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Executive Summary

This document covers water supply developer charges for the following
development areas served by Macleay Water (MW):

Service Area Areas Included

Bellbrook Bellbrook

Crescent Head Crescent Head

Hat Head Hat Head

Kempsey-Lower West Kempsey, South Kempsey, East Kempsey, Kempsey, Aldavilla,
Macleay Frederickton, Clybucca, Smithtown, Gladstone, Kinchela, Jerseyville
South West Rocks South West Rocks, Arakoon

Stuarts Point Stuarts Point, Fishermans Reach, Grassy Head

Willawarrin Willawarrin

This document has been prepared in accordance with the Developer Charges
Guidelines for Water Supply, Sewerage and Stormwater (December 2002)
issued by the former Department of Land and Water Conservation (DWLC)
pursuant to section 306 (3) of the Water Management Act 2000. This
document is to be registered with the Department of Energy, Utilities, and
Sustainability (DEUS).

The timing and expenditures for works serving the area covered by this
document and the calculation of developer charges is given in Appendix A.

Levels of service to be provided to the service areas are stated within the
Macleay Water Strategic Business Plan 2005/06.

One Development Servicing Plan (DSP) is covered by this document. The
developer charge calculated is shown in Table 1.

Table 1 - Calculated Developer Charges

Calculated Developer
DSP Name Charge
(2005/06 $ per ET)

Adopted Developer Charge
(2005/06 $ per ET)

Macleay Water $7,468 $7,468

The developer charges adopted in this DSP are scheduled to commence on
1t July 2006.

Developer charges relating to these DSPs will be reviewed after a period of 5
to 6 years. A shorter review period is permitted if a major change in
circumstances occurs. In the period between reviews, developer charges
will be adjusted annually on 1 July on the basis of the movements in the
CPI.

The developer shall be responsible for the full cost of the design and
construction of reticulation works within subdivisions. Any development
approved outside the service area boundaries shown in this report is also
subject to this DSP.
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1 Introduction

Section 64 of the Local Government Ac 1993 enables a local
government council to levy developer charges for water supply,
sewerage and stormwater. This derives from a cross-reference in
that Act to section 306 of the Water Management Act 2000.

A Development Servicing Plan (DSP) is a document which details the
water supply developer charges to be levied on development areas
utilising a Council's water supply infrastructure.

This document contains one DSP that covers water supply developer
charges for the areas served by Macleay Water (MW).

This DSP has been prepared in accordance with the Developer
Charges Guidelines for Water Supply, Sewerage and Stormwater
(December 2002) issued by the Minister for Land and Water
Conservation (now Minister for Energy and Utilities), pursuant to
section 306 (3) of the Water Management Act 2000. This DSP is
scheduled to commence on 1% July, 2006.

This DSP supersedes any other requirements related to water supply
developer charges for the area covered by the DSP. This DSP takes
precedence over any of Council's codes or policies where there are
any inconsistencies relating to water supply developer charges.
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2 Administration

DSP Name

Macleay Water

DSP Area

The areas covered by this DSP are shown in
Section 8.

DSP Boundaries

The basis for defining the DSP area boundaries is
the water supply catchments served by existing
assets of the Bellbrook, Crescent Head, Hat Head,
Kempsey-Lower Macleay, South West Rocks,
Stuarts Point and Willawarrin water supply schemes
and the future assets schedule for the next 5 years
(also known as the capital works program).

Any development approved outside the service area
boundaries shown in this report is also subject to
this DSP. Relevant development approvals are still
required for development within the boundaries
shown in this report. Development approval will be
subject to the relevant planning instruments
including standard investigations pertaining to the
feasibility of connection to water supply or sewerage
services as per Council's current policies for service
provision.

Payment of
Developer Charges

The contribution(s) will be assessed by Council and
will apply for 3 months from the date of the
assessment notice. Contributions not received by
Council within 3 months of the date of notice will be
adjusted in accordance with the DSP current at the
time of payment.

Indexation of
Developer Charges

The developer charges will be indexed to
ensure they are not eroded by inflation.
Charges will be indexed on the 1st July each
year in line with the Consumer Price Index
(CPI, All Groups Sydney) as published by the
Australian Bureau of Statistics.
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3 The Developer Charges Process

3.1 Introduction

Developer charges are up-front charges levied to recover part of the
infrastructure costs incurred in servicing new developments or
additions/changes to existing developments. Developer charges
serve two related functions:

e They provide a source of funding for infrastructure required
for new urban development.

e They provide signals regarding the cost of urban development
and thus encourage less costly forms and areas of
development.

The Developer Charges calculation is based on the net present value
(NPV) approach adopted by the Independent Pricing and Regulatory
Tribunal (IPART) for the metropolitan water utilities. The
fundamental principle of the NPV approach is that the investment in
assets for serving a development area is fully recovered from the
development. The investment is recovered through up-front charges
(i.e. developer charges) and the present value (PV) of that part of
annual bills received from the development in excess of operation,
maintenance and administration (OMA) costs.

i.e. Developer Charge = Capital Charge (cost of providing the assets)
- Reduction Amount (cost recovered through annual bills).

The Capital Charge and Reduction Amount are discussed further in
the following sections. The developer charges process is described
fully in the Developer Charges Guidelines for Water Supply,
Sewerage and Stormwater (DLWC, December 2002).

NSW local water utilities (LWUs) which propose to levy developer
charges for water supply and/or sewerage need to prepare
development servicing plans (DSPs). The DSP details the calculation
of the developer charges and is required to be fair and transparent.

LWUs need to calculate and report developer charges in accordance
with section 306 (3) of the Water Management Act 2000 and the
Guidelines, and to register their DSPs with DEUS by 30 June 2004.

Developer charges relating to a particular DSP should be reviewed by
the LWU after a period of 5 to 6 years. If the review indicates that
the developer charges in the DSP remain valid, the DSP will apply for
a further 5 to 6 years after the utility releases a public notice to this
effect. However, if it is considered that a new DSP is warranted a
new DSP shall be prepared, exhibited and registered.

If a major change occurs in the LWU’s circumstances such as the
need for significant capital works that had not been included in the
DSP, the LWU may carry out a review in less than 5 years, subject to
approval by the Department of Energy, Utilities, and Sustainability.

3.2 The Capital Charge
Capital Charge = Capital Cost x Return on Investment (ROI) Factor

The capital cost includes the cost of providing, extending or
augmenting assets required, or likely to be required, to provide
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services to a development area. The capital cost per equivalent
tenement (ET) is the value of the relevant assets divided by the
capacity of these assets (in ETs).

Relevant assets include existing and future assets required to
support growth, but exclude reticulation assets.

Typically, the capacity of an asset would not be fully utilised until
some time after construction of the asset. The Return on
Investment (ROI), also known as a holding charge, is based on the
cost of early investment, and recovery of the cost over time. The
ROI factor is dependent on the period for take-up of the asset
capacity, and the rate of return required for the asset.

The capital charge is calculated for each service area. Service areas
are:

e An area served by a separate water supply system
e Separate small towns or villages
e A new development area of over 500 lots

Where the capital charges for two or more service areas are within
30%, they are agglomerated into a single DSP. The local water
utility may further agglomerate areas into a single DSP.

3.3 The Reduction Amount

Macleay Water has adopted the NPV of Annual Charges method for
calculation of the Reduction Amount. In the long term, developer
charges should cover the capital charge for serving a development
area less the net present value of net income from annual charges
for the development area. The reduction amount represents the NPV
of net income (income less recurrent expenditure) from the
development. Using the NPV of Annual Charge method requires a 30
year financial plan in order to calculate the reduction amount.
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4 Kempsey Shire Water Supplies

4.1 Existing Water Supply Services

Macleay Water operates seven town water supply systems in the
Kempsey Shire. The largest system is the Kempsey Lower Macleay
system that supplies water to West Kempsey, South Kempsey,
Aldavilla, Frederickton, Clybucca, Smithtown, Gladstone, and
Kinchela. In times of water scarcity, this scheme can be used to
provide water for South West Rocks.

Six smaller independent systems supply water to the towns of
Bellbrook, Willawarrin, Stuarts Point, South West Rocks, Hat Head,
and Crescent Head.

The areas supplied by each of the seven systems are set out in
Table 2.

Table 2 - Existing areas supplied by Macleay Water

Service Area Areas Included

Bellbrook Bellbrook

Crescent Head Crescent Head

Hat Head Hat Head

Kempsey and Lower West Kempsey, South Kempsey, East Kempsey,
Macleay Kempsey, Aldavilla, Frederickton, Clybucca, Smithtown,

Gladstone, Kinchela, Jerseyville

South West Rocks South West Rocks, Arakoon
Stuarts Point Stuarts Point, Fishermans Reach, Grassy Head
Willawarrin Willawarrin

4.2 Growth Projections

Table 3 lists the water supply areas and the existing and expected
future populations provided with water. Population projections are
based on the demographic forecasts developed as part of the
Macleay Water Integrated Water Cycle Management Strategy
(IWCMS). These projections are from the present year to 2034,
which is Council’s planning horizon. No growth is forecast for
Bellbrook and Willawarrin.
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Table 3 - Projected Population of Water Supply Areas
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Water Supply Area 2005 2010 2020 2034
Bellbrook 109 109 109 109
Crescent Head 1,172 1,301 1,585 1,880
Hat Head 329 365 445 528
Kempsey and Lower Macleay 13,057 13,334 14,378 15,257
South West Rocks 4,682 5,306 6,723 8,246
Stuarts Point 821 867 977 1,082
Willawarrin 106 106 106 106
TOTAL 22,281 23,398 26,343 29,242

4.3 Land Use Information

This DSP should be read in conjunction with Council’s LEP and other
planning instruments.

4.4 Design Parameters

Investigation and design of water supply system components is
based on the following design manuals:

e Water Supply Investigation Manual (1986),
e WSAA water supply code of Australia - WSA 03 2002, and
e AUSPEC design specifications for water supply.

4.5 Levels of Service

System design and operation are based on the levels of service
stated within the document, “"Macleay Water Strategic Business Plan
for Water Supply and Sewerage Services” (JWP, 2005). A copy is
also provided in Appendix A.

4.6 System Capacity

Macleay Water plans to augment its water supply systems to cater
for future growth. The system capacities are shown in the following
table. System capacity is based on the historical demand analysis,
water demand forecasts and infrastructure assessments determined
as part of the IWCMS.
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Table 4 - Water Supply Capacity

Service Area

Headworks Capacity
(Ultimate 2034 ET)

Transfer System Capacity
(ET) (Ultimate 2034)

Crescent Head 1,415 1,415
Hat Head 570 570
Kempsey-Lower Macleay 18,200 8,637
South West Rocks 5,719 5,719
Stuarts Point 870 870

4.7 Capital Works

Capital works estimated at $66.6 M (2005/06 $) will be required over
the next 30 years to provide water supply services to the shire,
comprising both new works and renewals.

4.8 Timing of Works and Expenditure

The timing and expenditure for water supply works are shown in the
capital works program, located in Appendix A. The annual capital
works expenditure is shown graphically as Figure 1.

Figure 1 - Capital Works Program
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5 Calculation of Developer Charges

5.1 Capital Charge

The capital charge was calculated for the water supply service areas
based on the existing and future assets providing the services to
each of the towns. The capital charge for each area was calculated
in Table B1 (refer Appendix A) and summarised in Table 5.

Table 5 - Initial Capital Charges

Capital Charge Area Capital Charge per ET (2005/06 $)
Crescent Head $8,236

Hat Head $12,671
Kempsey and Lower

Macleay and South West $8,741

Rocks

Stuarts Point $9,759

No developer charges were calculated for Bellbrook and Willawarrin
as no growth is predicted for these towns and their capital charge
would be nullified in the agglomeration process.

5.2 Agglomeration of Capital Charges

The capital charges were grouped into DSP areas of within 30% of
the highest capital charge. The outcome is agglomeration of these
charges into three DSP areas as shown in Table 6 below.

The weighted average capital charge is calculated on the proportion
of growth in each DSP area shown in Table 3. The weighted
average capital charge is used to calculate the reduction amount for
the whole shire. The capital charge for each DSP area is shown in
the final column of Table 6. This comprises the total of the
weighted capital charges for the DSP area divided by the total
proportion of growth.

Table 6 - Agglomeration of Service Areas

Weighted
2005% per DSP Area | DSP Area Proportion | Average DSP Area
ET Capital 1 % of 2 % of of Growth Capital Capital
DSP Area Charge highest highest (%) Charge Charge
Hat Head $12,671 100% - 3% $410
$11,037
Stuarts Point $9,759 77% - 4% $404
Kempsey,
Lower Macleay
and SWR $8,741 - 100% 81% $7,082 $8,677
Crescent Head $8,236 - 94% 12% $955
Weighted Average Capital Charge 100% $8,852
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5.3 Reduction Amount

Macleay Water has adopted the NPV of Annual Charges method to
calculate the Reduction Amount. The Reduction Amount is calculated
across all of the Macleay Water water supplies.

In order to calculate the reduction amount using the NPV of Annual
Charges Method, it is necessary to make a 30 year projection of
future annual charges for residential customers. Such projections
were made using the NSW Financial Planning Model (FINMOD).

Key forecasts for the Financial Planning Model for MW include:
e 2.5% inflation,
e 6.5% pa borrowing rate, with 20 year loans, and
e 5.5% pa investment rate.

The reduction amount for Macleay Water developer charges for water
was calculated as $1,383 per ET (2005/06 $) (refer to Appendix
A).

5.4 Developer Charges

The calculated developer charges for the DSP areas are shown in
Table 7. These developer charges reflect the cost of assets for
serving new development.

Table 7 - Developer Charges (2005/06 $)

DSP Name Capital Reduction Calculated Developer
Charge Amount Charge
($ per ET) ($ per ET) ($ per ET)
Hat Head, Stuarts
Point $11,037 $9,654
Kempsey-Lower $1,383
Macleay , South 48,677 $7,294

West Rocks,
Crescent Head

Macleay Water has elected to further agglomerate the charges to
apply one charge over the entire service area (including Bellbrook
and Willawarrin in the event of unexpected growth). Weighted by
growth, the charge across the whole service area was calculated as
$7,468 per ET (2005/06 $).

5.5 Reviewing/Updating of Calculated Developer
Charges

As required by the Developer Charges Guidelines (section 2.5), the
developer charges relating to this DSP will be reviewed by Macleay
Water after a period of 5 to 6 years. If the review indicates that the
developer charges remain valid, the DSP will apply for a further 5 to
6 years after the Council releases a public notice to this effect.
However, if it is considered that a new DSP is warranted, a new DSP
shall be prepared, exhibited and registered.

If a major change occurs in Macleay Water’s circumstances such as
the need for significant capital works that had not been included in
this DSP, Council may carry out a review in less than 5 vyears,
subject to approval by DEUS. If the review results in a new DSP, the
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new DSP will be exhibited and registered in accordance with the
requirements of the guidelines.

In the period between any review, developer charges will be
adjusted on 1 July each year on the basis of movements in the CPI
for Sydney, in the preceding 12 months to December, excluding the
impact of GST. The first adjustment will take effect from 1 July
2006.

5.6 Reticulation Works

The developer shall be responsible for the full cost of the design and
construction of water supply reticulation works within developments
including subdivisions. The design and construction of the works
shall be in accordance with Council’s development specifications for
water supply services.

5.7 Adopted Developer Charges

As shown in Table 8, Council intends to levy developer charges
equivalent to the calculated developer charge for commencement on
1%t July 2006. The calculated charge is the maximum amount which
may be levied by Council. Council is required to disclose the cross
subsidy by existing customers. No cross-subsidy will apply to
existing customers as the full calculated charge is to be levied.

Table 8 - Adopted Developer Charges

acleay
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DSP Name Calculated Developer Adopted Developer Charge

Charge (2005/06 $ per ET)
(2005/06 $ per ET)

Macleay Water $7,468 $7,468
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6 Reference Documents

Background information and calculations relating to this DSP are
contained in the Background Document attached in Appendix A.
These documents contain detailed calculations for the capital charge
and reduction amount, including asset commissioning dates,
size/length of assets, MEERA valuation of assets, and financial
modelling for calculation of reduction amounts.
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7 Other DSPs and Related Plans

Other related plans include:
e Macleay Water DSP for Sewerage Services

e Other s.94 plans as made from time to time by Kempsey
Shire Council
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8 Plans

This section presents detailed plans of the DSP Areas
Figure 2 - Bellbrook Water Supply Service Area.
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Figure 3 - Crescent Head Water Supply Service Area.

ahmperes Uroasing Soelsd
3 Pran Peiod g 44 Bin
Licerod 333 M
2 Prorgr Pgs
1 i Ciome okacion Fouk

- Crescent Head Urban / Rural Residential Water Supply.
= wa i Supplied from J bores at Maguires Crossing Borefleld.
L .mm;ﬁnn‘ﬁm]ﬁmy rated at Crescent Head with chlorine, ammonia, lime & asrated.
"*-.L_qchwrf; ARES Delivered by conventional pumped/gravity reticulation system.
~ .
BrELAWTR - MACLEAY WATER
——  warwman
o 0 Bl VAR HOAR T D N o o P en
- -y e
I PY BSTRRS Y MV UL 7 BT/ ST BOTLEN SRNLEUSnT ) (et R W
e T e e WATER SL'FPLY BCHEME atier]

Mo g

- bo the oy of the dats in given

MW Development Servicing Plan for Water Supply
050370 MW Water Supply DSP Rev 4.doc

July 2006 Rev 4
P17



Figure 4 - Hat Head Water Supply Service Area.
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Figure 5 - Kempsey-Lower Macleay Water Supply Service
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Figure 6 — South West Rocks Water Supply Service Area.
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Figure 7 - Stuarts Point Water Supply Service Area.
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Figure 8 — Willawarrin Water Supply Service Area.
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9 Glossary

ADWF

Capital Cost

Capital Charge
DEUS

Developer
Charge

Discount Rate
DSP
DCP

DLWC

EP

ET
IPART
kL/d
LEP
LWU
MEERA
ML/d
NHMRC
NPV

Post 1996
Asset

Pre-1996 Asset

PV
Real Terms

Reduction
Amount
ROI

SS

PWWF
PS

STP

Average Dry Weather Flow

The Present Value (MEERA basis) of assets used to service the
development.

Capital cost of assets per ET x Return on Investment (ROI) Factor.
Department of Energy, Utilities, and Sustainability

A charge levied on developers to recover all or part of the capital cost
incurred in providing infrastructure to new development.

The rate used to calculate the present value of money arising in the future.
Development Servicing Plan
Development Control Plan

Former Department of Land and Water Conservation (this department no
longer exists and its relevant responsibilities are assumed by DEUS).

Equivalent Persons

Equivalent Tenement

Independent Pricing and Regulatory Tribunal
Kilolitres per day

Local Environmental Plan

Local Water Utility

Modern Equivalent Engineering Replacement Asset
Megalitres per day

National Health and Medical Research Council

Net Present Value

An Asset that was commissioned by a local water utility on or after
1 January 1996 or that is yet to be commissioned.

An Asset that was commissioned by a local water utility before 1 January
1996.

Present value. The value now of money, or ETs, in the future.

The value of a variable adjusted for inflation by a CPI adjustment.

The amount by which the capital charge is reduced to arrive at the
developer charge. This amount reflects the capital contribution that will be

paid by the occupier of a development as part of future annual charges.

Return on investment. Represents the income that is, or could be,
generated by investing money.

Suspended solids, or the concentration of particles in sewage. Used as a

measure of the ‘strength’ of sewage.
Peak Wet Weather Flow
Pumping Station

Sewage Treatment Plant

MW Development Servicing Plan for Water Supply

July 2006 Rev 4

050370 MW Water Supply DSP Rev 4.doc 23



Appendix A

Background Documents

Table Al

Table A2

Table A3

Table A4

Table A5

Table A6

Table A7

Table A8

Table A9

Table A10

Capital Works Plan
Capital Charge Calculation Crescent Head
Capital Charge Calculation Hat Head

Capital Charge Calculation Kempsey-Lower Macleay and
South West Rocks

Capital Charge Calculation Stuarts Point
Agglomeration of Water Supply Catchments
NPV Annual Charges - Operating Statement

Summary of NPV Annual Charges Calculation of Reduction
Amount

Calculation of Developer Charges using the NPV Annual
Charges Method - 3rd Iteration

Levels of Service
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2. Base year of capital cost varies depending on asset data. Assets constructed prior to 1970 are not included (except headworks)

3. Capital cost adjusted to 2005$ using CPI for Sydney (ABS)

4. Capital cost of future works discounted to 2005$

5. Council's asset register was updated in 2003/04. The year dollars for existing assets is 2003/04 dollars
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Table A8: Summary of Reduction Amount Iterations

Iteration 1 Iteration 2 Iteration 3

Weighted Average Capital Charge (2004$) 8,621 8,621 8,621
Input Reduction Amount, years 1 to 5 (2004%) 1,000 1,307 1,348
Input Residential Developer Charge (2004$) 7,621 7,314 7,273

Output Reduction Amount (2004%) 1,307 1,348 1,348
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Table A10 - Water Supply Levels of Service.

Description

Level of Service

AVAILABILITY OF SERVICE

Extent of area serviced

Bellbrook, Willawarrin, Kempsey District (West
Kempsey, South Kempsey, Frederickton, Clybucca,
Smithtown/Gladstone), Stuarts Point, South West
Rocks, Hat Head, Crescent Head

Domestic peak day

2,500 L/ tenement /day

Domestic Annual*

197 kL / connected property

Total Annual Average
Consumption (potable + non-
potable)?

4,300 ML / annum

Kempsey and Lower Macleay System 2.0

Bellbrook and Willawarrin 2.4
Peak day/average day Stuarts Point 3.2
consumption ratio South West Rocks 2.8
Hat Head 3.1
Crescent Head 2.6
Maximum static pressure® 90 m head
Minimum static pressure
- new developments 15 m head
- existing customers 12 m head

Water flow rates

Diameter of the water service pipe
(millimetres)

- 20
- 25
- 32
- 40
- 50

Minimum flow rate
(litres per minute)

- 20
- 35
- 60
- 90
- 160

SERVICE INTERRUPTIONS TO CONSUMERS:

Planned:
Notice given to customers

Duration of interruptions

Unplanned:

Total humber of interruptions per
year

2 days

Notification of duration will be given to affected
customers

No more than 2 per customer per year
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Description Level of Service

SERVICE PROVIDED

Time to provide an individual 10 working days
standard connection to water
supply in a serviced area

RESPONSE TIMES

Defined as time to have staff on-site or to investigate problem or answer inquiry.
The following response times are to be achieved in 90% of cases.

System failure or complaint Response Times

PRIORITY 1:

- Pump station failure

- Water treatment plant 1 hour (during business hours)
malfunction 2 hours (during after hours)

- Valve failure
- Major main break

PRIORITY 2:

- Minor main break

- Leaking property connection
- Telemetry failure

- Partial valve failure

2 hours (during business hours)

4 hours (during after hours)

PRIORITY 3:
- Leak from water main
- Leak from hydrant 1 working day

- Partial failure of property
connection

PRIORITY 4:

- Minor problem or complaint
vyhlch can bg dealt with at a Within 2 weeks
time convenient to customer
and Council, e.g. a minor leak
in a water service

CONSUMPTION RESTICTIONS IN DROUGHTS

Level of restriction aphid through
a repeat of the worst drought on 80% normal usage
record

Maximum duration of restrictions 6 months / 10 year period

Maximum frequency of restrictions | 1 in 10 year period




