Bridging the funding and
financing gap for green—blue
infrastructure in Perth—Peel

Briefing note

Introduction

Green-blue assets form an interconnected network of natural and designed landscape elements
including waterways, wetlands, tree canopy and green corridors that support water management, urban
cooling, biodiversity and liveability across the Perth—Peel region. Water Sensitive Cities Australia
(WSCA) engaged Marsden Jacob Associates (MJA) to assist with demonstrating the value green—blue
infrastructure provides. This analysis estimated the economic value of green—blue infrastructure in the
Perth—Peel region to be greater than $71 billion (WSCA 2026).

The project also provided a ‘tool kit’ to help quantify, in economic terms, the direct and indirect benefits
provided by green—blue infrastructure. The aim was to better inform discussion with key stakeholders
across government and other influential bodies. However, moving from accepting the value of green—
blue infrastructure in principle, to delivering and maintaining projects requires commitment to upfront
financing and ongoing funding.

Perth—Peel is projected to reach around 3.5 million people by 2050. This places greater demand on
water resources, ecosystems and infrastructure, while expectations for liveability remain high and
competition for public funding is high. Climate change compounds these pressures. Perth’s average
annual rainfall has fall by around 20% since the 1970s, resulting in 80% less streamflow into dams and
increasing reliance on groundwater and desalination (Water Corporation 2026). At the same time, the
region is experiencing rising urban heat, coastal ecosystem degradation and rapid greenfield
development (WA Government 2022).

In this context, strategically planned and well-maintained green—blue assets are essential and are
recognised in regional planning frameworks such as Perth and Peel @ 3.5 Million and associated State
Planning Policies. However, like all infrastructure, green—blue assets require upfront financing and
sustained funding for capital delivery and long-term operation and maintenance (O&M). Public finances
are under increasing pressure, with Western Australia’s infrastructure spending currently around 8.8%
of general government expenditure, below the 10-year average (IPA 2025). Competing priorities limit
the capacity to rely on traditional grant and ratepayer funding alone, highlighting the need to use
available investment more effectively and identify new sources of funding.



Western Australia’s water infrastructure is funded through a combination of utility revenues,
government expenditure and local government investment, with different funding sources aligned to
different parts of the water system.

Key sources include:

o Water Corporation — funded primarily through customer charges, borrowings and government-
supported capital investment, including for water supply, desalination and wastewater services

o State Government agencies — funded through State Government budget allocations for
functions such as catchment protection, land management that contribute to water-related
outcomes and infrastructure provision

¢ Local governments — funded through rates, fees, developer contributions and grants for
services such as local drainage, stormwater management and public open spaces.

The State Government is also considering new financing mechanisms for water infrastructure, e.qg.
expanding use of green bonds and establishing a framework for broader sustainable finance
instruments as part of government-led financing for infrastructure, particularly in energy transition and
decarbonisation projects (WATC 2025). A significant milestone was the state’s first green bond in June
2023, raising $1.9 billion (WA Government 2023). It was heavily oversubscribed attracting more than
$6 billion in bids from over 60 investors. It was structured as a “use-of-proceeds” bond, providing
finance for:

large-scale batteries (Kwinana, Collie)

wind farms

EV charging infrastructure and rebates

standalone power systems

Water Corporation’s desalination project at Alkimos (Morningstar 2023).

Embedding water sensitive urban design (WSUD) and nature-based solutions (NbS) within established
capital programs, alongside investment appraisal frameworks that better recognise benefits such as
urban cooling, flood mitigation, biodiversity and amenity, can deliver water sensitive outcomes without
increasing overall expenditure. Federal co-investment plays a critical enabling role by supporting
innovation, de-risking new approaches and enabling scale within existing delivery systems. Private
sector involvement can assist risk allocation and open new sources of funding and financing. The
central challenges are how effectively investment proposals optimise their use of green, blue and grey
(e.g. pipelines, treatment plants) infrastructure, how project finance-ability can be increased and how
new funding sources can be crowded in.



Purpose

This briefing note seeks to support development of strategies for funding and financing green—blue
infrastructure in Perth—Peel. It provides practitioners with a practical overview of key concepts and
available options so they can:

e consider a broader range of options in designing robust, multi-party funding and financing
packages

e communicate more effectively with finance and treasury specialists

e better align funding mechanisms with land use planning and green—blue asset strategies in
Perth—Peel."

It is intended to promote discussion among a broad range of practitioners including state, local and
federal government, water and drainage utilities, planning and environment agencies, private
developers and financiers, as well as community organisations and Traditional Owners.

Funding and financing strategies should not seek to make an unviable project or investment viable.
Projects must already demonstrate strong economic, social and environmental justification before
commencing the process outlined in this note. Green—Blue Infrastructure Valuation of the Perth—Peel
Region (WSCA 2026) provides information to help demonstrate the overall community benefit of a
green-blue investment.

This note considers subsequent questions relating to: who should pay, how should they pay, and
when should payments occur? It presents a menu of options, not a prescriptive formula. There is no
single ‘right’ way to fund and finance green—blue infrastructure in Perth—Peel. In applying the
information in this note practitioners should:

e use the proposed three-step process set out in DEWLP (2021) flexibly, revisiting assumptions
as projects evolve

o treat the funding and financing categories as indicative only — hybrids and bespoke
arrangements are common

¢ view funding and financing as enablers of well-designed, community-supported green—blue
projects that respond to the region’s drying climate, population growth and liveability challenges.

' The concepts included in this note are explored in more detail in a Victorina context in Bridging the IWM funding and financing gap
framework (DELWP 2021).


https://wscaustralia.org.au/wp-content/uploads/2026/02/Green%E2%80%93Blue-Infrastructure-Valuation-of-the-Perth%E2%80%93Peel-Region.pdf
https://wscaustralia.org.au/wp-content/uploads/2026/02/Green%E2%80%93Blue-Infrastructure-Valuation-of-the-Perth%E2%80%93Peel-Region.pdf
https://www.water.vic.gov.au/__data/assets/pdf_file/0032/663368/bridging-the-IWM-funding-and-financing-gap-guide.pdf
https://www.water.vic.gov.au/__data/assets/pdf_file/0032/663368/bridging-the-IWM-funding-and-financing-gap-guide.pdf

Definitions: Funding versus financing

Funding and financing have important but different roles.

Funding is the revenue available to pay for infrastructure. More funding (e.g. through innovative
collaborative arrangements) can mean more revenue to support more infrastructure.

There are three main sources of funding for green—blue infrastructure in Perth—Peel:

1.

Tariffs are charges paid by users for services that depend on or benefit from green—blue assets,
such as water services or stormwater management. Ideally, charges account for capital costs, wear
and tear, maintenance and environmental impacts. In Perth’s context, differential water supply
tariffs or service fees can:

e encourage efficient use of groundwater and desalinated supplies
e generate revenue for the maintenance of urban lakes, wetlands and drainage corridors
e support climate resilience objectives.

Affordability and equity are key considerations. Ideally, service changes should reflect the cost or
value of the service with concessions or protections for low-income households and vulnerable
customers being funded separately through a transparent community service obligation (PC, 2024).

Targeted taxes, charges and incentives come from government, either through the general
budget or a dedicated tax, to help pay for green-blue initiatives.

Examples include:

e property-based mechanisms that incentivise developments incorporating tree canopy,
permeable surfaces or green corridors

¢ higher charges for developments that do not meet minimum green—blue standards or that
increase runoff and heat load

¢ levies or special rates hypothecated to green-blue asset programs.

These approaches can provide stable, predictable revenue but may face political resistance if they
are seen as adding to development or living costs. So, alignment with state and federal tax
frameworks and planning policies is critical.

Carbon and biodiversity credits provide greater flexibility in meeting desired policy targets. They can
internalise externalities and support greater use of green—blue infrastructure. For example, Western
Australia has an established Environmental Offsets system under the Environmental Protection Act
1986. This mechanism could evolve into a biodiversity credits scheme akin to the NSW Biodiversity
Credits Scheme that allows people to create, buy and sell biodiversity credits offering an additional
funding stream to green blue projects (NSW Government 2024).

Inter-governmental transfers, subsidies and grant programs come from outside the
organisation that is providing the service and are an important funding source for green—blue
assets, particularly for local governments and community organisations. They can de-risk projects,
leverage co-investment and support community stewardship, but are typically competitive and time
limited.



Perth—Peel examples include:

Urban Greening Grants Program (WALGA, 2026) which supports local governments to increase
tree canopy and understorey vegetation, contributing to the Perth and Peel Urban Greening
Strategy

Community Stewardship Grants (WA Government 2025) which support community-based
natural resource management, including revegetation, weed control and habitat restoration
benefiting urban lakes and wetlands

Federal programs such as those run by the Australian Renewable Energy Agency (ARENA
2026) which support projects that integrate renewable energy with green—blue assets (e.g.
solar-powered pumping for constructed wetlands or recycled water schemes).

Corporate and philanthropic donations are also a potential funding source for green—blue
investment. For example, the Swan Alcoa Landcare Program (SALP) — a collaboration between
Alcoa and the WA Government — has funded on-ground restoration efforts for over 20 years,
supporting community groups to deliver large-scale planting, weed control and habitat regeneration

(Perth NRM 2026).

Financing is about when and how payments for infrastructure are made, not where the money comes
from. It shapes the timing of infrastructure delivery, e.g. a business might choose to borrow to build a
wetland now and repay the loan over five years, rather than waiting five years to accumulate enough
reserves before building. It does not increase the total amount of infrastructure that can be delivered
over time, which is why it is secondary to funding (the underlying revenue source).

There are two main sources of financing:

Equity: The most common source of financing is the equity generated within the normal
operations of the government or business. For example, accumulated profits or operating
surpluses are sources of equity financing. Other sources are less relevant for governments but
do have some relevance for water utilities and developers. They include investments from new
or existing owners with the expectation of a return on that investment in the form of dividends.
Debt: The most common sources of debt used to finance green—blue infrastructure are loans
from banks or bond investors made in exchange for interest and a promise of repaying the
principal. The cost of debt to the borrowing government or business tends to be lower than the
cost of equity. However, this must be balanced against the reduced flexibility (interest must be
paid regardless of any negative shocks to a business whereas dividends can be waived) and
practical limits on the amount of debt that can be used.

Other sustainable finance tools are also relevant for green—blue assets provided there is a clear project
pipeline and strong governance. These include:

Green bonds issued by state or local governments to finance eligible green—blue projects
through recognised frameworks

Public—private partnerships (PPPs) for large integrated water management facilities, where
private partners finance, build and operate assets under long-term contracts.

Sustainable finance taxonomies, such as the Australian Sustainable Finance Taxonomy,
which define what counts as a ‘green’ investment, support investor confidence and reduce
greenwashing risk.



Finance is generally available for projects that have a strong business case, well understood and
mitigated risks, and a clearly defined funding stream. Factors that influence financing decision making
include the following:

¢ Projects must be viable on benefit—cost grounds, independent of how they are funded or
financed. Changing the funding or financing approach will not make an unviable project viable.

¢ Funding takes precedence over financing. Without a confirmed source of sustainable funding,
there is no clear way to service a loan or recover the equity invested, so financing will either not
be available or have a significant risk premium attached.

¢ Projects must demonstrate sound risk management and mitigation. Higher residual risk (raw
risk minus mitigation measures) means finance is harder to secure and more expensive.

A guiding principle across all sources is that funders and finance providers are more willing to support
projects with robust, transparent and durable funding streams. The availability (or lack) of funding is
typically the main constraint on whether a project can proceed.



Framework for developing a funding and
financing plan

The framework outlines a three-step process to help practitioners develop an appropriate funding and
financing plan for green-blue infrastructure in Perth—Peel. It can be applied at the strategy or program
scale (e.g. a regional green—blue asset program or urban canopy strategy) or the project scale (e.g. a
multi-functional wetland, foreshore restoration, or a corridor-scale green-blue upgrade). Appendix 1
provides a summary table to guide the process.

Step 1: Understand the operating context, the partners and the
project

Funding and financing decisions should build on the existing legislative, policy and planning context for
green—blue assets in Perth—Peel, including technical assessments, business cases, community
engagement and strategic planning.

1.1 Briefly define the broader contextual factors

Contextual factors will likely shape the viability of projects and the suitability of funding and financing
options. Understanding how these factors affect funding (revenue sources, willingness to pay) and
financing (risk, timing, balance sheet constraints) is critical.

Factors to consider include:

¢ Climate and hydrological context — e.g. higher temperatures, long-term rainfall decline and
reduced streamflow, and potential for green—blue investments to reduce the growing
dependence on groundwater recharge and desalination

¢ Urban heat and climate extremes — e.g. increasing the value of cooling, shading and flood
mitigation services provided by green—blue assets

e Economic and demographic context — e.g. projected population growth (3.5 million people)
driving greenfield development and infill, increasing demand for water and cooling; budgetary
constraints and competing infrastructure priorities at state and local government level, limiting
reliance on traditional funding sources

e Technology context — e.g. opportunities to link green—blue assets with digital tools (smart
meters, monitoring systems) and renewable energy (e.g. solar-powered pumps), which can
unlock additional funding (e.g. energy savings, ARENA support) and reduce operational risk

e Policy, planning and regulatory context — e.g. Perth and Peel @ 3.5 Million (WA Government
2022) and related frameworks embed green—blue functions into regional land use and
infrastructure planning. State Planning Policies (e.g. SPP 2.9 Planning for Water (WA
Government 2025), Precinct Design Guidelines (WA Government 2020) provide the planning
and design framework for integrating green—blue assets into precincts and corridors. Local
government strategies and WALGA programs (such as the Urban Greening Grants Program)
support canopy, urban forest and green corridor initiatives.

1.2 Identify and agree on objectives

Green-blue projects will involve multiple partners across State Government, local government, Water
Corporation, developers, landowners, Traditional Owners and community groups. These partners may
have different objectives and priorities for factors such as return on investment (financial or social),
behaviour change (e.g. water efficiency, heat exposure reduction), equitable access to cooling, amenity
and ecosystem services, lifecycle cost recovery and risk management, corporate social responsibility,



branding or policy commitments (e.g. net zero, biodiversity targets). Clarifying these objectives early
helps identify where co-funding is possible and where funding responsibilities should lie.

1.3 Clarify project-specific benefits and costs

Having a shared understanding of who benefits, how and when is essential for discussing who should
pay, how and when. Considerations to be addressed include:

¢ Are the benefits public, private or both (e.g. flood mitigation and urban cooling for communities
vs increased property values for developers)?

e How are social, economic and environmental impacts distributed across scales (lot, precinct,
catchment, region), community groups (e.g. low-income suburbs, heat-vulnerable populations)
or over time (immediate amenity vs long-term resilience)?

e Are any stakeholders “free riders” who benefit but do not currently contribute? Can these
benefits be monetised or captured (e.g. via development contributions or value capture)?

Robust valuation methods that quantify social, environmental and economic benefits using tools such
as the Value Tool and products such as the Valuing Green—Blue Infrastructure analysis (WSCA 2026)
will help to strengthen business cases and justify broader funding contributions.

1.4 Clarify roles, responsibilities and constraints

Securing funding and financing requires clarity about who is responsible and accountable for outcomes
(e.g. flood mitigation, water quality, urban cooling), who owns and operates the assets over their
lifecycle, which entities have legal power to levy charges, set tariffs or collect taxes as well as any
policy or regulatory constraints (e.g. rate caps, restrictions on private ownership, borrowing limits).

For example, a local government may own and maintain a public wetland but rely on developer
contributions and a State Government grant for capital delivery. A water utility may be accountable for
recycled water supply but contract operation of treatment infrastructure through a BOOT (build, own,
operate, transfer scheme) or PPP (public—private partnership).

1.5 Identify project risks and allocate them appropriately

Risk allocation strongly influences both funding commitments and the cost of finance. Key risk
categories for green—blue assets include performance risk (e.g. assets not delivering expected water
quality or cooling benefits), operational and maintenance risk (e.g. under-funding of long-term O&M,
leading to performance decline), climate and hydrological risk (e.g. changing rainfall patterns altering
asset performance), community and political risk (e.g. resistance to new tariffs, levies or changes in
land use), safety (e.g. keeping people out of water bodies) and regulatory risk (e.g. changes in planning
or environmental standards).

Where possible, risks should be allocated to the party best placed to manage them, and these
allocations should be explicit in agreements and contracts.

Step 2: Identify a broad range of options

Once the context and objectives are clear, the next step is to explore a broad range of funding and
financing options. The guiding principles is firstly secure funding and identify who pays, how and why,
and then lock in the finance by choosing the mix of equity and debt (and instruments such as green
bonds or PPPs) that best match the project’s risk profile and the funding partners’ constraints.


https://watersensitivecities.org.au/investment-framework-for-economics-of-water-sensitive-cities-inffews-value-tool/

21 First secure funding

Key funding options include the following:

e Tariffs and service charges

(o]

(o]

Water and wastewater tariffs where green—blue assets (e.g. wetlands, vegetated swales)
form part of the treatment and stormwater management system

Separate stormwater or environmental service charges earmarked for maintaining lakes,
wetlands and green corridors

Pricing structures that encourage efficient water use while raising revenue for water
sensitive solutions

e Property-based taxes, rates and development contributions

(0]

(0]

(0]

Special rates or levies for areas receiving enhanced amenity and flood protection from
green—blue investments

Incentive-based mechanisms (e.g. rates rebates, bonus plot ratios) for developments that
exceed minimum green—blue standards

Developer contributions for green—blue assets incorporated into structure plans, local
planning policies or infrastructure contribution schemes

e Grants and inter-governmental transfers

(0]

(0]

(0]

State Government programs such as the Urban Greening Grants Program supporting
canopy and understorey plantings

Community Stewardship Grants for community-led restoration and stewardship of lakes,
wetlands and riparian corridors

Federal programs (ARENA and others) for projects that integrate renewable energy with
green-blue infrastructure

e Other potential revenue streams

o
o

Value capture from uplift in land values around high-amenity green—blue assets
Commercial activities compatible with environmental and social objectives (e.g. low-impact
recreation leases)

When assessing funding options, consider:

« the cost-sharing principle (beneficiary pays, polluter pays, capacity to pay, or a combination)
« affordability and equity, especially for disadvantaged communities and heat-vulnerable areas
« administrative practicality — is the mechanism simple to implement and maintain?

2.2 Now lock in finance

With funding options identified, partners can turn to the financing mix that delivers the lowest overall
cost within acceptable risk limits. Options include the following:

e Internal equity

(0]

(0]

Retained earnings or reserves from utilities or local governments earmarked for green—blue
infrastructure
Capital injections from State Government to support priority green—blue programs

e Debt finance

o
o

(0]

Conventional loans from banks or the State Government financing authority

Green bonds issued by the State Government or large councils to finance eligible green—
blue projects, under an established green bond framework

Concessional loans where available (e.g. through national programs or climate-oriented
funds)



Public—private partnerships (PPPs) and long-term contracts

o PPPs for large integrated water management schemes (e.g. recycled water plants
integrating wetlands and green corridors), where private partners design, build, finance and
operate assets under long-term contracts

o Design-build—operate or operate—maintain contracts that shift specific risks and can
improve lifecycle performance

Sustainable finance frameworks and taxonomies

o Using the Australian Sustainable Finance Taxonomy (ASFI 2025) to clearly classify green—
blue projects as ‘green’ or ‘sustainable’ investments, improving access to sustainable
finance markets and reducing greenwashing risk

Changes to the financing mix alone will not make an unviable project viable as they primarily influence
when infrastructure is delivered and how costs and risks are shared across time and parties.

Step 3: Select a preferred approach and develop an implementation plan

The final step is to synthesise the project and context analysis (Step 1) and the menu of funding and
financing options (Step 2) into a preferred package that is practical, implementable and aligned to
project objectives.

In comparing options, consider the following:

Practicality and complexity

o Are proposed mechanisms administratively manageable for local governments and utilities?

o Do they require new systems or skills (e.g. complex land tax instruments vs simpler levies or
grants)?

Stakeholder considerations

o How will communities perceive tariffs, levies or changes in development conditions?

o Are there clear narratives linking contributions to visible improvements in local
environments, heat reduction and amenity?

Technical and institutional capacity

o Do partners have the capability to design and manage innovative instruments (green bonds,
PPPs), or is a simpler option preferable, at least initially?

Scale and aggregation

o Is it more efficient to package multiple green—blue projects into a program (e.g. for a green
bond or regional grant), rather than funding each individually?

Authorising environment

o Are proposed mechanisms consistent with current legislation, regulations and policy (e.g.
planning, rating, borrowing)? If not, is there a pathway to reform?

The resulting implementation plan should clearly set out:

preferred funding sources, cost-sharing principles and revenue flows

chosen financing instruments and their terms

roles, responsibilities and risk allocations between partners

a pipeline of projects where programmatic approaches (e.g. green bonds, regional grants) are
proposed.
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Challenges, risks and enabling actions

Scaling investment in green—blue assets in Perth—Peel faces several barriers:

high upfront capital costs and uncertain long-term O&M funding

fragmented responsibilities across agencies and levels of government

regulatory complexity and limited dedicated funding streams

public resistance to new or higher tariffs and taxes in a cost-of-living context

reliance on periodic grant rounds, which can undermine long-term asset management.

Governments and partners have several options to address these challenges:

Integrate green—blue financing into existing strategies: Align local mechanisms (tariffs, levies,
contributions) with State Government programs and regional frameworks such as Perth and
Peel @ 3.5 Million, Urban Greening Grants and Community Stewardship Grants.

Strengthen valuation and business cases: Use robust valuation methods to demonstrate co-
benefits for climate resilience, health, amenity and economic productivity, improving the
competitiveness of projects in budget and funding processes.

Engage communities early and transparently: Build understanding and support for funding
instruments — particularly tariffs or levies — by clearly linking contributions to visible, local
improvements (cooler streets, healthier lakes, better public spaces).

Develop a regional sustainable finance strategy for green—blue assets that articulates priorities,

builds capacity, strengthens governance arrangements and identifies a pipeline of projects,
providing clarity for investors and delivery partners and supporting instruments such as green
bonds and PPPs.

11



Appendix 1: Funding and financing plan summary table

Use this table to summarise the key elements of your funding and financing plan.

What are the project objectives?

Why is this project the best solution and how was it identified?

Who are the partners with an interest in the project?

What are the key project risks and who will manage those risks?
Project context

What are the broader and industry specific operating environment issues that
will impact the project?

How are the objectives of each partner the same/different?

How are lifecycle benefits and costs shared between different stakeholders,
locations over time?

What are the funding objectives?

What is the cost sharing principle (beneficiary, polluter, capacity, a combination
of these)?

What funding options have been considered?

Are there any free riders or benefits that can be monetised?

Describe preferred funding options

This is the preferred funding option because...

Implementation will be efficient, practical and fair because...

What are the financing objectives?

What financing options have been considered?

Describe preferred financing options

This is the preferred financing option because...

Implementation will be efficient, practical and fair because...

12
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