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Acronyms and abbreviations 
	Acronym 
	Term

	BAU
	Business As Usual 

	BPEM
	Urban Stormwater - Best Practice Environmental Management Guidelines 

	DSS
	Development Services Scheme

	IWM 
	Integrated Water Management

	MERI
	Monitoring, evaluation, reporting and improvement

	MUSIC
	Model for Urban Stormwater Improvement Conceptualisation

	STORM score
	BlueFactor STORM Calculator 

	SWQ
	Stormwater Quality

	TN
	Total Nitrogen 

	TN kg
	Kilograms of nitrogen 

	TP
	Total Phosphorus load

	TSS
	Total Suspended Solids 

	TUIA
	Total Untreated Impervious Area

	VPP
	Victoria Planning Provisions 

	WSUD
	Water Sensitive Urban Design
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[bookmark: _Toc4060449][bookmark: _Toc132706726][bookmark: _Toc132706771][bookmark: _Toc132706781][bookmark: _Toc132706789][bookmark: _Toc132706796][bookmark: _Toc132706835][bookmark: _Toc132707234][bookmark: _Toc132707345][bookmark: _Toc132707652][bookmark: _Toc132707671][bookmark: _Toc132815935][bookmark: _Toc158577248][bookmark: _Toc158726273][bookmark: _Toc158733235][bookmark: _Toc198192436]Introduction
[bookmark: _Toc158577249][bookmark: _Toc158715678][bookmark: _Toc158726274][bookmark: _Toc158727861][bookmark: _Toc158733236]This guidance aims to help Victorian Councils when establishing offset schemes for stormwater quality requirements and ensuring offset schemes are consistent across the state.  
This document explains an urban stormwater offsetting approach that aligns with existing water and land planning processes across Victoria. Councils can use it to establish an offset scheme to provide flexibility to developers that cannot meet their stormwater quality requirements at the development site. The document aims to: 
· Describe the role of the council in managing stormwater. 
· Communicate what urban stormwater offsets are. 
· Clarify the planning basis for stormwater offsets. 
· Describe the steps for the establishment of an offsetting scheme, including establishing schemes and understanding what a council offset scheme should comprise.  
· Provide direction on project identification and the relationship with strategic water planning at the municipal scale.  
· Provide guidance on calculating a financial contribution rate.  
· Provide guidance on fund administration reporting and governance, and monitoring and review processes.  
· Provide direction on the grounds of refusal for an offset application that may be appropriate. 
This guidance document has been prepared with input from representatives of organisations active in urban stormwater management and councils that have already established stormwater offset schemes. The Department acknowledges and thanks everyone who has contributed to this document’s development.  
Where the term “must” is used in this document it is a requirement that councils follow the guidance. Where terms like “should” or “may” are used, it is the Victorian Government’s preference that councils follow the guidance, but councils ultimately have discretion on how they proceed. 


[bookmark: _Toc132706728][bookmark: _Toc132706773][bookmark: _Toc132706783][bookmark: _Toc132706791][bookmark: _Toc132706798][bookmark: _Toc132706837][bookmark: _Toc132707236][bookmark: _Toc132707347][bookmark: _Toc132707654][bookmark: _Toc132707673][bookmark: _Toc132815937][bookmark: _Toc158577250][bookmark: _Toc158726275][bookmark: _Toc158733237][bookmark: _Toc198192437]Managing stormwater in urban areas
Victorian councils play a significant role in urban stormwater management. 
[bookmark: _Toc158577251][bookmark: _Toc158726276][bookmark: _Toc158733238][bookmark: _Toc198192438]Statutory obligations
In Victoria, councils have responsibilities for managing stormwater, including enforcing stormwater management through the planning scheme, in their municipality. In regional areas, councils are generally responsible for managing all urban stormwater as the relevant drainage authority. In Melbourne, councils are generally responsible for managing stormwater in catchments of 60 hectares or less. 
Many development activities give rise to risk of harm from stormwater and there are obligations for managing stormwater under:  
· Environment Protection Act 2017 
· Local Government Act 1989 
· Planning and Environment Act 1987 
We outline each of these obligations below, with respect to the role that councils play in stormwater management.  
Environment Protection Act 2017 
Stormwater management requirements under the Environment Protection Act 2017 include:
· General environmental duty (GED)
·  (OMLI)
The GED requires all Victorians (including councils, developers, businesses and the community) to minimise risks from urban stormwater to human health and the environment from their activities. For example, this means eliminating risks from urban stormwater and designing and maintaining infrastructure to minimise risks from urban stormwater, so far as reasonably practicable. 
If you’re a council developing an offset scheme, it is to support developers to meet stormwater quality objectives set out in planning requirements. The stormwater offset scheme does not offset other legal obligations, such as GED under the EP Act. It is strongly recommended that councils provide communication to the developers explaining that the offset allows them to meet their requirements under the Planning and Environment Act, and they must also remain compliant with the GED. 
If reasonably practicable controls can be used onsite to minimise risk of harm to human health and the environment from stormwater – they must be installed. For example, if an EPA officer arrives at site, as part of their inspection they will assess if there are reasonably practicable controls in place to minimise all risks to human health and the environment from urban stormwater, regardless of whether a council stormwater offset agreement is in place. 
Under the OMLI, councils are required to develop stormwater management plans in consultation with relevant stakeholders, and to review, update and report on the plan at least every five years. 
Under the OMLI councils are required to develop stormwater management plans in consultation with relevant stakeholders. Councils must identify risks from urban stormwater and actions to minimise these risks. This strategic plan and understanding of risk can inform council making decisions around offset agreements. The plan can also be updated to reflect actions by the council to minimise risk.
Local Government Act 1989  
Saved provisions in the Local Government Act 1989 vests ownership of public stormwater drains in councils and gives them powers to manage and control this infrastructure. 
Under the Planning and Environment Act 1987 councils are also responsible for implementing the stormwater management provisions under the Victorian Planning Scheme. They do this through building and planning approvals. In addition, Clause 19.03-3S in the Planning Policy Framework requires councils adopt an integrated approach to the planning, design, assessment and approval of new developments which brings all the elements of the water cycle together, including sewage management, water supply, stormwater management and water treatment, to maximise community and environmental benefits. 

	Box 1: Victoria Planning Provision (VPP) Planning Scheme Developer requirements (‘Stormwater obligations’) 

The Victoria Planning Provisions (VPP) Planning Scheme requires that the following aspects meet best practice performance objectives for stormwater quality: 
all residential subdivisions (56.07)
apartment developments (less than 5 storeys 55.07-5 / 5 or more storeys 58.03-8) 
residential multi-dwelling developments (55.03-4)
all non-residential commercial, industrial, and public land subdivision (53.18-4 W1) 
all non-residential commercial, industrial, and public land building and works (53.18-4 W2) 
The performance objectives are contained in the Urban Stormwater – Best Practice Environmental Management Guidelines (BPEM). The BPEM objectives (‘Stormwater obligations’) are: 
70% reduction of typical urban annual litter load (Litter)
maintain flow discharges for the 1.5-year Average Recurrence Interval (ARI) at pre-development levels 
80% retention of typical urban annual suspended solids load (TSS)
45% retention of typical urban annual total phosphorus (TP) load 
45% retention of typical urban annual total nitrogen (TN) load. 
In addition to these common stormwater objectives, other planning requirements apply depending on the development type. Refer to the Victorian planning requirements for stormwater management – Online Navigator Tool for more information on these requirements. Councils are responsible for requiring compliance with these provisions through their local planning permit development application process. Councils may also have local planning policy requirements that exceed or complement the VPP and the construction code to adequately manage environmental and human health risks. 





[bookmark: _Toc158577252][bookmark: _Toc158726277][bookmark: _Toc158733239][bookmark: _Toc198192439]What are stormwater quality offsets? 
[bookmark: _Toc141119031]Stormwater quality offsets can support developers to comply with their stormwater quality requirements under the VPP. When stormwater cannot be fully managed on-site, developers can opt to pay a fee to council to manage stormwater quality impacts offsite. 
Most Victorian councils require developers to fully meet their stormwater quality obligations under the VPP on-site. Planning Advisory Note 75 details how stormwater management systems must be designed and managed in accordance with the requirements of the relevant drainage authority. 
Stormwater offsets allow developers to make a voluntary financial contribution to the council to help meet some of their stormwater quality obligations under the VPP. Council use the funds to construct and maintain stormwater management assets and works in another location within the municipality (not on the developer’s private land). These assets ‘offset’ the stormwater quality impacts from the development off-site. 
Stormwater quality offsets can be used by developers to achieve the following stormwater requirements off-site, as a general principle:
· 80% retention of typical urban annual suspended solids load (TSS)
· 45% retention of typical urban annual total phosphorus (TP) load 
· 45% retention of typical urban annual total nitrogen (TN) load. 
The following stormwater requirements must be met on-site, as a general principle: 
· maintain flow discharges for the 1.5-year Average Recurrence Interval (ARI) at pre-development levels
· minimise the impact of chemical pollutants and other toxicants in stormwater runoff (under 53.18-4 W1) 
· other requirements defined by council within the planning permit.
[image: ]Figure 1: Stormwater offset application process
[bookmark: _Ref75272671]Figure 1 shows how the stormwater offset application process works in practice. Under the approach shown:
Applicants discuss their stormwater requirements with the council, as the relevant drainage authority. 
Applicants can meet their stormwater quality requirements in one of the following ways:
Option 1 – Install stormwater treatment measures on-site in that meet the stormwater requirement.
Option 2 – Install some stormwater treatment measures on-site that meet stormwater requirements, partially or fully meeting the stormwater quality provisions. Additionally, provide a payment to the council’s offset scheme to make up the balance of the development’s stormwater quality provisions.
Option 3 – Make a 100% payment to the council’s offset scheme if this option is provided by council. 
Funds raised through the scheme are then used for council-managed projects that deliver equivalent or higher stormwater management benefits than those required by the VPP. 
[bookmark: _Toc128751523][bookmark: _Toc130206495][bookmark: _Toc132117298]In Greater Melbourne, several councils (including the City of Kingston, the City of Moonee Valley, and the Mornington Peninsula Shire) have introduced stormwater offset schemes, and several other councils are in the process of establishing schemes. Melbourne Water also operates a stormwater offset scheme which councils may refer development applications to, if they are within a Development Services Scheme and/or councils do not operate their own stormwater offset scheme.
[bookmark: _Toc141119033][bookmark: _Toc158577253][bookmark: _Toc158726278]

[bookmark: _Toc158733240][bookmark: _Toc198192440]What do stormwater offset schemes allow?  
It is important to be clear on what stormwater offsets let applicants and councils do, and what they don’t. General principles of stormwater offset schemes include that they:
	[image: ]
	Allow applicants to meet their stormwater obligations by making a payment to the offset scheme. 

	[image: ]
	Allow councils discretion about how applicants meet their stormwater obligations. As discussed later in this guidance, stormwater offsetting may not be appropriate in all applications. As the referral authority, councils retain the right to determine how applicants meet their stormwater obligations on-site and off-site through conditions within the planning permit. 

	[image: ]
	Allow councils to offer offsets to all development types. The requirements apply to residential subdivision and apartment developments, all commercial and industrial subdivisions and developments, all public use developments, and all residential multi-dwelling developments. Exemptions are identified at VPP s53.18-1.

	[image: Badge Cross with solid fill]
	Do not remove or reduce applicants’ stormwater obligations as contained in Victoria Planning Provisions. Stormwater offsets simply provide another way for applicants to meet some of their obligations. This is an important point. Stormwater offsets are not a licence to pollute.

	[image: Badge Cross with solid fill]
	Do not allow applicants to offset other compliance obligations off-site, including their GED. Under the GED, developers are expected to reduce the risks of all potential stormwater pollutants including those in the BPEM, so far as reasonably practicable on-site. Stormwater requirements other than the stormwater quality obligations under BPEM, such as those to reduce the risk of flooding, or to minimise the impact of chemical pollutants and other toxicants in stormwater runoff, remain as per the conditions within the planning permit and must be met on-site.

	[image: Badge Cross with solid fill]
	Do not allow applicants to offset site management compliance obligations during the construction stage. These sedimentation and contamination obligations remain as per the conditions within the planning permit and other requirements and must be met on-site.
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[bookmark: _Toc158726279][bookmark: _Toc158733241][bookmark: _Ref72573269][bookmark: _Toc198192441]Setting up a stormwater offset scheme
The key steps in setting up a stormwater offset scheme are outlined in this section. Appendix 1 includes further detail and resources. 
Key steps that will assist councils to establish a stormwater offset scheme are shown in Figure 2. Each step is explained in further detail in the technical guidance in Appendix 1. 
The Victorian Government encourages councils that are establishing a stormwater offset scheme to use the processes and resources provided in this guidance document. This will ensure there is a consistent and transparent approach to stormwater offsets across councils in Victoria.
A good first step to setting up a scheme includes speaking with people from councils that already have established schemes. A key learning from the councils that have already implemented these schemes is that it is very important to involve the following people at every step along the way:
Council planners working with developers and granting permits 
Council staff working in water sensitive urban design (WSUD) delivery
Councillors, particularly early in the planning process.
A collaborative approach ensures council officers and developers understand the detailed operational aspects and constraints of the scheme and have confidence in it. It also helps ensure the various planning, environmental, engineering, and administrative departments within each council have buy-in and can work together towards the same shared project outcomes.  
[bookmark: _Ref166492674]Figure 2: Key steps in setting up stormwater offset schemes in Victoria
[bookmark: _Toc75513025][image: ] 
[bookmark: _Toc141119036][bookmark: _Toc158726280][bookmark: _Toc158733242][bookmark: _Toc198192442]Technical guidance on designing a stormwater offset scheme
Councils who follow the technical guidance in this section will find it easier to administer their schemes. Applicants who are engaging with different councils will find the consistency of approach beneficial. Following this guidance also means that councils can adapt their schemes in similar ways in line with any further regulatory developments. 
The content of this section is technical and assumes some understanding of offsetting and offsetting principles. It is provided for council staff implementing stormwater offset schemes and those who may be supporting them. 
[bookmark: _Ref75361893][bookmark: _Ref75361898][bookmark: _Toc128751527][bookmark: _Toc130206499][bookmark: _Toc132117302][bookmark: _Toc141119037][bookmark: _Toc158726281][bookmark: _Toc158733243][bookmark: _Toc198192443]Eligibility
Eligibility defines who can apply for stormwater offsets, and what can be offset. 
[bookmark: _Ref135245693]Development applications that are eligible
All development applications required under the VPP must meet current best practice performance objectives for stormwater quality as contained in the BPEM. Those projects that are required to submit a planning application to council (as the referral authority) should be eligible to apply to council for stormwater offsets. These development applications include: 
· residential subdivision (56.07)
· apartment (55.07-5)
· residential multi-dwelling (55.03-4)
· non-residential commercial, industrial, and public land subdivision (53.18-4 W1) 
· non-residential commercial, industrial, and public land building and works (53.18-4 W2).
[bookmark: _Ref188953715]Development applications that are ineligible
Developers are ineligible to apply for stormwater offsets in a council area if:
Melbourne Water is the Referral Authority. Councils may refer Section 52 and Section 55 applications to Melbourne Water if they are triggered by the relevant planning scheme, or if the development is part of a Melbourne Water drainage scheme – also sometimes referred to as a 'development scheme' or 'development services scheme'. Councils can use Melbourne Water’s drainage scheme map to find out if a development is part of a Melbourne Water drainage scheme. If a development proposal falls within a Melbourne Water drainage scheme area, it will be subject to the conditions of that scheme. If that scheme includes Stormwater Quality (SWQ) contributions - and the developer meets those contributions or carries out equivalent works to the satisfaction of Melbourne Water - then the SWQ provisions in the Planning Scheme will be deemed to be met by council.
The application is for a development outside of the council boundaries. In this case the Referral Authority is the council where the proposed development is located. 
The developers want to offset stormwater impacts during construction. Construction phase stormwater requirements cannot be offset. Clause 65 (Decision Guidelines), 56.08-1 C26, 53.18-3 W3 provide requirements for managing stormwater during the construction phase. 


Development applications where offsets are not applicable 
Stormwater quality offsets are not applicable for developments that are exempt from meeting BPEM requirements. These include:
Vacant land subdivisions. Vacant land subdivisions are currently not included within Clause 53.18. Therefore, vacant lot subdivisions are not automatically included within stormwater offset schemes. See Box 2: Vacant land subdivisions for more information. 
Single lot residential developments. 
VicSmart applications.
An application to construct a building with a gross floor area not exceeding 50 square meters. 
Applications to alter a building resulting in an increase in impervious surface area of less than 50 square meters.
An application lodged before the approval date of Amendment VC154. 
Areas where it can be demonstrated that previous arrangements or contribution payments, appropriate to the type of subdivision or development now taking place, have been made to council.
 
	Box 2: Vacant land subdivisions
As noted above, vacant land subdivisions are currently not included within Clause 53.18 of the VPP. Therefore, vacant lot subdivisions are not automatically included within a council’s offset scheme. 
Vacant lot subdivisions are currently covered under Clause 56. Under the current process, developers have the option to offset vacant lot subdivisions through the Melbourne Water in-lieu scheme if they are located within Melbourne Water’s area of operations. 
Developers may also choose to provide stormwater treatment on site at the time of development if the type of development is known. If so, the proposed future stormwater quality treatment on lot is agreed with council through a Section 173 agreement. Through this agreement, the stormwater quality requirements that are to be built on site are included on the title as a condition. 
The key issue arising from this is that development applications to construct a building, or construct or carry out works associated with one dwelling on a lot, are not included in Clause 53.18. This means that, after the subdivision application is approved, development applications for one dwelling on a lot will not be included within Clause 53.18 unless it is captured through Clause 56 at time of subdivision and included as a condition on the title. 
The other challenge in including vacant lot subdivisions is that there is no certain way of knowing the planned development at time of subdivision and therefore no accurate indication of the additional impervious area. 
Several Victorian councils have investigated approaches for including vacant lot subdivisions within their offset schemes. Options available to council include : 
· Analysing the number of subdivision applications that result in development applications for one dwelling on a lot. This will inform whether there is merit in including vacant lot subdivisions within the in-lieu scheme and amending the process accordingly, or
· If there is a significant number of these applications, councils could seek to establish a separate in-lieu fee. This fee could be based on the total area of subdivision and the relative density ratio of new subdivision developments in the council area. Melbourne Water also publishes density ratios used for calculating developer charges. These could be used by council if council density ratios are not available. 





[bookmark: _Ref135301393]Council discretion 
	Council discretion: As a general principle, council retain the right to refuse applications for stormwater offsets. 

	Council discretion, part offset: As a general principle, council retain the right to offer developers a partial offset, i.e., developers must meet some stormwater quality compliance on-site and can offset the remaining part. 



Council can determine the extent of the offset offered to a development applicant. Council’s Statutory Planning Department should assess applications for stormwater offsets, taking into consideration a range of stormwater management requirements as part of the overall planning considerations.
Council can offer offsets up to a maximum amount of 100% of the stormwater compliance requirement in the Council Planning Permit conditions. Offsetting 100% of on-site obligations should only be approved by a council where it is considered appropriate. For instance, where on-site stormwater treatment measures are not possible due to on-site constraints such as insufficient land area, or there are insufficient demands available for rainwater tanks.
The maximum amount should be determined by the council based on the local context and it may differ across the municipality. These amounts should be clearly outlined as part of any relevant IWM Plan prepared for the municipality and, where possible, be identified through local planning policy and mapping within each municipal planning scheme.
In assessing applications for stormwater offsets councils should have regard to, as general principles: 
· The EPA hierarchy for controlling hazards and risks for managing stormwater runoff under the Urban Stormwater Management Guidance (2021). 
· Whether the offset application is for a development in an area of high environmental priority (see Box 3). 
· Characteristics of the development site, such as:  
· the size of the development 
· whether on-site BPEM compliance is technically possible
· the cost-effectiveness of on-site solutions, for example rainwater tanks (see Box 3) 
· evidence from relevant investigation reports, preliminary designs, engineering calculations and preliminary costings. 
· the likelihood that on-site measures will contribute to stormwater quality control over the full timeframe the developed impervious area will be in place.
· Opportunities for off-site council provision of stormwater offsets, and the equivalence of these (see section 5.2.3 for more details). 

	[bookmark: _Ref130206155]Box 3: Identifying the environmental priority of receiving waterways, and the appropriateness of offsets
In the Greater Melbourne area, Melbourne Water’s Healthy Waterways Strategy 2018-28 identifies stormwater and other areas of higher environmental priority. Councils can use the Healthy Waterways mapping tool to identify the environmental priority of receiving waters in a council area (see Figure 3: Healthy Waterways Strategy 2018-28 interactive mapping tool). Councils should consult with Melbourne Water when considering setting up stormwater offset sites or permitting stormwater offsetting in areas of high to very high ecological condition. Stormwater offsetting may be unsuitable for these areas. 
In the rest of Victoria, consult with the local Catchment Management Authority to identify the environmental priority of receiving waters using the map on this page. 


[bookmark: _Ref75162471][bookmark: _Toc128751528]Figure 3: Healthy Waterways Strategy 2018-28 interactive mapping tool 
[image: ]

	Box 4: Rainwater tanks as cost-effective onsite solutions
For many residential developments, a rainwater tank is likely to be a feasible on-site solution that achieves a certain amount of the stormwater quality objectives by being plumbed to the garden, toilets and laundry. It will also achieve broader benefits than stormwater quality, including stormwater flow reduction and saving drinking water. 
Rainwater tanks can provide greater security in times of water shortages and are exempt from the Victorian Government’s Permanent Water Use Rules. 


[bookmark: _Toc158726282][bookmark: _Toc158733244]
[bookmark: _Toc198192444]Additionality, permanence and equivalence
The Victorian Government expects that councils will be able to show that their stormwater offset schemes are additional and achieve permanence and equivalence.  What this means is councils should be able to:
· Demonstrate how the offset funds are used to invest in ways that are clearly additional to the business-as-usual level of investment in stormwater management that would have occurred if offset funds were not available. This is referred to as  additionality.
· Demonstrate that the stormwater offsets will operate for at least as long as the stormwater impact lasts. This is referred to as permanence. 
· Demonstrate that the target outcomes being managed through Stormwater offset schemes are equivalent to the obligations for managing nitrogen, phosphorus and suspended solids that councils take on by receiving stormwater offsets from applicants. This is referred to as equivalence and is explained in detail below. 
We explain each of the main principles in detail below. 
[bookmark: _Ref135244261]Additionality 
	Additionality: as a principle, councils must be able to demonstrate how the offset funds are used to invest in ways that are clearly additional to the ‘BAU’ level of investment in stormwater management that would have occurred if offset funds were not available. 


Additionality is a key offsetting principle. Off-site stormwater assets provided through offsets must be additional to:  
council’s business as usual (BAU) approaches
compliance with other statutory requirements and regulations, e.g. the general environmental duty (GED), and other planning regulations 
agreed to under other schemes or land management obligations.
The Victorian Government recognises that offset schemes can be at risk of cost-shifting. Sometimes, funds originally targeted for stormwater management and WSUD investments are reallocated away from these investment areas in anticipation that stormwater offset money will be used instead. 
The Victorian Government expects councils to demonstrate the Principle of Additionality and the ways that they are minimising risks of cost-shifting. Councils can use tests to show that proposed stormwater offset projects are additional. 
	Box 5: Additionality test
To be considered additional, an offset project must meet the legal and regulatory additionality test: 
Legal and Regulatory Additionality Test: Does the stormwater management project need to be implemented to achieve compliance with environmental regulation, laws or other council compliance obligations? If so, it cannot be considered additional.
It must then meet at least one of these tests: 
Investment Test: Would the project go ahead without the stormwater offset requirement or funds? If so, the project cannot be considered additional. The obligation taken on by council through receiving stormwater offset funds from applicants is a decisive reason for considering a project to be additional.  
OR 
Barriers Test: Are there any non-financial barriers to implementation, such as local resistance, lack of know-how or institutional barriers? If so, the project cannot be considered additional. To be considered additional, the stormwater project must succeed in overcoming the non-financial barriers that the BAU alternative would not have faced.  




Strategies for demonstrating additionality could include:
Identifying a portfolio of WSUD investments that will only be invested in using stormwater offset funds. This approach attaches the Principle of Additionality to a specific portfolio of projects and satisfies the investment test. These projects could be included in a council Integrated Water Management (IWM) Plan or similar document. 
Demonstrating how councils are meeting Legal and Regulatory requirements through projects not funded by offsets. This approach includes showing a commitment to providing adequate funding of maintenance and renewal of compliance assets. This helps to show that offsets satisfy legal and regulatory additionality.
Demonstrating how individual projects receive funding from multiple offset payments. Councils can also show how each offset payment contributes towards compliance outcomes. This shows investment and legal and regulatory additionality.
Importantly: 
Councils can achieve additionality when they blend offset funds with other funding sources. For example, if a council wants to build a large, constructed wetland in a council owned park, then the council can combine the offset payment with other funding sources. 
To achieve additionality in this situation, councils need to show:  
1. the amount of offset money that is going towards the development 
2. how much BPEM compliance is being achieved through the offset contribution 
3. that the wetland is additional to what would have happened under a BAU level of investment – i.e. the offsetting obligation and the offset funds were a decisive reason for implementing the stormwater management project. 
Councils can achieve additionality by investing in planned WSUD investments using offset funding. For example, if a council has an IWM Plan with proposed capital works, it can use offset funds for these projects, so long as it shows that: 
1. the offset is accelerating or bringing forward the planned WSUD investment, so that the offset funds and the offsetting obligation were a decisive reason for implementing the stormwater management project earlier than planned 
1. council will construct additional stormwater treatment assets to what they had planned under the IWM Plan if the offsets were not being received. In this case, council must show the total investments that are in the IWM Plan plus the additional investment required for council to address offsetting the stormwater quality obligations that were unable to be delivered by the developer on-site. 
Permanence
	Permanence: as a principle, stormwater offsets should operate for at least as long as the stormwater impact generated by the offset impervious area. Generally, this means assuming the stormwater impact is permanent.


Permanence is a key offsetting principle. It describes the intention for an asset to last at least for as long as the stormwater quality impact it is offsetting. In most cases, the duration of a stormwater impact will be either permanent or not explicitly known. The default assumption is that stormwater impact is permanent, and therefore any stormwater offset provided should be permanent as well. 
Note that an offset provided by council can be relocated to another site if needed. For example, a council may shift their offset from site A to site B if: 
· site A is under-performing against expectations.
· site A needs to be retrofit.
· an alternate asset is constructed. 
[bookmark: _Ref79656034]Equivalence 
	Equivalence: as a principle, stormwater offsets should be at least environmentally equivalent to managing the stormwater quality impact where it occurs.


Equivalence is a key offsetting principle. There are three key forms of equivalence, and the Victorian Government encourages councils to seek to achieve all three key forms when approving offsite offset projects. 
The three forms of equivalence are: 
Outcomes. The outcomes achieved from offsetting the impact of stormwater from a development site should be equal to or better than if the impact was managed at the development site. 
Location. The amount of stormwater impact that is offset should include consideration of the different outcomes that are delivered by offsetting the impact in a different location to where it is created. This is particularly relevant in highly stormwater sensitive catchments (see Box 3).
Timing. Stormwater offset works delivering the required outcomes should be provided in advance of, or concurrently with, the impacts of increased stormwater runoff. 
The Victorian Government does not expect offset schemes to use the equivalence ratios that are used in other jurisdictions for other schemes, such as wastewater offsets. If, over time, many Victorian councils start using offset schemes, this guidance may evolve into a more complex framework that uses equivalence ratios. 

5.2.3.1 Outcomes 
The stormwater quality objectives specified in BPEM include: 
· total suspended solids (TSS)
· total phosphorus (TP) 
· total nitrogen (TN) loads. 
The outcomes delivered via stormwater offset schemes should therefore reflect the TSS, TP, and TN obligations that councils take on by receiving stormwater offset contributions from applicants. To determine outcome and its equivalence, councils may consider modelling tools such as: 
· the Model for Urban Stormwater Improvement Conceptualisation (MUSIC) software
· BlueFactor STORM calculator 
· Melbourne Water’s STORM calculator.
Whatever tool is used, its results must assist the council to quantify the TSS, TP and TN runoff requirements that applicants need to mitigate to achieve compliance with the council’s stormwater objectives. These results can also provide the basis for councils to know what they need to offset to achieve outcome equivalence. 
Outcomes considered when assessing the ‘outcomes equivalence’ should be broader than stormwater quality. For instance, a rainwater tank on a residential development will deliver stormwater flow reduction and drinking water savings for the catchment. If this residential development requests to completely offset their stormwater quality requirements, consideration should be given to if and how the stormwater flow and drinking water savings could be delivered as part of the offsetting arrangement. For example, could the offset contribution go towards a wetland (which offsets the stormwater quality objective) that is also used to irrigate open space (thereby providing stormwater flow and drinking water benefits)? 
5.2.3.2 Location 
Where stormwater offsets are located is instrumental to the outcomes they deliver. In some catchments or sub-catchments, there will be an opportunity to deliver equivalent or better stormwater outcomes and co-benefits by locating offsets outside the area where the stormwater impact occurs. In other areas, equivalent or better stormwater outcomes and co-benefits may be best achieved by locating the council offsets close to where the stormwater impacts occur. 
Some areas have a higher priority than others for improvement. The Victorian Government Guidance explains the way that councils should consider these priorities to achieve the Principle of Equivalence.  
Councils can consider the way that offsetting stormwater catchments in lower priority areas could be shared across multiple catchments. Offsetting can occur in catchments of equivalent or higher waterway priority (so called ‘trading up’), or in the areas where the impacts and co-benefits of the offset investments are greatest. 
5.2.3.3 Timing 
Stormwater offsets should be provided in advance of, or concurrently with, the impacts of increased stormwater runoff. This is to ensure that the offset provides the benefit at the time of additional stormwater runoff. Allowance must be made for establishment of planting post construction for an asset to become effective.
Councils can achieve timing equivalence by: 
Establishing a ‘bank’ of stormwater offsets by constructing one or more stormwater assets flagged as offset assets. A council can make an upfront investment from its own funds to establish such a bank. Money could then be credited against the bank to pay back the original construction and operating costs.
Rehabilitating or improving existing stormwater assets for example, a wetland could be retrofit to improve stormwater quality treatment performance compared to its original design. This may result in lower investment costs than constructing new assets. 
Staging the delivery of offset projects to reduce the time between when offset money is received and sufficient funds are available to construct the stormwater offsite assets. For example, a wetland development could be staged to scale up as funds are received over time.
[bookmark: _Toc128751529][bookmark: _Toc130206501][bookmark: _Toc132117304][bookmark: _Toc141119039][bookmark: _Toc158726283][bookmark: _Toc158733245][bookmark: _Toc198192445]Implementation 
[bookmark: _Ref75512510]This section outlines the key implementation principles the Victorian Government expects from a stormwater offset scheme. 
[bookmark: _Toc158733246]Offsetting works/assets
	Offsetting works/assets: For all council stormwater offsetting works/assets, council must demonstrate an engineering approach for designing, constructing, evaluating, and monitoring the Council offset work/asset. 


Council stormwater offset projects must be designed and maintained to ensure there are no unintended consequences, such as increased flooding impacts. Councils must also have contingency plans in place in the case that an offset site fails. Design of stormwater offset assets should generally be in accordance with the following, as appropriate:
relevant local council WSUD Guidelines
Melbourne Water standards and specifications including for constructed wetlands, biofiltration systems, and constructed waterways. 
MUSIC Modelling Guidelines.  
Delivering broader benefits from offsetting works 
Where possible, council offset schemes should aim to contribute to water outcomes broader than just the stormwater quality objectives. For instance, the EPA Urban Stormwater Management Guidance (2021) outlines the risk that stormwater volumes pose to the values of waterways and bays. While stormwater volume reduction is not expressly required under BPEM, the latest science clearly acknowledges the risk that stormwater volumes pose. Council scheme assets should therefore aim to reduce stormwater volumes where feasible. Council scheme assets should also aim to contribute to urban water security by reusing stormwater (e.g. for irrigation of public open spaces). 
Figure 4 provides an example of a council asset which provides stormwater quality, stormwater volume, and water security benefits by treating stormwater in a sediment pond and wetland, which is harvested and reused to irrigate public open space. 
	Broader benefits: Councils should prioritise investments in offsetting assets that contribute to broader water related benefits, in particular water security and stormwater flow reduction. 


Figure 4: Stormwater harvesting for public open space irrigation
[image: ]
Source: Cooperative Research Centre for Water Sensitive Cities 
[bookmark: _Ref75442055]Funding policy
As stated in the Victorian Guide to Regulation,[footnoteRef:2] general Victorian government policy is that fees and user charges should be set on a full cost recovery basis because it ensures that both efficiency and equity objectives are met.  [2:  See Section 3.2.13 of the Victorian Guide to Regulation.] 

	Full cost recovery: Offsets should recover the full lifecycle cost of offsets provided, at a minimum.


Full cost recovery means that stormwater offsets should recover, at a minimum: 
· all development and construction costs incurred by council for the off-site project
· all ongoing maintenance and operation costs
· all additional costs to council associated with running the stormwater offset funding mechanism
· a rate of return of capital so this can be used for asset renewal and to cover risk, and to repay any debt financing costs.
Depending on the availability of alternative funding sources (such as the council budget or external funds), council stormwater offset projects may be partly or fully funded by the Offset scheme.
Full cost recovery promotes the efficient allocation of resources by sending the appropriate price signals about the value of all the resources being used in the provision of government goods, services and/or regulatory activity. 
All Offset scheme now running in councils in Victoria are achieving full cost recovery. All council schemes are priced above the lifecycle cost to council to implement, and below the average cost to developers on-site. This pricing approach builds in a buffer for councils in case project budgets overrun, or if assets underperform and need to be modified. All council schemes also allow for periodic review. 
[bookmark: _Ref75441979]Offset financial contribution basis
The financial contribution basis is what the developer pays for when they pay an offset. The Victorian Government recommends Victorian councils use Total Untreated Impervious Area (TUIA) as the offset financial contribution basis. 
Figure 5: shows how this is shown as impervious area on a STORM or MUSIC modelling report. 
Figure 6: shows an example of how councils use the STORM and MUSIC rating to convert the total impervious area to TUIA to calculate offset payments.
	Offset financial contribution basis: Total Untreated Impervious Area (TUIA) should be used as the basis of the offset fee. Using untreated impervious area means councils can change the underlying fee calculation without having to change the financial contribution basis. 

	Offset financial contribution basis unit of measure: Councils should have a single financial contribution basis unit of measure for all eligible developments, preferably per square meter. This reflects the principle that a square meter of impervious area has the same impact irrespective of the development type. 

	Offset financial contribution basis uniform rate: As part of developing the fee schedule, councils should determine whether a uniform per square meter financial contribution basis is appropriate, given it is simpler for developers to understand and for council to implement.  



Using TUIA, as compared to other metrics such as kilograms of nitrogen (TN kg), has several advantages for council, including: 
The basis of the calculation remains the same. The basis of the financial contribution does not need to change if the underlying basis for calculating the contribution does. For example, if a council decides to change how it calculates the fee the financial contribution basis would not change – i.e. developers would continue to pay for TUIA. 
Consistency across councils can be achieved. If all councils use a TUIA per square meter financial contribution basis – for example, using a consistent measurement basis from STORM and MUSIC reports – the approach is more accessible to developer applicants. 
The toolkit of resources includes a calculator that councils can use to calculate Total Untreated Impervious Area (TUIA). Access the resources here.

[bookmark: _Ref74585305]Figure 5: Example impervious area (m2) in a BlueFactor STORM Report
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[bookmark: _Ref79662869]

Figure 6: Example of how untreated impervious area (m2) is used as the financial contribution basis for stormwater offset contribution by the City of Moonee Valley in their stormwater offset purchase agreement.
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The City of Moonee Valley stormwater offset purchase agreement is available to download here. 

Offset fund management
	Offset fund management: Funds collected and administered must be managed in accordance with financial management (Part 7) and planning and accountability (Part 3) requirements of the Local Government Act 1989. All money in the account must be used solely for the provision of WSUD infrastructure investments and maintenance assets.[footnoteRef:3] [3:  Central and Gippsland Region Sustainable Water Strategy Actions 5.1 and 5.5. 
Use diverse water sources to protect public spaces (5.1)  and Improve stormwater management for greener environments and healthier waterways (5.2).] 



All offset contributions received by council must be held in a specific interest-bearing reserve account. Funds collected and administered must be managed in accordance with the financial management (Part 7) and the planning and accountability (Part 3) requirements of the Local Government Act 1989. 
All money in this account must be used solely for the provision of stormwater offset infrastructure investment, operation, and maintenance. Councils must establish an audit process to validate items that are being drawn from the reserve.
[bookmark: _Ref188954070]Monitoring, evaluation, reporting and improvement framework 
	MERI public disclosures: Council schemes should develop public facing offset registers, showing offsets committed and delivered. Preferably this will be spatial data showing the location of offset projects, and the (approximate) location of the developments where offset payments have come from. 

	Victorian Government Guidance, MERI performance verification: As part of MERI, councils should undertake selected asset performance verification to show that the offset obligation is being delivered. This should be conducted by an independent third party. Since it is not practical or cost-effective for performance to be measured for all assets, the selected assets should be used as reference sites to demonstrate that, where assets are appropriately maintained, similar performance can be expected from other assets with similar design and construction.

	MERI offset review: Councils should commit to a schedule for reviewing their offset mechanisms. 


Councils must report on stormwater offset expenditure and related activities and outcomes. Reporting will provide a valuable method of engaging with the community and other stakeholders on improvements made to local stormwater management.
As part of implementing Offset schemes, councils should set up quality assurance and reporting processes to demonstrate value for money and the achievement of objectives that could potentially link to existing performance monitoring processes. 
All councils offering offsets should contribute towards a collective program of reference sites. This may be either through establishing and monitoring one or more sites or contributing towards a broader program to support other Councils providing reference sites.
Our recommendation is that councils review their offset scheme every 18 months in the first three years of operation. The review should include:  
· offsets committed and achieved 
· each offset’s performance against the Principle of Equivalence 
· an evaluation of participation rates
· an evaluation of why applicants are participating and why they are not
· a review of constructed asset performance. 
[bookmark: _Ref135244799][bookmark: _Toc141119040][bookmark: _Toc158726284][bookmark: _Toc158733247][bookmark: _Toc198192446]
Appendix 1: Steps in setting up stormwater offset schemes
There are 10 key steps to setting up a council run offset scheme. This section includes further detail on each of those key steps, as well as useful resources available. 
This Appendix should be read in conjunction with the content of this document, particularly Chapters 4 and Chapter 5. 
[bookmark: _Toc141119041][bookmark: _Toc158726285][bookmark: _Toc158733248]Early Engagement 
	Consult with a cross-section of the local development industry early to inform, clarify and manage expectations of the proposed scheme. It is also important to receive developer feedback on suggested contribution rates (and associated likely buy-in), to understand likely participation levels, and identify support needed for adoption.

	If necessary, raise local community awareness about the importance of council projects to secure their willingness and acceptance. Large-scale council WSUD projects are usually more cost-effective for removing stormwater pollutants than small-scale on-site systems. The community receives the other benefits that WSUD assets provide including passive irrigation and urban cooling. Often, it’s easy to garner support if a community is closely connected to a significant waterbody such as a river, lake or the sea.[footnoteRef:4] [4:  https://watersensitivecities.org.au/wp-content/uploads/2020/09/200917_V3_MVCC-Stormwater-Quality-1.pdf ] 



A key learning from Victorian councils that have implemented stormwater offsets is that it is very important to engage early with:
· council planners working with developers and granting permits 
· council staff working in WSUD delivery 
· councillors early in the process. 
It is important that all these people are involved at all stages. A collaborative approach ensures council officers and developers understand detailed operational aspects and constraints of the scheme and have confidence in it. It also helps ensure the various planning, environmental, engineering, and administrative departments within council (as well as partner agencies, such as water corporations) have buy-in to the process and can work together towards the same project outcomes.[footnoteRef:5] [5:  https://watersensitivecities.org.au/wp-content/uploads/2020/09/200917_V3_MVCC-Stormwater-Quality-1.pdf ] 

Early engagement is fundamental to ensuring successful development of the offset scheme. Early internal and external engagement should be considered. 
As an early step, council may consider consulting with developers and external stakeholders about introducing an offset scheme. This enables council to test initial appeal and confirm anecdotal information on whether an offset scheme would have appeal.
Consultation with Victorian councils that have established stormwater offset schemes already will also be of benefit. Information about suitable approaches and lessons learned can be incorporated into the process.
[bookmark: _Toc141119042][bookmark: _Toc158726286]
[bookmark: _Toc158733249][bookmark: _Toc158986451][bookmark: _Toc188954837][bookmark: _Toc198192447]Step 1: Define the eligibility criteria 
	Eligibility criteria: Refer to guidance in Section 5.1 (Eligibility) of the body of this document.  


Councils should develop draft eligibility criteria early on. Section 5.1 in the body of this document provides guidelines for determining eligibility. 

[bookmark: _Toc141119043][bookmark: _Toc158726287][bookmark: _Toc158733250][bookmark: _Toc158986452][bookmark: _Toc188954838][bookmark: _Toc198192448]Step 2: Identify off-site solutions 
	Identifying off-site solutions and cost effectiveness: To develop an offset scheme, councils need to identify and prioritise council managed stormwater asset opportunities. This should ultimately be refined into a recommended program of works. The recommended assets must be supported by a concept design considering risks and constraints, MUSIC modelling and lifecycle costs. It is essential that councils invest adequate time, funds and research to determine the location of these assets.


Strategic planning to identify the key stormwater treatment asset site opportunities across a municipality is an important step in setting up a council offset scheme. 
Opportunity identification is based on site feasibility, with potential stormwater management sites prioritised accounting for the asset’s life cycle costs and their ability to deliver multiple beneficial outcomes (such as, waterway improvement, water supply security, urban greening, enhanced liveability, etc.). 
This strategic planning is an important and robust method of estimating the financial costs to council of operating Offset scheme, as well as transparency on how the offsets will be invested to deliver enhanced community and urban design outcomes. 
The prioritised stormwater management assets should be developed by assessing:
Site identification: Consider factors such as available treatment area, catchment flow volumes, proximity to drainage and site slope.
Opportunity and feasibility assessment: Include concept design of functional components considering optimal sizing to balance catchment yields, available treatment footprint and reuse demands. This assessment must also consider opportunities for integration, site constraints including contamination, services, flooding and competing demands.
Screening of opportunities by council staff: Take local knowledge and considerations into account.
For screened-in options, evaluating the capital cost: Include the cost of the land where applicable, along with annual operating and maintenance costs, and the useful life of the asset/s.
For screened-in options, evaluating the stormwater metrics achieved: Include flow volume, baseflow, the volume of stormwater harvested for reuse and, where applicable, the stormwater quality treatment metrics achieved (TSS, TP and TN).
Review of screened-in projects by council and stakeholders: Review for prioritisation and selection of projects to form the capital works program. 
Further development of priority projects to at least functional design: Include further studies, such as survey and services proving geotechnical and cultural heritage aspects as well as community consultation.
Ideally the above approach should include iteration of the opportunities and priority projects through consultation with stakeholders.
As shown in Figure 7, the toolkit includes a sample spreadsheet for assessment of: 
· council offset asset opportunities
· preliminary estimation of pollutant load
· reuse and cost assessments included in the toolkit. 
Access the resource here.
The box below lists principles that councils should adopt when identifying, designing and prioritising assets in a council offset works program.



	Box 6: Principles that councils should adopt for identifying, designing, and prioritising assets in a council offset works program
All assets should be designed in accordance with water sensitive urban design (WSUD) principles (Victoria Stormwater Committee, 1999) and should aim to:
· Protect natural systems
· Reduce runoff volumes and peak flows
· Protect water quality
· Reduce potable water demands
· Integrate stormwater into the landscape
· Add value while minimising costs to deliver the greatest overall benefit to the community.
Offset opportunities must be designed in accordance with relevant guidelines including:
· Wetland Design Manual (Melbourne Water, 2018)
· Biofiltration systems in development services schemes guidelines (Melbourne Water, 2020)
· MUSIC Modelling Guidelines (Melbourne Water, 2018)
A functional design including survey and services proving as well as appropriate geotechnical and other relevant studies is recommended for selected priority assets forming the adopted program of capital works.
Comparison should be made to identified ‘reference’ monitored sites to confirm likely performance outcomes of proposed council assets. Site constraints and risks must be assessed and considered. Where uncertainties exist, further investigation is recommended. Cost effectiveness assessment to follow best practice approaches including consideration of the full life cycle and application of an appropriate discount rate, span of analysis and expected lifespans of assets.


[bookmark: _Ref75440767]
Figure 7: Example council offset asset opportunity summary from prioritisation resource 
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[bookmark: _Toc141119044][bookmark: _Toc158726288][bookmark: _Toc158733251][bookmark: _Toc158986453][bookmark: _Toc188954839][bookmark: _Toc198192449]Step 3: Estimate demand by development type and region
	Estimating demand for offsets: Forecast demand for offsets using a range of opt-in assumptions. This will allow councils to understand how quickly off-site measures may be constructed under a range of opt-in scenarios. 


The likely demand for an offset scheme can be estimated by developing a forecast of the expected new development within the council. Existing council strategies and Victorian Government information can be used to develop the forecast demand. These are listed below: 
Council Development Contribution Plan
Council Housing and Settlement Strategy
Victoria in Future – State Government of Victoria Land use and population research
Councils should conduct sensitivity analyses on demand forecasts to understand a range of possible offset compliance and fund inflow scenarios. As part of this, councils new to the process could consider speaking with councils who have already implemented Offset schemes to understand: 
the demand forecasts they developed when planning the schemes
the actual take-up of offsets since the scheme started
what is driving demand. 
Access the resource here. 

[bookmark: _Toc141119045][bookmark: _Toc158726289][bookmark: _Toc158733252][bookmark: _Toc158986454][bookmark: _Toc188954840][bookmark: _Toc198192450]Step 4: Evaluate cost effectiveness and calculate offset financial contribution price
	Financial contribution basis: Refer to section 3.2 in the body of this document. Full cost recovery, offset financial contribution basis, set with regards to minimum. 


A basic premise of an offset scheme is that some applicants’ stormwater quality treatment obligations can be delivered more cost-effectively via off-site council assets than via on-site stormwater treatment. 
Sections 5.3.3 and 5.3.4 in the body of this document set out the Victorian Government’s guidance on funding policies and the basis. 
It is also prudent for councils to include contingency allowances in costing council assets, given council assets may not perform as expected, or may need rectification. 
To set a price for offsets council needs to know: 
1. What it will cost council to operate the scheme.
2. What the willingness to pay of applicants may be. 
The offset price is then set with reference to these lower and upper bounds. 
Key inputs to this activity are:
The prioritised off-site solutions identified through Step 2 (identify off-site solutions).
A representative sample of on-site development assets from development applications submitted to council. On-site cost reference points can be estimated from this sample.
How to estimate the offset fee:
The offset fee is estimated as a financial rate. The estimate is set with consideration of the range of cost for treatment where the cost of on-site treatment is the upper bound and the cost of council asset treatment is the lower bound.
In estimating the financial rate, the capital cost of on-site treatment assets is included and the annual operational cost is included as well. 
For on- and off-site costs, include the cost of land.
Council should also include relevant overhead costs for scheme administration, and monitoring and reporting where costs are incurred over and above existing processes.
The toolkit includes a sample template that councils can use to estimate the offset fee called the Offset Calculation Tool.
[bookmark: _Toc158726290][bookmark: _Toc158733253][bookmark: _Toc158986455][bookmark: _Toc188954841][bookmark: _Toc198192451]Scheme Payment Calculation for Developments:
Total impervious area of the site X
Percentage variance (100% - STORM Rating %) X
$XXXX (Stormwater offset scheme rate)
=
[bookmark: _bookmark14]$ Stormwater offset scheme payment amount
Impervious areas include:
· roofs
· roads
· driveways
· sealed paths and patios
· swimming pools and sealed surrounds
· other sealed surfaces such as tennis courts etc. 
[bookmark: _Toc141119046]
[bookmark: _Toc158726291][bookmark: _Toc158733254][bookmark: _Toc158986456][bookmark: _Toc188954842][bookmark: _Toc198192452]Step 5: Draft new stormwater compliance process and guidelines 
	Guidance for developers: Guidance should be consistent with guidance from other councils already running schemes, where practicable. 


In Step 5, councils should prepare new draft compliance processes and developer guidelines. An example of the modified internal process based on the City of Darebin offset scheme study is provided in the Toolbox: Example compliance process. 
This step enables the council project team to: 
Investigate existing processes and identify the key point where the new offset scheme will be introduced to applicants.
Gain internal clarity and agreement on current processes and proposed changes. It is important to include council planners, engineers and compliance officers in this process. 
Confirm and clarify where the council will initially communicate the options available to development applicants and confirm their approach to satisfying the stormwater quality treatment obligation. 
Clearly identify the steps in the process where council can exercise their discretion in offering the Offset scheme to applicants. 
Based on the experience of councils already running offset schemes, it is recommended that discussion about the offset scheme and options available be held early in the application process.
Once agreed, the revised internal process will be an input to designing the revised development application guidelines.
[bookmark: _Toc141119047][bookmark: _Toc158726292][bookmark: _Toc158733255][bookmark: _Toc158986457][bookmark: _Toc188954843][bookmark: _Toc198192453]Step 6: Undertake internal consultation and obtain approval from council to implement
	A council resolution should be obtained to trial the offset scheme. Councils may choose to trial the offset mechanism for a certain period of time. 


A formal council resolution should be obtained for the Offset scheme. Several Victorian councils who have already established offset schemes have chosen to approve pilots first. These pilots typically run for 2-3 years. The completion of this step ensures that there is: 
internal clarity in the proposed changes to be made by introducing the offset scheme, and
council approval is achieved in order to proceed with external consultation, with the intent to implement the scheme.
Internal consultation can be gained through the development of the offset scheme by including relevant council officers that interact with the scheme. 
Established council processes may be followed to gain council approval. The content to be included in gaining council approval may be customised to suit. Key input elements include:
Legal basis (see Section 3)
Funding policy (5.3.3), offset financial contribution basis (5.3.4), and monitoring and evaluation (5.3.6)

[bookmark: _Toc141119048][bookmark: _Toc158726293][bookmark: _Toc158733256][bookmark: _Toc158986458][bookmark: _Toc188954844][bookmark: _Toc198192454]Step 7: Undertake external consultation to seek feedback on the proposed scheme
	Victorian Government Guidance: This step is the culmination of steps 1 to 6 and enables council to communicate the proposed stormwater offset scheme with key external stakeholders. 


The Mornington Peninsula Shire stormwater offset scheme consultation page is an excellent example of how councils can engage with stakeholders and seek feedback on a proposed scheme (Figure 6). Many Victorian councils who have successfully established Offset schemes have generously indicated they are willing to share samples of stakeholder engagement contents including briefing packs on the proposed scheme, feedback survey templates and other resources. 
Relevant key stakeholders and input information is listed below.
[bookmark: _Toc158726294][bookmark: _Toc158733257]Melbourne Water
For councils in Melbourne Water’s operating area, it is important that they inform Melbourne Water of the proposed Offset scheme and seek feedback. If the existing process referred development applications to the Melbourne Water offset scheme, then the introduction of a council scheme would mean that development applications would no longer be referred to Melbourne Water.
Melbourne Water may also be interested to confirm that the Offset scheme ensures that protection for priority catchments is maintained. This should be completed as outlined in Section 5.1 in the body of this document.
[bookmark: _Toc158726295][bookmark: _Toc158733258]Councils with offset schemes
Consultation with other Victorian councils that have implemented Offset schemes may provide insights and lessons learned from their implementation that can be applied to new schemes.
[bookmark: _Toc158726296][bookmark: _Toc158733259]Development community
The development community may include developers and development planning and design consultants. Consultation with these people is key to ensuring buy-in and interest in the proposed Offset scheme from the development community. It enables council to gain an understanding of the appeal of the proposed offset scheme, the fee and revised approach from the development community. 
Key inputs to engaging with the development community include:
Rationale and alignment with Victorian Planning Policies
Eligibility (Section 5.1)
Core principles (Section 6.2)
Offset Financial contribution basis (Section 5.3.4)
Modified development application process (Step 5)
We also recommend including several worked-up examples of the stormwater quality treatment cost with and without the proposed scheme. This can be developed from past development applications.

[bookmark: _Toc141119049][bookmark: _Toc158726297][bookmark: _Toc158733260][bookmark: _Toc158986459][bookmark: _Toc188954845][bookmark: _Toc198192455]Step 8: Set up fund administration, reporting and governance
	Offset fund management: Funds collected and administered will be managed in accordance with financial management (Part 7) and planning and accountability (Part 3) requirements of the Local Government Act 1989. All money in the account must be used solely for the provision of WSUD infrastructure investments and maintenance assets to meet or exceed offset stormwater obligations transferred to council.


The contributions received by council should be held in a specific interest-bearing reserve account. When enough funds are accumulated in the reserve account, funds can be released to fund the next stormwater treatment asset. Maintenance funding will be deducted from the reserve. Council should establish an audit process to validate items are being drawn from the reserve.
Funds collected and administered must be managed in accordance with financial management (Part 7) and planning and accountability (Part 3) requirements of the Local Government Act 1989. 
[bookmark: _Ref75512157]Figure 6: Stormwater offset key stakeholder consultation 
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All money in this account will be used solely for the provision of WSUD infrastructure investments and maintenance assets. Council may choose to implement the WSUD assets in order of priority. There is no specific requirement to deliver the assets in the prioritised order though. The key is to ensure that the funds allocated are utilised to develop council-owned stormwater treatment assets that meet the stormwater quality treatment obligation that has been transferred to council through the scheme. 
Council will need to provide regular monitoring, reporting and review of the monies received and expended through a separate set of annual, audited financial statements. Council will determine the timing of these audits. These audits can occur as part of council’s other auditing requirements.

[bookmark: _Toc141119050][bookmark: _Toc158726298][bookmark: _Toc158733261][bookmark: _Toc158986460][bookmark: _Toc188954846][bookmark: _Toc198192456]Step 9: Develop a formal policy and implement the stormwater offset scheme
	Council stormwater offset policy: councils should prepare a stormwater offset policy before they commence the stormwater offset scheme.  


Upon successfully completing steps 1 to 8, the offset scheme can be implemented. 
As a general principle, Councils should establish a formal stormwater offset policy before commencing the stormwater offset scheme. The policy should describe the stormwater offset scheme’s intent, its scope, eligibility, charging basis, conditions, fund administration and expenditure, reporting and other matters. 
Key considerations when implementing a stormwater offset scheme include:
Trial or implement with review period: As discussed at Step 6, council may wish to introduce the scheme as an initial trial with provision to review at a prescribed time. This enables council to test the initial acceptance of the scheme and review performance against modelled outcomes.
Communication material and website content will need to be developed as outlined in Step 5 and Step 7.

[bookmark: _Toc141119051][bookmark: _Toc158726299][bookmark: _Toc158733262][bookmark: _Toc158986461][bookmark: _Toc188954847][bookmark: _Toc198192457]Step 10: Monitor, evaluate and report
Councils should use a monitoring, evaluation and reporting framework, as outlined in Section 5.3.6 in the body of this document. 


[bookmark: _Toc141119052][bookmark: _Toc158726300][bookmark: _Toc158733263][bookmark: _Toc198192458]Appendix 2: Frequently Asked Questions 
Q: Does opting into an offset scheme mean that my statutory obligations for stormwater management are met?
No, opting into an offset scheme does not offset other statutory obligations, such as GED under the EP Act. Under the GED, the expectation is that developers will reduce the risks of all potential stormwater pollutants, including those in the BPEM, so far as reasonably practicable on-site. See Section 2.1 Statutory Obligations.
Stormwater requirements other than the stormwater quality aspects of BPEM, such as those to reduce the risk of flooding, or to minimise the impact of chemical pollutants and other toxicants in stormwater runoff also remain.

[bookmark: _Toc158726301][bookmark: _Toc158727888][bookmark: _Toc158733264]Q: Can stormwater offset funds collected be used to rectify or upgrade existing stormwater management assets?
Yes, but only if the rectification and/or upgrading of existing stormwater management assets creates stormwater quality treatment outcomes that are additional to the ‘business as usual’ level of investment in stormwater management that would have occurred if the offset funds were not available. See Section 5.2.1.

[bookmark: _Toc158726302][bookmark: _Toc158727889][bookmark: _Toc158733265]Q: Can councils use funds raised from stormwater offsets to fund a compliance officer to resource activities not related to stormwater? 
No, stormwater offset funds should not be used to invest in activities other than those related to stormwater quality treatment. 

[bookmark: _Toc158726303][bookmark: _Toc158727890][bookmark: _Toc158733266]Q: How is the offset calculated for a dual-use basin, that is, a basin which has the capacity to act as a stormwater detention basin as well as a stormwater quality improvement basin?
Stormwater offsets are calculated with reference to the lifecycle costs of the council providing stormwater quality treatment, and with reference to the costs developers would face if they achieved their stormwater quality compliance obligations at the development site (refer to Step 4). It is important to note that the offset is calculated based on a suite of stormwater quality treatment assets across the council. This considers assets that deliver stormwater quality treatment across multiple basins. 
For multipurpose stormwater treatment assets, council should calculate the lifecycle cost on a ‘standalone basis.’ This means that council should calculate the cost of the stormwater detention basin as if it was only providing stormwater quality improvement. Doing this isolates the costs attributable to developers who have transferred their stormwater quality treatment obligation to council.  

[bookmark: _Toc158726304][bookmark: _Toc158727891][bookmark: _Toc158733267]Q: Can stormwater quality offsets only be used in areas where there is no Development Services Scheme (DSS). How can councils that have a DSS utilise the Offset scheme? 
Council stormwater offset schemes only apply in areas where a DSS does not operate – see Section 5.1.2. Councils can still operate stormwater offsets in areas outside DSS within their council area.
[bookmark: _Toc158726305][bookmark: _Toc158727892][bookmark: _Toc158733268]Q: There is a lot of vacant land subdivision occurring in some municipalities. How do councils include these developments in the Offset scheme?
Refer to Section 5.1.3. Vacant land subdivisions are currently not included within Clause 53.18 of the Victoria Planning Provision. Therefore, vacant lot subdivisions are not automatically included within stormwater offset schemes. Several Victorian councils have investigated approaches for vacant lot subdivisions within their offset schemes. Recommendations include: 
· Councils first conduct analysis to quantify the number of subdivision applications that result in development applications for one dwelling on a lot. This will inform whether there is merit in including vacant lot subdivisions within the in-lieu scheme and amending the process accordingly.
· If there is a significant number of these applications, then councils can seek to establish a separate in-lieu fee. This fee could be based on the total area of subdivision and the relative density ratio of new subdivision developments in the council area. Melbourne Water also publishes density ratios used for calculating developer charges. These could be used by councils if council density ratios are not available.

[bookmark: _Toc158726306][bookmark: _Toc158727893][bookmark: _Toc158733269]Q: What is the risk that a council-based stormwater offset scheme could be subject to challenge through VCAT or other avenues?
Some form of review at VCAT or appeal to the Supreme Court is unlikely due to stormwater offset schemes being voluntary. In addition, stormwater offsets do not constitute a development contribution of the type contemplated under the Planning and Environment Act 1987.

[bookmark: _Toc158726307][bookmark: _Toc158727894][bookmark: _Toc158733270]Q: When and how should councils include planners and other people in council, and developers, when developing the scheme?
We discuss this under Early Engagement. 
A collaborative approach ensures council officers and developers understand detailed operational aspects and constraints of the scheme and have confidence in it. It also helps ensure the various planning, environmental, engineering and administrative departments within council (as well as partner agencies, such as water corporations) have buy-in to the process and can work together towards the same project outcomes.
Early engagement is fundamental to ensuring successful development of the council stormwater offset scheme. Initial internal and external engagement should be considered. 
As an initial step, council may consider consulting with developers and external stakeholders about introducing a stormwater offset scheme. This enables Council to test initial appeal and confirm anecdotal information on whether an offset scheme would have appeal.
Initial consultation with other Victorian councils that have already established stormwater offset schemes will also be of benefit as information about suitable approaches and lessons learned can be incorporated into the new process. Access examples of this material on the council sites – Mornington Peninsula and Kingston.

[bookmark: _Toc158726308][bookmark: _Toc158727895][bookmark: _Toc158733271]Q: Are offsets required for volumetric objectives under EPA urban stormwater guidance?
1739.1: Urban stormwater management guidance is provided for developers who create new impervious surfaces, such as roads, subdivisions and other developments. It supports these parties to minimise the risks to human health and the environment from their design, planning and development activities, as the EPA general environmental duty requires. It also supports those involved in the assessment of urban stormwater treatment proposals.
The guidance and the volumetric objectives in the guidance are not mandatory for developers. The volumetric objectives are not in the Victorian Planning Scheme or the Planning and Environment Act 1987. 
Because of this, stormwater offsets have not been developed to meet volumetric objectives at this time. Councils may consider establishing stormwater volume targets in local planning policies, and offsets could be offered through this scheme. Councils seeking to do this are encouraged to discuss with DEECA, and to receive legal and planning advice in the first instance. 

[bookmark: _Toc158726309][bookmark: _Toc158727896][bookmark: _Toc158733272]Q: Can offset projects be in a different catchment to the development?
Yes. Victorian councils can set up schemes in a different catchment to the development if the offset is within the same municipality. When identifying where to locate offset projects, councils should have regard to the equivalence principles discussed in Section 5.2.3.

[bookmark: _Toc158726310][bookmark: _Toc158727897][bookmark: _Toc158733273]Q: Can developers choose between the Melbourne Water and council offset rate?
No. Where a council stormwater offset scheme is operating, the Melbourne Water offset scheme is not available to developers (unless the proposal falls within a DSS). Melbourne Water will direct developers to council as the referral authority, and Councils will refer developers to the council offset scheme.

[bookmark: _Toc158726311][bookmark: _Toc158727898][bookmark: _Toc158733274]Q: How does a local council offset scheme differ from the Melbourne Water offset scheme? 
Historically, Melbourne Water’s offset scheme was established in the absence of local government offset schemes, providing a foundational framework for managing stormwater quality impacts (on nutrient levels in Port Phillip and Wester Port Bays) and where developments cannot meet BPEM on-site under Clause 56 of the VPPs. 
A stormwater quality offset contribution is collected from developers by Melbourne Water after evaluation and approval by council to ensure developments meet best practice standards. This contribution is applicable to developments under 1 hectare and is contingent upon council assessment and Melbourne Water's approval, particularly when on-site Water Sensitive Urban Design (WSUD) is deemed impractical. The application process requires developers to submit council-certified development plans and stormwater assessments for review and endorsement. After review, Melbourne Water determines the contribution amount and issues an invoice outlining any conditions.
The contributions are used to build water quality treatment measures elsewhere in Port Phillip and Westernport catchments to ‘offset’ the impact of developments. 
The stormwater quality offset contributions are determined based on rates derived from the volume of total annual nitrogen, as nitrogen is typically the limiting stormwater quality pollutant. This is based on the understanding that if nitrogen retention targets are achieved, then phosphorus and suspended solids objectives are also achieved.
Melbourne Water is currently reviewing its pricing of offsets, which do not include land or maintenance costs and are therefore substantially lower than local council schemes.  The review of Melbourne Water’s offset scheme is likely to result in greater alignment and consistency with the processes and pricing associated with local government schemes. For instance, council offset scheme fees factor in the cost of land and maintenance (as well as capital costs) to ensure sufficient funds are collected to implement the scheme and offset impacts (from developments that have opted into the scheme) to build, operate and maintain the assets.
Melbourne Water collects/manages funding and construction of stormwater quality assets in some areas with Drainage Services Schemes (DSS). If a development proposal falls within a Melbourne Water DSS area, it will be subject to the conditions of that scheme. Alternatively, if a development proposal is not located within a DSS but within an area where a council stormwater quality offset scheme is in place, the developer will be referred to the council offset scheme. 
Should a local stormwater quality offset not be accessible, developers are permitted to use Melbourne Water's offset scheme via their local council until they can create their own offset arrangements. It is highly recommended that all local governments establish their own stormwater quality offset schemes. Refer to Stormwater quality Offset Scheme Guidance (insert link) for more information.

[bookmark: _Toc158726312][bookmark: _Toc158727899][bookmark: _Toc158733275]Q: How do offsets work in Melbourne Water Healthy Waterways Strategy stormwater priority areas?
Refer to Section 5.1.5. In the Greater Melbourne area, Melbourne Water’s Healthy Watereways Strategy 2018-28 identifies stormwater and other areas of higher environmental priority. Councils can use the Healthy Waterways mapping tool to identify the environmental priority of receiving waters in their council area. Councils should consult with Melbourne Water if they are considering setting up stormwater offset sites or permitting stormwater offsetting in high to very high stormwater condition areas. Stormwater offsetting may be unsuitable for high and very high stormwater condition areas. 
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Example project - Moonee Valley

The proposed stormwater treatments does not comply with the relevant stormwater objectives or deemed to comply for management of
stormwater flows on-site.

This project council provides a Nitrogen Offset rate of $55. At this rate, the cost to offset is calculated as $3,512

Project details

Name Example project - Moonee Valley
Street address 100 Epsom Rd, Ascot Vale VIC 3032, Australia
Municipality Moonee Valley

Site area 499 m?

Planning Number

Flow and pollutant load reductions

85%

ScoRe

Item Result Target
Mean annual runoff volume harvested or evapotranspired (%) 24% >28% x
Mean annual runoff volume infiltrated or filtered (%) 3% >9% X
Mean annual runoff volume reduction (%) 28% >37% x
Total suspended solids (%) 49% >80% X
Total phosphorus (%) 1% >45% x
Total nitrogen (%) 38% >45% X
Total gross pollutants (%) 58% >70% X
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Water treatment

l e Entrance Roof, 26m2

l e Small side paving Pavad, 12m2

l @ Uper roof & lower roof (north) Roo? 1282

l @ Lower roof (south), FF terrace roof =00, 21m>

l #P Garden Pervious (garden and lawn), 43m2

Configuration 1

l e Driveway Pavec, 85m2

l . Raingarden 1 Area: 3 m? Extended detention depth: 0.1 m, Submerged zone depth: 0.3 m, Site soil type: Clay, 177%

Configuration 2

l e GF roof (west) & GF roof (east) Roof, 134m2

l 0 Rainwater Tank 1 Rzinwater tank retention volume in kilolitres: 3.5, 131%

l e Building 1 Residential Townhouse, 3 bedroom(s)





image34.png
3. Contribution Payment to Council
Total Impervious area sqm

Percentage of Best Practice Water Quality achieved (STORM Rating) % (must be
minimum 80%)

Percentage variance (100% - STORM Rating percentage) %
WSUD voluntary contribution rate: $55 per m? of developed ‘untreated impervious area’

Total Contribution Payment $ (Total impervious area x % variance x $55/ m2)
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STEP 11: Individual site summary

Treatment Performance

Assessment

Benefit Cost Ratio (BCR)
Rank (1st = best of the total

n
Name.
Suburb.
catchment Location

Example 1
Northcote.
[Merri Creek Lower

Total Area (ha) 4510
Directly Connected Imperviousness (DCI) [25%
Type [Wetland
Area (m2) 4510
Runoff Reduction (ML/yr) 50
Pollutant Load Tss 12,700
Reductions (ke/yr) TP 213
™ 1000
Name. [Adjacent reserve

Tank Type
Volume (k1)

capital (5)

Annual Maintenance (5)
OBJECTIVE

Improved
stormwater quality
Increased alternative
water use

Cost effective
investment

70 sites assessed)

Volume (ML/yr)  [34
Volume (ML/yr) [30

Reliabilty B
Below ground
150
51,363,000
515,200

MEASURE

Value of nitrogen

abatement 151,139,000

Value of potable
= s135.000

Life cycle cost




image36.png
MORNINGTON
PENINSULA

Mornington Peninsula Shire

Stormwater
Contribution Scheme

Improving stormwater management in private
development.

Shape our Peninsula / Stormwater in lieu Contribution Scheme

Home

We are introducing an option to help planning applicants meet stormwater management obligations. This will also

achieve industry best practices on stormwater management in private development.

o The voluntary scheme is being offered to planning applicants.
o It will help planning applicants with stormwater management compliance.
o Stormwater management reduces the impacts of stormwater on our environment and the community.

+ Why offer stormwater offsets?
+ What options are being offered to planning applicants?
+ How will the offset be calculated?

+ How will the funds be spent?

Provide your feedback

Let us know your thoughts on the Stormwater in lieu Contribution Scheme by completing the short survey.
Read the June 2021 Developer Information Session Presentation.

The survey will close at 5pm on 1 August 2021.

Projects Main Website Login Join

Further information:

e Stormwater, flooding and drainage

e Managing the stormwater impacts of development

e Preventing stormwater pollution

e Mornington Peninsula Shire Integrated Water

Management Plan

Waste Sensitive Urban Design (WSUD)

e June 2021 Developer Information Session
Presentation

Timeline

. June 2021 - Program launch

Engagement with planning applicants, developers and
consultants across the Peninsula.

e 22 June 2021 - Survey open for feedback

1 August 2021 - Survey closed for feedback

October 2021: Scheme implementation

Target for implementation of scheme.

See less

Contact Us

Have questions or want to learn more about a project,
contact us below:

L Name Mornington Peninsula Shire
L. Phone 035950 1000 or 1300 850 600
24 Email water@mornpen.vic.gov.au

@ Website www.mornpen.vic.gov.au/

" Inwriting Mornington Peninsula Shire
Private Bag 1000, Rosebud, Victoria, 3939

Q
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