to become fully developed). For example, an active scheme may be 20 years old, however there still may be developable land to be subdivided.  
There are 121 active schemes – these are currently the focus of our annual reviews and rate increases. 
[bookmark: _Toc200459608][bookmark: _Toc798525394]Contributions and expenditure
[bookmark: _Toc1246485398]How are DSS rates calculated?
All developable properties pay a contribution based on the development size and the development type. 
Contributions for each scheme are calculated so the income we collect from contributions equals the planned expenditure over the expected life of a scheme. 
The total expenditure includes the stormwater quality component (which funds the stormwater quality treatment works), hydraulic works (which funds the flood protection works), land reimbursement and service fee (see section below). For more information, see our chart here 
[bookmark: _Toc1867578275]Why is there a service fee and what does it cover?
The service fee covers Melbourne Water’s costs in administering the DSS portfolio and services. This includes: 
· master planning  
· Precinct Structure Plan (PSP) servicing 
· financial and engineering reviews  
· management of DSS and development data 
· development assessments in DSS catchments, such as planning permits, certification, stormwater management strategies and the issuance of the Statement of Compliance 
· issuance of Offer of Conditions 
· design assessments 
· tender assessments 
· project management, and  
· work surveillance.  
[bookmark: _Toc36492222]How is land reimbursement calculated?
Land reimbursement costs are linked to the key asset type within the land. 
For example, if both a retarding basin (hydraulic asset) and wetland (stormwater quality asset) are both in the required DSS land, the land reimbursement will be attributed to the hydraulic component only of the DSS contribution. 
[bookmark: _Toc713343252]How are the DSS rates regulated?
There are three separate regulatory and policy frameworks that guide DSS financial reviews and pricing adjustments:
· Development Service Scheme Financial Management Framework  
· Principles for Creating Development Services Schemes (Principle 15)  
· Procedures for Finance Review of DSS – Pricing and Regulation. 
 
Setting and reviewing developer charges is a regulated activity. Specifically, the Essential Services Commission’s (ESC) Melbourne Water Price Determination commits to annual reviews. 
[bookmark: _Toc200459610][bookmark: _Toc1780427488]Rate increases
[bookmark: _Toc386504831]Why do rates need to increase?
Rates for DSS had not been increased for three years and there has been an under collection of funds during this period to achieve cost recovery.  
Melbourne Water is committed to doing what we can to support sustainable growth and development in Greater Melbourne, and the DSS is a way that we are supporting that for future communities. We have been working hard to improve our performance and provide a better level of service to our customers - and that focus will continue.  
[bookmark: _Toc558233001]What are the other factors driving rate increases?
Factors that can drive rate increases include: 
· Changes to developable areas - for example, a reduction in developable area will see the DSS contribution rates increase as there are less hectares of development to fund the required DSS works. 
· Timing of development or works: 
· Development or works construction is forecast to commence earlier than previously thought, or 
· the forecast date has been deferred due to a period of inactivity.  
· Increased certainty of the true cost of constructing water and drainage assets as the project progresses: 
· For example, at the start of the DSS 30 years earlier, there is an estimated scope and cost identified, but closer to the end of each DSS project, the actual scope and cost is known. 
· Over that period of time, there may be other factors impacting costs--variable soil conditions, changes to policies and authority requirements, global impacts on expenses (COVID19, supply costs, rising labour costs, etc). 
· Melbourne Water's early DSS cost projections are typically on the conservative side - rather than front loading the DSS with high asset contingency and provisional costs at the start of the DSS/PSP, instead they are adjusted post project delivery to reflect the actual cost
· The changing value of money over time, e.g. Consumer Price Index (CPI).
[bookmark: _Toc1301675848]How much will contribution rates increase? 
This depends on the rate increase required to achieve cost recovery in each DSS. The review process helps us to identify the rate increases required. 

Most of the 121 active DSS will require a rate increase in 2025. Based on preliminary assessments, some schemes will require rate increases over two or more years to achieve cost recovery, but these are being capped at 25% a year.
At any time, you can look up your scheme rate and use our online calculator on the Melbourne Water website here. Subscribe to the page to be notified when we make updates to rates (see subscription link at the top of the web page).
[bookmark: _Toc1874852778]Have you engaged with industry on the rate increases?
Yes. We have engaged with industry on the DSS and the rate increases, including meetings with industry body representatives including the Property Council Australia (PCA), Urban Development Institute of Australia (UDIA),  Association of Land Development Engineers (ALDE) and Stormwater Victoria. 

Engagement opportunities have included: 
• Information sessions
• Urban Planning and Development Strategic Collaboration Group (UPD SCG) meetings
• A dedicated DSS engagement session in May.
• Digital follow-up survey.

We have explained the rationale behind the rate increases, sought input
on options for the rolling program and gained insight on suggested DSS services improvements to support their forward planning on projects. 

A working group to revise the overarching Principles for Provision of
Waterway and Drainage Services for Urban Growth is earmarked to
commence in quarter three of 2025, and we are proposing to conduct briefings with industry bodies to provide an opportunity for their members to ask
questions and provide further feedback.
[bookmark: _Toc1761139492]How will rate increases be communicated to the industry?   
Affected developers will be notified by email and will be given two months’ notice before the implementation of the rate increase. 
At any time, you can look up your scheme rate and use our online calculator on the Melbourne Water website here. Subscribe to the page to be notified when we make updates to rates (see subscription link at the top of the web page).
We also recommend that you follow our Planning and Development Sector Hub Let’s Talk page for industry news updates by clicking the blue ‘Follow’ button at the top of the page.
[bookmark: _Toc377198404]Can I lock in the existing rates before the rate increases come into effect?
· Yes. You will have the opportunity to lock in the existing contribution rates, prior to the implementation date of the proposed rate increases if you meet certain criteria. Details of how this works:  
· If you have an existing Offer (if it is still valid and has not been terminated), you will comply with the terms and conditions of that Offer. 
· If you do not have an existing offer, you can apply for a Provision of Drainage Services Agreement (Offer) prior to the implementation date of the proposed rate increase to enable contributions to be set at the current lower rate. However, you will need to follow the critical milestones set out in your works or non-works Offer.  
· Where you have recently issued Offer, you should pay the contributions within the three-month period to lock in the current lower rate. Again, you need to follow the critical milestones set out in your works or non-works Offer. 
· Where you have not paid the contributions within the three-month period, apply for a Statement of Compliance (SOC) prior to the implementation date of the new contributions rate to avoid having to pay the increased rate.  
· Where you have paid contributions in line with the Offer terms and you cannot achieve SOC prior to the implementation date of the increased DSS contribution, you can potentially be eligible for dispensation from the new rate (i.e. exemption) where achievement of Melbourne Water’s consent to SOC has been demonstrated to have been delayed outside of your control. This is already an existing policy and practice at Melbourne Water.  
Annual reviews
Why are there DSS reviews?
Reviews are undertaken by Melbourne Water to ensure that expenditure on drainage infrastructure is matched by contributions from developers. 
The main aim of the DSS review process is to ensure that the DSS is recovering costs (balancing income versus expenditure) and achieving a zero net present value (NPV0). For more information, see our chart here
Are the annual reviews audited?
A sample of our annual reviews are audited by the Victorian Auditor-General’s Office (VAGO) in line with State Government regulations and Essential Services Commission (ESC) requirements. 
When will the next annual reviews be completed?
Each active DSS will undergo an annual review to identify any rate adjustments that are required. Rate increases will be limited to a maximum of 25% within any 12-month period. The standard two-month notice period still applies. 
The next round of annual reviews will commence from January 2026. We will also hold off on doing reviews for those schemes that had higher rate increases in 2025 until later in 2026.   
We are also reviewing our DSS reimbursement processes to identify ways we can improve them. 
[bookmark: _Toc200459611][bookmark: _Toc442300040]Find out more
[bookmark: _Toc661323726]Contact us
At any time, you can look up your scheme rate and use our online calculator on the Melbourne Water website here. Subscribe to the page to be notified when we make updates to rates (see subscription link at the top of the web page). 
You can subscribe to our Urban Planning and Development Hub on our Let’s Talk page. Click the blue ‘Follow’ button at the top of the page to receive updates emailed to you as we publish them. 
There are also industry guidance documents available to view and download on Let’s Talk on the right-hand side of the page, including a chart on How DSS rates are calculated and a chart on How the annual review process works. 
If you have any further questions, please email Melbourne Water at land.development@melbournewater.com.au or phone 131 722.
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