JMP

DEVELOPMENTS
22 July 2025 QUALITY LIVING

ABN: 14 127 712 976

Chairperson

Mr Gerard Brody

Essential Services Commission
Level 8/ 570 Bourke Street
MELBOURNE VIC 3000

Dear Mr Brody,

Re: JMP DEVELOPMENTS FOLLOW UP SUBMISSION TO THE ESC REPORT ON INTERESTED
PARTIES FEEDBACK 18 JUNE 2025

We appreciate the opportunity to provide feedback on the ESC’s June 2025 review of New Customer
Contributions (NCCs). As a developer actively engaged in water infrastructure negotiations, we
welcome greater clarity, consistency and fairness in the application of the NCC framework. However,
the review highlights a number of concerning trends and omissions that, if left unaddressed, risk
fundamentally undermining the effective implementation of the Water Act and ESC guidelines. This
would not only disadvantage connection applicants and compromise the fairness and legality of
infrastructure cost recovery but also hinder sustainable development across regional Victoria and
increase the likelihood of applicants being forced to pursue costly and time-consuming resolution
through VCAT.

Unfortunately, we will not be able to attend the developer forums in September, so outline our key
concerns, supported by examples and references to both the current review and previous ESC
materials:

1. Industry Knowledge Deficiency and Implications The review explicitly acknowledges a decline
in industry understanding, stating on page 3 that water businesses noted a lack of understanding of
the legal basis of NCCs and the regulatory framework. This is further evidenced by the fact that gifted
assets from developers have increased by 14% per year over the past 10 years.

This trend reflects a fundamental problem: water businesses are asking developers to fund
and gift assets that should be recovered under NCC payments. This aligns with the
fundamental point that there is a decline in industry understanding.

As such, the need for clear definitions, high-quality case studies and guidance written for an
inexperienced audience is critical.









10. Tokenistic Stakeholder Engagement: Water authorities often treat stakeholder engagement
as a “tick the box” exercise. They frequently reverse-engineer outcomes to fit pre-determined
positions. This is especially problematic when documents claim there has been meaningful
consultation.

The ESC should require: Engagement to occur by an external facilitator, to enable genuine
engagement.

11. Monitoring Dispute Volumes = Transparency Tool. We strongly support the idea that the ESC
monitor:

e« Number of internal reviews,
« Number of independent arbitration cases,

o Number of VCAT challenges.

12. Gifted Asset Tax Treatment: Section 3.2.3 raises the potential for taxes on gifted assets to be
incorporated into NCCs. If an alternative tax treatment is adopted, it is essential that the
commissioner ensures connection applicants are not effectively paying twice, once through the
gifting of assets and again via NCCs. Customers must contribute to growth.

13. Current ESC Case Studies developed in 2011 - As previously noted, we believe it is imperative
that the already developed Case Studies below are not replaced but added to, to improve the
applicable cost attribution.

Refer to the extract from the 2011 Case Studies that outlines which assets the Commission believes
is a reticulated asset versus a shared asset.

Shared assets are funded by the authority using NCCs, the water authority’s capital funds, and
future NCCs from other developments who will benefit from the shared infrastructure over time.

2.4 Shared assets (upsizing)

Background

A developer who owns land known as development 1, wishes to commence on
ground works. The developer approaches the water business for conditions. The
water business advises that a 150 mm water main is needed to service the
development. The water business classifies the asset as a reticulation asset
(based on the size guidance in the determinations) and as such requests the
developer to provide it.

The developer believes that the asset is not a reticulation asset and has been
planned with a view to serve future developments (2 and 3) as well

The water business and developer are unable to resolve their differences and the
developer raises the issue with the Commission.

Commission interpretation

The Commission seeks to establish whether the asset is shared (serves more than
one development) or reticulation (serves one development).

Number of developments served

The Commission seeks to clarify whether developments 1, 2 and 3 are separate
developments or are parts of one large development.

The developer advises that developments 1, 2 and 3 are owned separately and
each owner will apply to the water business separately to connect to the business’s
network. Therefore there are three separate developments.

Most cost efficient servicing solution

The Commission asks the water business for its most cost efficient design criteria
for a development (development 1) of this size and location. The walter business
responds that a 100 mm diameter water main meets its most cost efficient
servicing solution for a development of this size and location.

The Commission asks the water business whether the 150 mm water main has
been planned to serve future developments. The water business responds that the
asset has been upsized from 100 mm to 150 mm to serve future developments 2
and 3 as well.

Conclusion

The Commission concludes that the asset is shared. This Is because the asset has
been upsized from the most cost efficient servicing solution that would serve
development 1 alone, to serve future developments (2 and 3) as weil_|




The determinations state:

Shared distribution assets are infrastructure assets that are generally provided in
relation to prescribed services for more than one deveiopment

Diagram 2.4
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Even though the case study above is extremely clear it fails to articulate how payment is to be
apportioned (relative to the specific example).

Once the asset is categorized by the Commission to be a shared or growth asset. It would be
extremely beneficial if the below section (which is within the PRICE REVIEW 2013 - REGIONAL
URBAN WATER BUSINESSES — FINAL DECISION — pages 185 & 186) was incorporated into the
current framework, below the relative case study, as it would remove any ambiguity as to how
payment for the asset is to be apportioned. If the case studies and the below were incorporated into
the most up-to-date NCC Framework it would eliminate a lot of the confusion / manipulation, that is
currently occurring.

Where the water business requires the developer to provide an asset that has been designed with excess capacity with
shared across those who connect to it:

The regulatory asset base option, whereby:

« initial connection applicant pays their required capacity share of the asset through the calculation of their NCC

* any remaining share of the asset's costs (when the asset has been efficiently pre-built to service future growth)
would default to recovery through the regulated asset base (RAB) and prescribed retail tariffs

» the NCC calculation for any subsequent connections would include their capacity share of the asset's cost,
and the resulting NCCs revenue would be deducted from the water business' RAB

The reimbursement option,

* involves the water business charging foundation connection(s) an upfront NCC to recover the full asset cost,
with provision to reimburse those connections when subsequent connections start to use the asset’

a view to servicing later developments, the ESC has stated that there are two ways in which the assets' costs are to be

Kind Regards,






