Enguiries : John Clifion (8482 7421)

Mr R Pullella

Executive Director Competition, Markets and Electricity
Economic Regulatory Authority

PO Box 8469

PERTH BC WA 6849

Dear Mr Pullella

WESTERN POWERS — REVISED PROPOSED ACCESS ARRANGEMENTS
FOR THE SOUTH WEST INTERCONNECTED NETWORK

Reference is made to a Notice released on 17 January 2007, relating to proposed
changes fo access arrangements for the South West Interconnected Network.

LandCorp is the Western Australian Government's primary land developer, with
projects distributed across the State including residential, commercial and
industrial (heavy, general and special).

LandCorp also provides expert property and project management services to
many Government agencies and assists with the remediation and reuse of brown
field sites.

LandCorp has in its Townsite Development Projects experienced situations
where in responding to demand the demand for new fand resulis in upgrades of
infrastructure and supply capacity. i is often the case where the cost of the
upgrades becomes a cost of that land release and it is apparent that benefits
extend to other (future and existing) users in the town or region. In some
circumstances, the current pricing regime stifles the continuing development of
towns.

LandCorp supports the initiative to review and consult on the future arrangements
relating to access and development costs. The proposed access arrangements
are very much of interest to LandCorp and will impact on its operations State-
wide. Comments are provided overleaf.
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Unilateral determination to reduce contracted capacity of a network
user

It is noted the proposed change is for Western Power to be able to make
unilateral determinations to reduce / realiocate contracted capacity.

LandCorp understands the Government's approach generally is heavily
based on engagement and consultation at a community, local and individual
level. The approach has been substantially adopted by many agencies
across the public sector including LandCorp.

Consultation is often followed by a determination and in line with this
Government's approach (in the main) this can be subject to appeal / review
by a body such as the State Administrative Tribunal.

At a more practical level, a land owner (for exampie proponent of a new
industrial development) owns a site with the understanding of right to
services supplied (implied and associated with the property). A process of
unitateral removal may be perceived as a further Government reduction in
property rights.

The ability to unilaterally redirect supply will create the perception of a new
risk o landowners,

Given the proposed approach is against the general Government policy and
creates risk and uncertainty, LandCorp recommends some reconsideration
be given 1o this matier.

Notwithstanding the above comments, the arguments put forward to support
the objectives of the ability to redirect capacity where underutilised is
understood.

HMeadworks Changes

Various parts of Government have developed principles associated with
Headworks charges.

The Western Australian Planning Commission's Statement of Planning
Policy No. 3 "Urban Growth and Setilement”, section 5.5 states “Developer
Contributions should be consistent with the principles of need, nexus, equity
and accountability and should always take account of housing affordability”.
Plarning Bulletins 18 and 41 also relate to Developer Contributions.

The Urban Development Institute of Australia (Western Australian Division)
in association with the Western Australian Local Government Association
and the Department for Planning and Infrastructure has also prepared a
Community Infrastructure Contributions Report which seeks to develop a
model to support developer coniributions. A copy of this report is attached
for your consideration.






LandCorp recommends the process of determining headworks charges be
developed in close consultation with the Western Australian Planning
Commission and industry bodies such as the UDIA. It is unclear from the
Notice what level of consultation has taken place in the lead up to calling for
submissions,

From a practical point of view, LandCorp considers the definition of the
region and process of applying headworks charges to be important. Where
a headworks arrangement spans several towns of different ‘significance’, it
is foreseeable the process may lead to service provision contrary to a
whole-of-Government decision to prioritise resources and services to a
larger and more regionally significant town. Regional context, priorities and
policy direction may also need to be considered or incorporated into a
headwork process.

At a more micro level and from a town development / land development
perspective, the detail of a headwork charge process (once defined and
communicated) does provide greater certainty to the process of bringing
new land on to meet growth demands.

A distributed headworks process would also lower the barrier to bringing on
new land, where a capacity upgrade is currently met by the developer
(regardless of whether the upgrade also brings benefit to other consumers
in the broader community). It is unclear how Government will fund the
upfront infrastructure upgrade.

The increased certainty and lower barriers may come at a cost, where new
land supply (not directly triggering a capacity upgrade) potentially atiracts =
new’ and higher cost than would otherwise be the case under the current
arrangements.  In LandCorp's experience, the additional cost may be
absorbed by the developer in the very short term, however the market price
guickly adjusts with a lift in market pricing to reflect the new cost base. This
pricing impact may also flow on o the 'value’ / price of other (established)
property.

The flow-on impact of adjusting a cost base at this time needs o be given
some serious consideration. With a high potential for fand in some towns
{not benefiting from an increase in capacity) to experience price increases.

The changes in ‘housing affordability’ in Western Australia are well
publicised and LandCorp recommends a considered approach be taken to
cost arrangement adjustments that may be seen as a further (negative)
impact on housing costs in the current markets.

As identified in this submission, there are several outstanding issues to be
considered before a final position can be made.






LandCorp could work with Western Power and the Economic Regulatory
Authority and use case studies o hypothetically assess how the proposed
arrangements would be best finalised and practically implemented.

Overall LandCorp supports the initiative to review the arrangements relating to
the provision of new services and capacity to regional towns.

For further information on LandCorp’s comments, please contact John Clifton
Manager Business Strategy (9482 7421 or john.clifton@landcorp.com.au).

Your sincerely

QNMN;M {/ //G‘{"W“”"‘Wﬂ“?ffz

Frank Marra
ACTING CHIEF EXECUTIVE OFFICER

9 February 2007
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Recommendations

Recemmendation 1

Planning Bulletins 18 and 41 be updated and amalgamated into a comprehensive State Planning Policy
(SPP) on Development Contributions. Requirements for contributions beyond the standard provisions may
be levied where justified and supported by provisions in a local planning scheme. This SPP would be
reviewed on a regular basis.

Recommendation 2
The principles identified at the initial Workshop be incorporated into the new State Planning Poticy.

Both the method for caloulating the contribution and the manner in whick it is
applied should be clear, transparent and simple to understand and administer.

Contributions should be levied from alt developments within a development area,
basad on their relative contribution to need,

Al contributions shouid be cleanly identified and methods of accounting for
escaiation agreed upon at the commencement of a development,

Contributions should be justified on a whole of life capital cost basis consistent with
maintaining financial discipline on service providers by precluding over recovery of
costs.

Contributions should be applied uniformly across a development area.

The need for the infrastructure must be clearly demonstrated (need) and the
connection batween the development and the dermand created should be clearly
astablished (nexus).

Devetopers have the right to be consulted on the manner in which contributions are
determined. They also have the opportunity to seek a review by an independent
third party if they believe the contributions are not justified.

There must be accouniahility in the manner in which contributions are determined
and expended.

Racommendation 3
That the Western Australian systern offer two ways of raising development contributions:

= Development contribution plans; and
«  Voluntary agreements.

Recommerndation 4
That development contributions be calculaied on the basis of

o Gatchment areas for the facilities/services:

e The Need: clearly identified capital costs for the provision of faciliies/services based on an analysis of
aemand or need; and

= The Nexus: identification of the proportion of use fo be atiributed o new growth (re the proportion of new
growth generated by a particular development) and the proportion associated with servicing the needs of
the existing community.

To support this calculation a local government wolild need to have:

= A communily infrastructure pian for the area, identifying the services and facilities required over the next
510 10 years {supported by demand analysis and identification of service catchments);

= A capital expenditure plan (with at least 5 out years) which identifies the capital costs of faciities and the
revenue sources (including capital grants) and programs for provision;

»  Projected growth figures including the number of new dweliings o be created at catchment level (suburh
or district); and

» A msthodology for determining the proportion of cosis of communily infrastruciure to be atlriibuled o
growth and the proportion to be attributed to existing areas.

Recommendations




Recommendation 5

The arrangements for accounting for funds coltected through development contributions should be as set out
in Pianning Bulletin 41. Cost contributions should be credited to a separate account established and
managed in accordance with the Local Government Act 1995. Local Governments should publish and make
available to owners an audited statement of accounts for the Development Contribution Area.

Recommendations
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1. Introduction

1.1 Background

The pressures of extraordinary growth on the capacity of local governments to deliver infrastructure and
services to meet the needs of existing residents, and the rising expectations of locat residents, have resulted
in the need to consider contributions to assist with meeting the provision to support new development,
whether this be in infill areas, greenfield sites or in non metropolitan areas,

This Repart forms part of an ongoing work commissioned by the Urban Development Institute of Australia
{UDIA) (WA Division), Western Australian Local Government Association (WALGA) and the Department for
Planning and Infrastructure (DP1} to develop a model to support development contributions for community
infrastructure. It is a follow up to the Infrastructure Workshop held in March 2006. The outcomes of this
workshop are outlined below.

Outcomes from the UDIA and WALGA Infrastructure Workshop
March 2006

In March 2006, 28 representatives from the UBIA and WALGA met jointly to discuss the issue of infrastructure
funding at the Infrastructure Breakfast Forum Workshop. A number of outcormes were achieved during the three
hour session.

Participants framed the discussions through several clarifications. Numarous points were emphasised:

1. The need to consider diverse perspectives in the discussion.

2. The need to clarify the scope of issues included under the banner of infrastructure funding discussions.

3. The strong historical basis on which these discussions will build.

4. The role of development contributions as just cne of several components of 2 comprehensive infrastructure
funding system.

5. The requirement for strategic infrastructure plans as a cenktral component of a successiul development

confribution system.

Participants defined the problem facing the development of a system of developrment contributions. The group
agreed nine principles by which the system must abide:

1o Transparency 4. Efficiency 7. Staged implementation
2. Equity 5. Consistency 8. Plenty of notice
3. Cenainty . The need and the nexus 9. ght of review

Participants defined the spedific elemeanis of a system of development contiibutions that need o be agreed,
namely:

Anintegrated strategic frameawork;

Agreed definition of scope and standard of capital infrastructure;
Consistency of common contribution standards;

Flexibility to deal with special situations; and

Linkages to Local government Financial management plans.

O 2w

The group made several key resolutions to progress the decisions made during the workshop:

1. Aletter on hehalf of both groups should be sent fo the Minister, Hon, Alannah MacTiernan MLA,

2. Acsmailer group of two UDIA representatives, two WALGA representatives, Marion Fulker, Allison Hailes and
Ray Stokes will prepare a paper of further development options for consideration prior to the nexd UDIA/
WALGA discussion.

3. The smailer group is to present back {0 the 28 participants from this Workshop on specific issues relating (o
infrastructure funding at the next meeting.
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1.2  Definitions

1.2.1  Infrastructure
Al systerns have different nomenclature to describe what is meant by the term infrastructure. At a high level,
infrastructure is generally described as either:

e Economic infrastructure including water, sewerage, drainage, electricity, gas, telecommunications,
public transport and roads etc; or '

s Social {community} infrastructure including libraries, community centres, business incubators, sporis
grounds and parks etc.’

This definition applies to items of a capital nature and does not include ongoing economic or community

development programs. However, when there is a focus on long term community sustainability, the

distinction is made between hard and soft infrastructure.

s Hard infrastructure is seen as the buildings, pipes, wires. roads, railways, playing fields etc — that is
anything that has a tangibie physical presence and is visible to the eye.

o Soft infrastructure is much less tangible and is seen as responding to the needs of the comiviunity
whilst building the capacity of local people and groups to respond to current and future needs.”

A definiion which addresses both the physical and the less fangible characleristics of community
infrastructure is one developed by the New South Wales Department of Community Development:

‘the structures, systems and capacities which help communities and neighbourhoods fo function effectively”,

1.2.2  DRevelopment Conirtbutions

The Western Australian Planning Commission Planning Builetin 18 defines development contributions as:

“Legally enforceable contributions that a developer is required 1o make for the nrovision of infrastructure and
directly relate to the needs arising from the development.

These contributions usually take fhiee forms:

= The ceding of land for roads, public open space, primary school sites, drainage and other reserves,

“e Construction of infrastructure works which are ransferred to public authorities on completion
co Monetary contributions to acguire land or underake works by public authorities or others.”

1.3 Rationale

iLocal governments have a number of sources of funding for infrastruciure;

e Federal assistance through the Financial Assistance Grants (generally anly for aperational expendiure);
»  Federal assistance grants for specific neiwork infrastructre (includes capital);

»  Siate assistance through specific purpose grant programs and funding for capital infrastructure projects
such as roads;

Property rates;

Proceeds from the disposal of assets;

Fees and charges; and

Borrowings.

e o e #

in addition, local governments can use Local Planning Schemes (TPS} to levy confributions from developers
for specific infrastructure associated with specified areas. The infrasfructure that can be funded through a
TPS is commonly restricted to that identified in the Western Australian Planning Commission’s Ptanning
Bulletin 18. Section 2.1 and Appendix A provide more details of what infrastructure can be funded through a
TS, Requirements for contributions beyond Planning Bulietin 18 have been applied where they are justified.

' Western Australian Legislative Assembly Public Accounts Comrmittes (2004} Inquiry info Deveioper Contributions for Costs Associated
with Land Developrcent

Casey, S (2008) Establishing Standards for Social Infrastruclure (p8-9)
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Since Planning Bulletin 18 was drafted in 1997, there have been significant changes in community
expectations regarding the standards and timing of community infrastructure provision. Best practice
examples where infrastructure (particularly landscaped parks and community buildings) has heen provided in
the early stages of development have helped to raise the community’s expectations of what should be
expected in a newly developed area.

Whilst the early provision of community infrastructure has been used by developers to provide a marketing
edge, the current system governing infrastructure requirements has resulted in an inequitable system where
some developers make a significant contribution to community infrastructure and some make none.

1.4 Why have community infrastructure contributions?

There are three main reasons for using development contributions to fund infrastructure provision:

1. When carefully applied they augment local government funds by taxing those who benefit directly from
infrastructure improvement — that is they are focused;

2. ltis economically efficient for development charges (reflecting the costs of infrastructure provision) lo be
levied on those responsibie for the development so that infrastruciure costs are inciuded in development
decision making; and

3. Htis equitable to charge those individuals who benefit frem public investment in infrastructure.

Howaver, these benefite must be balanced by a transparent system of calcufation that ensures that
development contributions are not used to address previous under provision of infrastructure or inadequate
maintenance and upgrading practices. They shouid alse not be used to remedy existing deficiencies where
infrastructure is not up to current standards. Some of the concerns about the application remedy existing of
tlevelopment contributions that have been identified include:

1. The inappropriate application of charges to an individual or development when they should be spread
more widely;

2. The lack of consistency in the appiication of development contributions when relying on an essentially
voluntary systeny,

3. Charges or standards for infrastructure provision thai are excessive for their given purpose;

4. Residents of developiments effeciively paying twice for some items through both upfront charges and
rates or ongoing charges;

5. Funds nol being spent for the designated purpose; and
. . . . " . 3
6. Lack of scope for {or excessive cost of) appealing against particular charges or requirements”,

In addition there is an ongoing debate on the impact of development contributions on the overall affordability
of land and housing. This Paper does not pursue this issue, except to note that in the Australian system the
end user always pays, in some form or other, for land, house and amenities of a particular standard, The
perlinent question is whether this payment is contained wilhin the land purchase prices, as development
contributions, or paid over time in the form of rates, taxes and fees for service.

3 Productivity Comimission {2004) Inquiry into First Home Ownership p165
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2. Western Australian Context

2.1 Current Framework

The Western Australian Planning Commission has adopted draft model Local Planning Scheme provisions
for development contributions {Planning Bulletin No 41) which were prepared by a working group comprising
representatives of WALGA, UDIA, Australian Association of Planning Consultants and DPI ({then Ministry for
Planning).

The draft provisions for development contributions were prepared to;

= Introduce a mechanism to deal with cost contributions which relate to subdivision and development;

» Provide for the equitable sharing of infrastructure costs between owners, and in particular, to ensure that
cost contributions are only required towards such infrastructure as is reasonably required as a result of
the subdivision and development of land in the Development Contribution Area: and

e To coordinate the timely provision of infrastruciure.

The draft model scheme text provisions set out a process for preparing development contribution plans
which provides the basis for cost contributions for owners in a Development Contribution Area.

The provisions are based on special control area provisions contained in Part 6 of the draft model scheme
text. A Development Contribution Plan is required to be prepared for a Development Contributions Area.
The Development Contribution Area is identified on the Scheme Map as a special control area. The
Development Contribution Plan does not have effect until it is incorporated as a schedule to Local Planning
Schemes. Importantly, there is a transparent process for the introducing of development contributions
requiring a Local Planning Scheme or scheme amendment.

The model provisions set oui;

1. Principles for cost contributions:

o Provide for cost contributions to only the cost of such infrastructure as fairly and reasonably refates
to, and is reasonably required as a result of, the subdivision and deveiopment of land in the
Development Contribution Area:

= Provide for contributions generally in accordance with the WAPC's poficies on development
contributions for infrastructure (Planning Bulletin 18);

«  Matiers requiring land contributions, such as public open space, are 0 be trealad as the cost af
infrastructure with any necessary adjustments to establish, where appropriate, a money equivalent:

= Cosi contribution is o be based on the proportion of the area, or the value of that owner's jand, it
bears o the total area or value of the land within the Development Contribution Area;

= Cosicontiibution is to take inte account the highest and best uses attainable for the owner's land:

a  Cost of infrastiucture is to be based on the amount spent, but when an expenditure has not
ocolwwrad, it is o be based on the best and latest estimated cosis available to the lozal government.
These costs should be reviewed at least annually.

2. The area to which a Development Contribution Plan applies.
3. Theinfrastructure to be funded through the Development Centribution Plan.

4. Method for determining cost contributions and cost apportionment schedule which appertions cosis to
land owners ir: the area,

5. The operative period of the Development Contribution Plan (not more than 5 years). This may be
extended and the Development Contribution Plan amended accordingly. An extension would require a
Local Planning Schema amendment.

6. Administration of funds collected through the Development Contribution Plan:
e Funds for each Development Contribution Area are to be held in separate reserve accounts
eslablished and managed in accordance with the Local Government Act 1995,
The local government is to provide to every owner an audited annual statement of accounts for that
Development Contribution Area as soon as practicable.
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Under the Planning and Development Act 2005, jocal governments can also use town planning development
or resumptive schemes to coordinate land development and cost sharing for infrastructure.

Itis aiready the pracfice in Western Australia for the infrastructure within a subdivision to be provided by the
developer. Table 1 summarises the infrastructure contributed by developers as part of the subdivision
process. Appendix A provides a full listing of Development Contribution Arrangements for the provision of
infrastructure as found in Schedule 1 of Planning Bulletin 18 (1997).

Table 1: Development Contributions Towards Land Development

Public open space
equivaient 10 10 percent of
the gross subdivisional
area, or alternatively, a
cash-in-lieu contribution
subject {o agreement
between the developer,
WAPC and local authority;

Cerlain jand for foreshore reserves on
the coast, rivers and lakes — normally
the requirement is 30

metres and wetland and wefland buffers;

Land for government
primary schoois ~ generally
four hectares per school,
but may be reduced to 3.5
hectares if the school site
is co-located with pubdic
open space;

Land for widening existing
reads where the
subdivision irkluces
additional fraffic
movemants:

.
Landg for district distidbotor
roads in new developmeant
areas that expand the
urhan front; andior

Land for primary distribnitor
roads and railway reserves
where justiiied by the
subdivision,

Reticutation of:

«  Water;

e Sewerage;

+ Drainage works; and

»  Electrcity supply infrastructure.

This covers on-sife works as well as off-
site capital works such as

major pump stations, trunk

sewers or transmission fines that

are necessary 10, or contribute {o,

the subdivision. Note that these

works are in addition to monetary ~
charges by the Water Corporation

and Western Power for off-site

major infrastructure; -

Allroads and traffic works
required within the subdivision
and knked to a constructed public
road. These roads provide
access o individual lois and aliow
utjfity services {0 be reticilated in
the road resarves;

Footpaths, pedestiian
accessways and dual-use paths
where requiied {generally along
one side of a road):

Upgrading. construction and
widening of existing roads and
right of ways to accommodaie
additionai traflic generated by a
subdivision: andfor

MNew district distributor roads
inciuding earthworks for the whole
road reserve, the construction of
one carriageway comprised of two
ianes and associated drainage
warks. in addilion, where set oug
n a struciure plan for the area,
grade-separated pedestian
crossings and dual-use paths may
he requised as a contribution.

Standard water, sewerage
and drainage headworks
charges for off-site major
infrastructure works; and

If an area is in fragmented
ownership, monetary

contributions can be

required in lieu of tand or
infrastructure works and to reimburse
other owners

where costs are shared.

Source: Public Accounts Committee (2004} inquiry into Developer Contributions for Costs Associated with Land Development p81-82
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2.2 Specific Examples of Development Coniribution Agreements

There are a number of examples of development contribution models currently operating within the Western
Australian context. These have been established on a voluntary basis except the SEAS Agreement which is
being implemented by an amendment to the City of Stirling TPS. Four examples are outlined in Table 2.

Table 2: Examples of Development Contribution Agreements

BB july 2005 — July 2010

Contribution of $388 per lot {based ona § for
raatching by both the City and Mulliplex) on ali lois
sold, CPt adjusted on an annual basis.

Based on legat agreement

Community facilities and services as endorsed by the
Vale Community Committee and approved by the
City including sport and recreation facilities.
community halls. environmental centres, health
clinics, not for profit facilities etc andg

community development officers. community support
services. cultural activities etc.

Capital and operational

Vale Community Commitlee (VCC) {7
representalives - 2 from the City. 2 from Muiliplex
and 3 from the Vale community)

Funds held i 3 City of Swan reserve account (Vale

Cemmunity Facilities and Services Reserve Fund).
All interest accruing to the Fund is added to fund.

Management

VCC develop an advanced 3 year budget and
specific annuat budget (budgei determined by vCC.
endorsed by Multiplex and approved by the Ciiy).
Cuarterty reporiing on income and expenditura.

Fund to operate in accordance with the Loca!
Govemment Act 1985

Eiements

Life of Project

Calcuiation of infrastructure costs based on a
propartionate sharing of the additional densif_ies:
henefits associated with the redevelopment

Supporied by amendments Lo the Town Manning
Scheme {District Planning Scheme N°2)

Conteiputions towards roads, streetscape
improvements, maior foreshore upgrade and
redevaeiopment.

Has to be a8 nexus between the infrastructure costs
and the more inlense development.

NIA

Reserve fund which complies with the Local
Goverrmen! Act 1695

* Caleulation of infrastruclure confribuion
Specific Site Additional Plol Ralio x 50% infrastruclure cosis
Tolal addifional Plot Rafic

hire of Gapel Dalyellup Community

July 2005 — June 2015
Per dweliing site contribution of $565 to be matched
by the Shire of Capel

Supperted by Town Planning Scheme N°9

Funding of facilities as identified in the Community
Facilities Developiment Plan

Capitai

Managed by the local govarnment

Funds held in reserve account administered by the
Shire for sole purpose of developing communily
facilities within Dalyeflup.

Fund to operate it accordance with the Locat
Govermiment Act 1985

Life of Projec!

Caiculation of the additional costs associated with
long term management and maintenance of public
open space in the Brighton Development.

Agreed contribution to Local Economic Deveiopment
Sirategy {levy per lof).

Supported by a legal agreement.

= Establishment of POS

s Conptribution fo Locat Economic Development
siralegy

= Contributions to community facilities including the
Butter Community Centre

NIA

Reserve fund which complies with the Local
Govemnment Act 1995
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There are some inconsistencies on the approach to the imposition of development contributions. The
WAPC imposes conditions on subdivisions requiring development contributions. The scope is set out in
Planning Bulletin 18. There is no consistent approach to development contributions by locat agreements.
Some local governments impose development contributions by way of scheme provisions consistent with
Planning Bulletin 18, In other cases, development contributions are imposed by poicy or agreements are
reached with developers. . _ U

There'is a’lack ‘of ‘sfrategic guidance ‘in"regional and local strategies for infrastructure needs and
programs. This means that there is no clear understanding of the infrastructure required, when it is
required and who is responsible for providing it.

The provision of social infrastructure is not a current requirement by the current Western Australian
system. In most other States, social infrastructure is included.
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3. What Happens in Other States?

Most States in Australia have some form of regulated development contributions regime which requires
deveiopers t0 meet some or all of the costs of providing infrastruciure to a development area. These may
take the form of a simpie set of subdivision requirements to cover all reticulated services and roads within a
development area to those that consider the impact of a development on the provision and upgrading of
infrastructure in a wider catchment area outside of the boundary of a development where there is a clear
relationship between the development and the need for additional services. Whilst the initial focus is often on
physical infrastructure (wires, pipes, drains and roads} most States have moved towards systerns that
include social infrastruciure,

3.1 Evolution of Legislation

The statutory basis for development contributions was first articulated in Section 94 of the New South Wales
Environmental Flanning and Assessment Act 1979, This legislation formed the basis for local governments
fevying develepers for the provision of infrastructure, services and amenities associated with new
devetopments. It was not until 1989 that the levy was utilised by local governments. In 1992, as a result of an
Inquiry, locat governments were required to have completed Section 94 Development Contributions Plans
before they could impose development contributions. Section 94 has been subject to two reviews since that
time ~ A Review of the Developer Charges Sysfem conducted by the NSW Government in 2000 and a
Report by the Section 94 Contributions and Development Levies Taskforce entitlied Funding Local
Infrasiructure in 2004,

The 2004 report recommended some significant changes to Section 94. In particular, it recommended two
extra ways of levying development contributions:

1. Voluntary planning agreements; and
2. Fixed development consent levies.

I addition, amendments to the legislation now enable cross boundary contributions - where a development
contribution may be levied or imposed for the benefit of an adjoining council and adjoining councils may
coflectively develop development contribution plans and distribute manies between them.

The amendmenis to the Cnvironmental Planning and Assessment Act 1979 hroughi i more into fine with the
Victorian legisiation that supported that State’s system for development contributions - the Planning and
Environment Act 1987, As with the New South Wales system, there was a delay between the initial
proclamation of the Act and the development of Development Contribiution Plans which formed fhe basis of
development contributions. By 1996, only & handful of councils had developed Development Contribution
Plans.

In 1999, the Bracks Government initiated a major review of the development coniributions process. This
review resulted in a simplification of the system.

Thera has been a significant increase in the level of sophistication in the legisiative frameworks used to
impose development contributions. This is illustrated by both the continuous amendments of legistation to
meet the increasing complexity of the planning and developiment environment; and the shift in focus from an
assessment basis to an integrated planning and infrastructure process to a sustainability focus (Table HoIn
particutar the New Zealand system, which is embedded in their Local Government Act 2000, focuses on the
long term implications of growth and development for both local government and the community.
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Table 3: Evolution of Legisiation Supporting Development Contributions

initially a fevy on
development.

Amended to require the
deveiopment of
Development
Contribution Plans
(DCPs}.

Amended o provide a
wider range of options
(BCPs. Voluntary
Agreements. fixed
leviesy and

Enable cross focal
government plans and
coniributions.

Current focus on the

impact of growth and

the linking of planning
with infrastructure.

Covered three types of

lewy:
»  DCPs;
o Voluntary

Agreements; and
o Fixed ievies.

Amended to:
«  Simpiify the DCP
pracess; and

o improve provisions
for community
infrastruchute.

Current focus on the
integration of planning
and infrastruciure to
support Metbourne
Growlly Areas.

Davelopment

contributions clearly

integrated into overall

infrastructure plans.

Provides for:

+  Priority
Infrastructure Plans
and related
Infrastructure
charges;

o Regulated
infrastructure
charges; and

° Infrastructure
agreements.

Town Planning and
Development Act 1928
provided for
development schemes
o coordinate
subdivisions and
equitable sharing of
costs for infrasiructure.

Many devetopment
schemes prepared for
areas of fragmented
ownership in the 1960s
- 1980s.

Planning Bulletin 18
Developer
Contributions for
infrastructure {1997}
covers development
contributions for
infrastructure including
principles, nature of
contribitions, standard
conditions and
contribution
arrangements and
methods for applying
contributions.
Planning Bulletin 41
Drafl Model Scheme
Taxt Frovisions for
Developmen!
Contrbutions (2000
= To ivtroduce 3
mechanism to deal
with cost
contributions which
refate to subdivision
and developrment;
s To provide for an
aquitable sharing of
irdfrastructure costs
hetween owners;
and
= To coordinaie the
limely provision of
infrastructure by
way of pricrities in
Local Planning
Schemes.’

Planning Bulletin 51
Liralt Model Text
Provisions for
Development Schemes
{2001} contains model
provisions based on
Planning Bufietin 41 but
adapted o
development schemes.

Emphasis on long term
sustainability.
Development
contributions finked
directly to local

government:
«  Community
Cutcomes;

e Long Term Council
Community Plans;
and

«  Financiaf
management
sirategies.
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A summary of the types of systems for development contributions for all States is provides in Table 4,

Table 4: Summary of Development Coniribution Practices

g alls
integrated Planning Act 1997 Contributions for development infrasiructure, including land or works for
integrated Flanning and Gther waler, fransportation and local services (eg. parks, community hails,
Legisiation Amendments Acts libraries) may be levied by locai councils: '
2003 and 2004 1. Under a Priority infrastructure Pfan {PIP);

2. Through an Infrastructare Agreement (between local government and
a developer) for infrastructure provision or centributions; and

3. Conditions requiring the supply of non shared infrastructure (eg.
internal works and connecting the site to shared works).

PiP forms part of the local planning scheme. It generally inciudes an
infrastrucluse Charges Schedule for fevies. Low growth councils may use
standard or regulated infrastructure charges.

“Victoria Planning and Environment Act Development contributions levied through:
G : 1987 1. Approved Development Contribution Pfans (DCP). enforced through
Section 46M{1} the conditions attached to planning and building permits:

2. Conditions on planning permits {but unless these relate to a DCP
these contributions must be for works or infrastructure on site); and
3. Voluntary Agreements (registered on the land itle).

Voluntary Agreements may be used when a developer requesis an
amendment to a planning scheme or a planning permit.

Set ievies that restrict funds that can be collected through DCPs (eg. 3800
per residential dwelling for community infrastructure}.

Funding can be used for;

= Acquisition of land;

«  Construction of public fransport Infrastruciure;
= Basic improvemenis {o public apen space:

= Drainage works; and

e Community facilities buildings.

Set levies resirict the amount that can be collected through DGR (for
example there is a maximum per household that can be ievied for
communily infrastruciure),
Enviconmental Planning and May require development cantribuiions (cash or In Kind) for services and
Assessment Act 1878 wrastruciure based ot approved contril:ution plans.
Section 94
Developiment  contributions  can alse be  levied  twough  voluniary
agreemenis and fixed ievies.

in general, funding can only ba used for capital items such as:

= Land acquisition costs:

+  Public facilities thal 3 locai governmeant has a responsibility to provide:
and

= Public facilities thai are needed as a consequence of. or o facililate,
new developments.

Development Act 1993 At the time of land subdivision, provisions for dedicating up to 12% for
public open space {or & cash contribution to POS).

Councils can establish funds for developers to contribute to car parking at
& fixed cash rate if this is preferable o providing parking on site,
Land Use Planning and Approvals Agreements can be made between councifs and developers. These may
Act 1983 include provisions for payments or other coniributicns for infrastructure,
Lacal Governmen! Act 2000 Provides a framework for long term community planning and funding with
development contributions being identified as one of the funding sources.

3.2 Comparison of Models

Table 5 provides an overview of the characteristics of the four development contributions medels. In general,
there are many commenaiilies between the models. Many of the differences relate to the scale of application
and the responsibilities of the local governments.
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The Western Australian model is the only model that does not have a clear stalutory basis. All of the other
models are enshrined in legisiation.

Al models for development contributions have a series of principles that fecus on the coneepis of:

e need and nexus;

e reasonableness and fairness;
= equity and fransparency; and
« efficiency and accountability,

The focus of the models is on contributions towards capital expenditure as it relates to the provision of
physical infrastructure including community infrastructure. The Western Australian model is more limited in
its application to community infrastructure,

Models offer a range of agreements including:
s development contribution plans

s voluntary agreements; and
o fixed levies.

All models require well documented justifications for the type and level of coniributions. They have similar
reporting and accountability requirements with the need for funds to be held in trust or reserve accounts.
There are provisions in all of the models for price escalation and processes for refurning unspent monies.

The New Zealand model is the most comprehensive with requirements for delailed ptanning {(particutarly
financial) at the local level before development contributions can be levied. |5 should be remembered that
local governments in New Zealand are much larger and have a much wider range of responsibilities than
they do in Western Australia (including responsibility for essential services).

Table §: Comparison of Characteristics of Models for Development Contributions

Davelopment
contributions mustl:
= Have a strategic

basis:
¢ Be justified;
«  Havea

demonsirated nexus
between new
development and
need for new
infrasiruciure;

= Musthave a
raasonable fime
horizon;

»  Reprasent a
commitment by ail
parties;

= Be accountiable;

« Be fransparent; and

+  Musi be inthe
Planning Scheme.

Works in kind. Covers a
wide range of
infrastructure including:
&  roads;

= public transport

Reasonableness in terms

of nexus {ihe connection
hetween development
and demand creaied}
and apportionment (fhe
share borne by futtre
development) and other
relevant factors; and
Accountability both public
and financial.

Capital costs including:

¢ Land acquisition;

= Public facifities that a
councit has the
responsibility to

The cost aliocation

pracess for developmeant
confribitions must reflect
the following principles:

s Equity

= Efficiency

= Consistency

& Transparency

= Practicality

Development
contribudions may be
reqaiired in relation to
developments if the effect
of the developments is fo

Deavelopment must creale
or confribute 1o the need
for the particular
infrastruciure or facility.

Contribution must be:

= fair and reasonabile
and reflect the frue
casts of the
infrastructiire or
tacility;

= fairly apportiched
belween multiple
fandowners
proportional to the
share of the need
created by each
landowner's
subdivision: and

e speniwithin a
reasohable period of
fime.

There must be
accountability in the
manner in which
contributions are
determined and
expended.
Development
contributions usually take
three forms:
s The ceding of land for
roads, public open
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Mechanisms®

infrastruciure:
= basic improvements
to POS;
« drainage works; and
s community facilities.

Also aliows for the

acquisition of land to

facilitate any of the

“above.-

+  Development
* Contribution Plans
e Voluntary
Agreements
+ Standard Levies

Only one form of
contribution mechanism
can be used.

provide; and

e Public facilities that a
councif has the
responsibility to
provide.

Contributions can only be
applied to the capital
funding.

+  Seclion 94
Contdibutions Plan

= Voluntary Planning
Agreements

e Fixed Levies

raguire new or addifional
assets of assets of
increased capacity and,
as a consequence, the
territorial authority incurs
capital expenditure to
provide appropriately for:
o Reserves;
s Network
itfrastridture; and
»  Community
infrastructure.

Developmeni
Contiibutions Policies
that must relate to'and be
integrated into the
Councils LTCCP,
Financial Management
Plan and Asset
Management Plans.

space, primary
school sites, drainage
ang other reserves;

o Construction of
infrastructure works
which are transferred
to public autherities
on completion; and

= Monetary
contributions to
acquire land or
underiake works by
public authorifies or

“others.

Identification of special
areas and incorporated in
Locat Planning Schemes
as per Planning Bulletins
18 and 41.
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4. Proposed Approach

4.1 Determine what development coniributions can be levied for

Current Situation
Planning Bulfetin 18 defines development contributions as:

‘Legally enforceable contributions that a developer is required to make for the provision of infrastructure and
directly relate to the needs arising from the development.”

These contribufions usually take three forms:

o The ceding of land for roads, public open space, primary schoof sifes, drainage and other reserves;
o Construction of infrastructure works which are fransferred to public authorities on completion;

= Monetary contribufions fo acquire land or undertake works by public authorities or others.

The Queensland system uses the terms development infrastructure which is defined asg:

“‘Land or works; or land and works, for water cycle infrastructure (including water supply, sewerage, drainage
and water quality), fransport infrastructure and local community infrastructure.”

Any infrastructure that falis under this definition can be charged for under an Infrastructure Charges
Schedufe.

The Victorian system uses the following definition of development infrastruciure to include:

o the construction of drainage works:

o land forming and landscaping of public open space;

e the consiruction and installation of lighting. street furnifure. seating. signage, fencing and playground
aequipment;

s the construction and landscaping of roads, fooipaths and hike paths;

= the construction of traffic management devices;

» the consfruction of public fransport infrastruciure, including fixed rall, bus and fram siops, and stations,

o the acquisition of land for roads, public transport comidors, drainage pumoses, public cpern space, and
commiuaity faciiities: and

= buildings and works for or associaled with the construciion of matermnal and chitd health care cenires,
child care contres, kindergarfens. or any centre which provides these facilities in combination.

Al of these can atlract a Development Contribution Levy.
The NSW system allows for contributions to be sought for:

¢ Capital costs including land acguisfiion costs;
= Fublic faciliy that a council has responsibility ta provide;
o Public facilities that are needed as a consequence of, or to facllitate, new development

Section 94 can only be applied to the capital funding of facilities. The only recurrent funding permitted is the
ongoing mainienance of roads where heavy vehicular traffic movement arises directly from a specific
development activity such as mining.

In New Zeatand, development contributions can oniy be used for capital expenditure where the effect of a
development is to:

“require new or addilional assets or assefs of an increased capacity and, as a consequence, the territorial
authority (local government) incurs capital expenditure to provide appropriately for:

e [Reserves

e Network infrastructure
e Community infrastructure.”
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Network infrastructure is defined as “the provision of roads and other transport, water, wastewater, and
stormwater collection and management.”

Community infrastructure means land, or development assets on land owned or controlled by the territorial
authority to provide public amenities; and inciudes land that the terrflorial authorily wilt acquire for that
purpose.

There needs o be a clear distinction between capital and recurrent funding. In general, development
contriputions are used to fund capital expenditure. Most tegislation focuses on capital with very specific
conditions where it may be appropriate fo fund recurrent expenditure. There are very few instances of
development contributions being applied to recurrent funding, and when they do, it is strictly time fimited and
related to a specific capital item.

Recommendation 1
Planning Bulietins 18 and 41 be updated and amalgamated into a comprehensive State Plantiing
Policy on Development Contributions. Requiremeénts for contributions beyond the standard

provisions may be levied where justified and supported by provisions in a local planning scheme.
This SPP would be reviewed on a regular basis.

4.2  Define the principles under which they can be fevied

Current Situation

Planning Bufletin 18 provides the principles that are currently used for levying development contributions in
Western Australia:

= The subject subdivision must create or contribute to the need for the particular infrastructure or facility for
which the contribution is being soughi.

s The contribution must be fair and reasonable and reflect the true costs of the infrastructure or facilily.

=  The contribution should be fairly appeortioned belween multiple landowners proportional o the share of
the need created by sach landowner's subdivision.

= Afinapcial contribution must be spent within a reasonable period of ime.

¢ There should be accouniability in the manner in which contributions are determined and expended.

Table 8 provides some examples of the principles and definitions that apply to the process for determining
development contributions.

Table & Principles Tor Applying Development Contribhugions

Necessary - with the nead for  Develepment contributitng Reasonableness in terms of s Necessary,
the infrastructire concerned must nexus (the connection o Directly refafed lo the
clearly demonstrated; = Mave a sirategic basis, between development and proposed development;
Efficient - justified on a whole o Be jusiified; o demand created) and e Equitably applied fo all
of life cost basis; consistent . s - Havé 4 demonstrated appertionment (the share developmant projects;
with maintaining firancial nexus between Hew borae by fulure development) - Anpligd in‘an opsn and
disciplines on service development and need for  and other relevant faclors!-and frangparent manner
providers by precliding over ‘haw infrastructiine; Accountability both public and s Calcolaied usiﬁg En
recovery of costs; - «  Must have a redsonable financig. - agreed, condistent and
Equitable — with a clear nexus time herizon: : _ - edrtdn methodotogy;
between‘benefits and costs, +  Represent a commitment s Easylo understand and
and only implemented after Ly alt parties; Aol -
industry and public inpui. +  Be accountable; «  Fair'and reasonably

Be transparent; and related to the scale of the

¢ Must be in the Planning proposad dévelopment:
Scheme. and

»  Be fair and reasonable in
all other respects.
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Recommendation 2
The principles identified at the initial Workshop be incorporated into the new State Plan hing Policy.

o Transparency Both the method for calculating the contribution and the manner in which it is
: S = applied should be clear, fransparent and simpie to understand and administer.

Contributions should be levied from ali developments within a development area,

based on their relative contribution to need.

All contributions should be clearly identified and methads of accounting for

escalation agreed upon at the commencement of a development.

Coniributions should be justified on a whole of life capital cost basis consistent with

mairdaining financial discipline on service providers by precluding over recovery of

costs.

Contributions should be applied uniformly across a development area.

“The need and the nexus The need for the infrastructure must be clearly demonstrated (need) and the
IR ST conrection between the development and the demand created should be clearly
estabiished (nexus).

Developers have the right to be consulted on the manner i which contributions are

. Right of consultation an
eview : determined. They aiso have the opportunity to seek a review by an independent
B third party if they believe the contributions are not justified.

There must be accountability in the manner in which contributions are determined
and expanded.

4.3 Determine the methods for levying development contsibutions

| Current Situation

[ The Western Australian system supporis Development Conlibution Plans through Local Planning Schemes

| and recognisas voluntary agreements.

Most syslems offer three ways of raising development contibutions:

s Development contribution plans;
«  Voluniary agregmens: and
= Fixed levies,

Table 7 shows the application of these three methods, referenced to the New South Wales systerm.

Table 7: Possible Wethods for Levying Development Contributions Compared with the Current NSW
System

Application

s - Oplimum where growih is faster and higher levels of confributions are able to offset the
considerable administration costs, financial risks and inefliciencies of managing money
amongst and within the funds

« Areas with mulfiple owners who are unable to co-ordinale in offering dedications or works-
in-kind

Key Issue

¢ Substantial work required to satisfy statutory reguirements compared with potential
benefits

Application

e Little growth and slow accrual of funds in established urban areas or rural areas. or where
provision of facilities benefits a dispersed set of contributors

s Areas with mulliple ownership with littte scope for land dedications or works-in-kind

» Cosis of needed infrastruciure are relatively low and spread over time

Page 15

|
]
i




Key Issue
+ Lower leve! of contributions but greater flexibility in expenditure
* The application of fixed fees is not consistent with the principles of need, nexus and

ection 04A levy -

: = transparency
‘Voluntary Agreements are bast Application
Rl y o gL e R S0l «  One or fow owners that have an incentive to fund infrastructure
R IR ey T+ More successful where major growth ar development ocours in a distinct area
Rkl p R CH SRR < . Can offer different and betier outcomes through efficiencies in the process or through
would be suitable for areas like St - ‘infiovation by the parties
Andrews and Amariffo. . B Koy issue
S . o Whether the outcomes worth the substantial effort required fo implement a satisfactory
agreement

Source:  Modified from Department of Infrastruciure Planning and Natural Resources (2005) Developer Contribution Practice Note

What is essential is that there is consistency in the application of methods and that both developers and local
governmenis are treated fairty and equitably. The use of fixed levies as a method of collecting development
contributions is inconsistent with the principie of demonstrating a need and a nexus and should be
discounted for this reason.

There is nothing that would preclude neighbouring local governments from developing joint Development
contribution Plans that could address across boundary infrastructure issues. Where local governments
developed joint Development Contribution Plans, all of the participating local government would be required
to incorporate the Plan and define Development Contribution Areas in their L.ocat Planning Schemes.

Recommendation 3
That the Western Australian system offer two ways of raising development contributions:

»  Development contribution plans; and
«  Voluniary agreemenis.

4.4 Develop detailed methods for caleulating coniributions

Current Situation
Planning Bulletin 41 defines the principles for Cost Condributions Plans for Development Contribution
Areas:

(ab s to provide for Cost Contribulions o only the cost of such Infrasiructure as faitly and reasonably refates to,
aind is reasonably required as a resull of, the subdivision and doevelopment of land in the Development
Contribution Area; {

(b} itis to provide for Cost Contributions generafly in accordance with the Commiission’s poficies on development
confributions for Infrastruciure;

(¢} matlers reguiring land contribution, such as public open space, are (o be freated as the cost of Infrastructure
with any necessary adfusiments o establish, where appropriate, a money equivalent,

() the Cost Conlribution is o be based upon the proportion that the area or value of that Owner’s land bears io
the folal area or value of fand within the Development Conlribution Area;

{e) the Cost Contribution is to lake into account the highest and best uses altainable for the Owner's land; and

(f)  the cost of Infrasiruciure is to be based on amounts expended, but when an expenditure has not occurred, it
is to be based on the best and lalest estimatod costs available o ihe local government.

Levelopment Contribution Systems in Chzeensland, New South Wales and New Zealand are supported by
standards for calculating development contributions. Local governments are required to publish their
catculations with the development contribution plans.
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441 New Zealand Model

The New Zealand system identifies the following characteristics for a cost aliocation model:

el Sp

Causation - costs should be The allocation of Davelopments of a Bath the method The complexity of
allocated to those who cause costs should result similar nature should  and the manner in the allocatian
them to occur in resource be charged similar which it is applied method sholild
Benefit — costs should be decisions that amounts should be match the matter to
allocated to those who henefit maximise social well transparent which it is’ applied
from them being

Requirements

1. Service standards
Full and detailed information on services provided relating to:
s Quantity,
e Quality; and
« Performance.

2. Drivers of expenditure
Identify the works driven by growth as opposed to those driven by other requirements such as renewals,
improvements to service delivery standards and ‘catch up’ spending on assets.

3. Surpius capacity
Need to identify whether there is existing capacity within the system that has already been paid for
(surplus capacity).

4. Allocating costs to units of demand
Units of demand include
e Household unit equivalents (based on occupancy raies ie. 2.2 persons per househoid);
»  Area of catchment {for works that are not directly influenced by population such as stormwater
drainage); and
= Gross floor area for commercial developments.

44,2 Mew Soputh Wales

Randwick City Gouncli

Caleulation of levies for public open space and community facilities is based on:

= schedules of work to identify cosis;

o estimate of the number of new dwellings to be created over the next five vears (3.2% growth rate and
1,600 net additional dwellings); and

¢ proportion of fofal expenditire between demand created by new developimen? and that created through
existing development (25% new development and 75% existing development).

EXAMPLE
Calculations
CRES = (28%° x TOS + NDWGS) + (25% x TOF + NDWGS)
where
CRES contribution rate for net new residential development
TOS the total cost of open space/recreation works from Schedule of Works (eg. $13,115,000)
TGF the total cost of community facifities from Schedule of Works ($1,450,000)
NDWGS the number of additional dwellings estimated to be builf over the next 5 years (1 B0
CRES = (25% % $13,115,000 + 1,600) + (25% x $1,450,000 + 1,600)
= $2,049 + $306
= $2,055

® Assurnption that open space and community faciities will be utilised on the basis of 25% new development and 75% existing residents
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That is, the apen spacefrecreation component is $2,049 per dwelling and the community facilifies component
is $906 per dwelling.

Based on an average dwelling occupancy raie of 2.4 persens per dwelling, the rate per occupant of new
development is:

cocce =CRES+24

where

COCC the contribution rate per occupant of new development
Coce =$2,049+24

Open space = $854 per person

COCC = $906 = 2.4
Community = $378 per person

4.4.3 Queensiand

The Queensland system relies on the creation of Infrastructure Charging Schedules which require a clear
link between the infrastructure to be charged for and the Priorily Infrastructure Plan. The process for
determining appropriate charges is as follows:

Identify the infrastructure to be charged for

Determine the catchment area for that particular infrastructure

3. Determine what is to be included in the charges

Determine liability and apportionment

= Define catchment, establish sxisting demand and ultimate demand

e Define and value existing infrastructure

¢ Determine required infrastructure at ultimate demand

« [zstablish total cost of new and existing infrastructure at uitimate demand

« Divide the folal costs of new and existing infrastructure by the ullimate demand to determine the
infrastructure charge.

N

o

Suggested prosess for calowlating development contributions

Mlatters fto be Considered Drocuymentation

@ Wt i:'\fra—:‘,sim(:iurﬁa B orecuired? bde iy = Infrastruclure Plan
- Demand Analys

L e ) infrasivi cturs
= VWhaen is it heedad? - Staging

needs
Plan
— e
_________ g
S
= [Does the infrastruciume sanice Determinge
justgrowlih areas or paoih catchment/s

growth and exsiing areas?
« VWhat are the relative

proporidons?

This should include all costs of
design, financing arnd
constructions and cosis of land
acquisition

o Fully costed Capital Warks
Plan
« Revenue/Funding Sources

System for regularly reviewing
and indexing contriutions
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Recommendation 4

That development contributions be calculated on the basis of:

« Catchment areas for the facilities/services;

« The Need: clearly identified capital costs for the provision of facilities/services based on an
analysis of demand or need; and -

« The Nexus: identification of the proportion of use to be attributed to new growth {re the
proportion of new growth generated by a particular development) and the proportion associated
with servicing the needs of the existing community.

To support this calcufation a locai government would need to have:

» A community infrastructure plan for the area identifying the services and facilities required over
the next 5 to 10 years {supported by demand analysis and identification of service catchments);

* A capital expenditure plan (with at least 5 out years) which identifies the capital costs of facilities
and the revenue sources (including capital grants) and programs for provision;

o Projected growth figures including the number of new dwellings to be created at catchment level
{suburb or district); and

e A methodology for determining the proportion of costs of community infrastructure to be
attributed fo growth and the proportion to be aftributed to existing areas.

4.5  Accountable system for managing funding

Current Situation

e Funds for each Development Contribution Area are to be held in separate reserve accounts established
and managed in accordance with the Local Government Act 1995

= The local government is fo provide io every owner an audiled annual statement of accounts for that
Development Contribution Area as soon as practicable.

s essential that any systern for development contributions includes a mechanism that ensures that the
funds are used for the purpose for which they are collscted.

The New South Wales Fnvironmental Planning and Assessment Act 1979 Regulations refating o Section 94
requires Council to mainiain or provide:

= A contributions register:

= Accounting records that allow monetary Section 94 contributions and Section 94A levies {and additional
amounts eamned from their investment) to be distinguished from all other money held by Coundil; and

e An annual statement of all confribution plans.

Hecommendalion 8

The arrangements for accounting for funds collected through development contributions should be
as set out in Planning Bulletin 41, Cost contributions should be credited fo a separate account
established and managed In accordance with the Local Government Act 7995, Local Governments
should publish and make available to owners an audited statement of accounts for the Development
Contribution Area.
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Appendix A: Planning Bulletin 18 Schedule i
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Appendix B: Specific Examples

VICTORIA

Planning and Environment Act 1987

Development contributions are payments for works-in-kind towards the provision of
infrastructure made by the proponent of a development. They cover:
(a) Acquisition of fand for:

e« Roads

e Public transport corridors
¢ Drainage

e Pubiic open space, and

= Community facilities including, but not limited to those listed under (f);

{b) Construction of roads (including bicycle and footpaths, and traffic management and
controi devices);

{c) Construction of public transport infrastructure, including fixed rail infrastructure, raifway
stations, bus stops and tram stops;

{d) Basic improvements fo public open space including earthworks, landscaping, fencing,
seating and playground equipment;

(e) Drainage works; and

(fy Buiidings and works or associated with the construction of an maternal and chiid haatth
care centre; a childcare centre; a kindergarten; or any centre which provides these
facilities in combination {Section 46M(1)).

Development Contribution Plans (DCP)

A DCP s 8 mechanism used to levy new developments for contribuiions o pianned

infrastructure need by the fuiure community. 1t forms part of a planning scheme. The

Minister for Planning approves the DGP by approving amengments to planning schemes fo

incorporate DCPs.

The Principles of a DCP are:

Strategic basis: it must be strategically linked io the State Planning Policy Frameworl ar
the Local Planning Policy Framework;

Justitied: Infrasiructure projects can be included in & DCP if they will be used by the future
comsmunity of an area. including existing and new development:

Mexus between new development and need for new infrastructure: It mus{ be
demonstrated that the development o be levied is likely to use the infrastructure {0 be
provided;

Must bave a reasonable time horizon: A DCP must Include a time horizon which should
not exceed 26 - 25 vears:

Commitment: A DCP imposes a binding obligation on an infrastiuciure provider (o provige
the infrastructure by the date or criteria specified in the DOP;

Accountability: Levies collected must be used to provide the infrastructure specified,
proper financial accounts must be kepl to demonstrate this;

Transparency: All assumptions relating to the caloulations of fevies within the DCP must be
documented and justified; and

Must be in the Planning Scherme: Development confributions can only be levied through
an approved BCP.

Section 46K( 1} describes the mandatory contents of a DCP:

= Clearly identified geographic area that the DCP applied to;

e Schedule of infrastructurs o be funded {including classification as either deveiopment or
community infrastruciure and timing for provision);

s Relates need to the proposed development;

= Specifies estimated cost and the proportion of this cost which would be funded as a levy,
and

« Describes the method for caiculating levies.

Voluntary Agreements

VAs provide an allernative mechanism to DCPs for obtaining development contributions.
They can be negotiated between the council, landowners and other parties at the time that a
development proposal is considered.

VAs can provide for:

= costs and standards of infrastructure provision;
e iming of infrastruciure provision;
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s parties’ obligations to provide infrastructure;

¢ timing of payments towards infrastructure;

+  refunding of cash contributions;

« upfront provision of infrastructure by one land owner and the reimbursement of the
costs by other landowners as they develop; or

= work-in-kind in lisu of a cash contribution.

Section 173 provides a mechanism for VAs between the responsible authority, the
landowner and other parties. The agreements are binding on the owner and subsequent
owners of the land that is affected by the agreement. It is usually registered on the title of the
land that is affected.

VAs can be initiated when the council considers a planning scheme amendment request or
when it considers a planning permit application.

Conditions on Flanning Permits
Section 62 establishes the circumstance under which a planning permit condition can be
used to require payment for or provision of infrastructure,

The process for developing Devalopment Contribution Plans is outlined below.

Document the Strategic context for the DCP

Divide the DCP Area into analysis areas

Quantify the development in each analysis area

Convert the development projections inlo common demand units
quaniify the total demand for infrastruciure

Listinfrastructure projects and costs included in the DCP

Identify main catchment area for each infrastructure project

Caleulate the infrastructure levy payabie for each infrastructure project
Calculate the total infrastructure levies in each analysis area

. Establish charge areas that have commen infrastructure levies
10.Describe how infrastructure levies will be collected

Calcilate
Infrastructure
Levies

e

S w

0o~

Anziyvse Budget 1. Estmate the amount the coundl would need to fund for each infrastruchsre

e roject
tmpt % p .
plication 12 Prepare a cash flow analysis
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Specific Example

City of Manningham Doncaster Hill Development Contribution Plan {June 2003)
The Doncaster Development Contribution Plan relates to the Doncaster Hill Activity Centre, an area that will
becorne the hub of the Manningharm City Municipal Area, with a view to creating:

@

higher density housing;

major improvements to the public domain:
better public transport services; and
enhanced traffic management services.

® & @

itis expected to accommodate some 8,300 residents and represent an investment of in excess of $42m over
the next 20 years. The projects are to be funded on the basis of $12.5m through public open space
contributions and $29.5 through the Development Contribution Plan. The extent of the Development
Contribution area can be seen in Figure 1.

Figure 1: Doncaster Hill Activity Centre Boundary

The infrastructure charges per unit of residential development and per 121 sqm of commercial floor space
and 19sgm of retail floor space are outlined below.

2

g7

$322 $257 $i22 nfa nla $701
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NEW SOUTH WALES

Section 84 of the Environmental Planning and Assessment Act

Contributions can be sought for;

o Capital costs including land acquisition costs;

o Public facility that a council has responsibility to provide; and

« Public facilities that are needed as a consequence of, or to facilitate, new development.

Section 94 can only be applied to the capital funding of facilities. The only recurrent funding
permitted is the ongoing maintenance of roads where heavy vehicuiar fraffic movement
arises directly frem a specific development activity such as mining.

Capital funding includes:

o The cost of land acquisition including all things necessary to bring the land into council
ownership and to a standard suited for the end use; and

o Construction and provision of facilities including all the things necessary to facilitaie
consiruction and to bring the facility to a standard that is suitable to the end use.

Development contributions are supported by a development confribution plan.

Specific Example

Randwick City Council Section 94 Contributions Plan (July 2003}
The aims of Randwick City Council Section 24 Contributions Plan are to:

s Enable Council to implement a program of public works o provide those amenilies and services for
which new development and/or redevelopment has created demand.

«  Complement development confrol policies contained in Randwick Local Environmental Plan 1088,
Council’'s Development Control Plans and Heousing Strategy.

«  Provide the hasis upon which the Councit can effectively administer developiment contributions policies
in a practical and equitable manner.

=  Enable applicants to determine, at the earliest possible stage, the types and extent of contitbutions
generated by development.
fdentify and quantify public faciilies or public services for which development has created the need.

The implamentation of works funded by contributions resulting from the plan is hased upon the prolected
growih of the City of Randwick over a 5 year period from September 1999 (excluding Kensington Car
Parking and Kensington Townscape improvemant works which will be carried out over the next 5 years from
August 2003). Contributions apply across the local government area.

Examples of the levies raised are shown below.

$853.75 $377.50 $1,954.00
$1.196.25 $528.50 $2,735.0C
$1,792.88 $792.72 $4.103.00
$2.732.00 $6,252.00

: _ RIS
$52 T LK

549 : $6.615
328 $7,902
$80 $2,856
$58

$43 $11.,963
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NEW ZEALAND

» Resource Management Act 19971(RMA)
« Local Government Act 2002 (LGA)

Resource Management Act

‘s lerriforial authority {o impose conditions on resource consents requiiing  financial
confributions in accordance with the refevant provisions of the district plan or proposed
district pfan” ’

These contributions are intended fo promote the sustainable management of natural and
physical resources in accordance with the purposes of the RMA. They are not intended to be
used to address the fiscal impacts of growth.

Local Government Act

Presciibes the scope of and methodology for calculating development contributions.
Development contributions can only be used for capital expenditure where the effect of a
development is to

‘require new or additional assels or assets of an increased capacity and. as a consequence,
the terriforial authority (focal government) incurs capital expenditure to provide appropriately
for:

¢ Reserves

e Neltwork infrastructure

o Community infrastructure.”

Network infrastructure is defined as “the provision of roads and other fransport. water,
wastewater, and stormwater colfection and management.”

Community infrastructure means fand, or development assets on tand, owned or confrolied
by the territeral authority to provide public amenities; and includes land that the territorial
authority will acquire for that purpose.

The lecal government intention to raise development contributions must be supported by:
the identification of community outcomes which are reflected in the Long Term
Community Plan {LTCCP).

The LTCCP represents that community’s expectations of the services that will be provided by
Council and the level of services that will be achieved. Thiz forms the basis Tor estabiishing
whether existing infrastructure has a shorifall in either capacity or level of service for axisting
residents that should be funded by existing ratepayers rather than through development
contributions.

A Council must prepare a development contribution policy as part of its revenue and
financing policies of ks LTCCP.

‘The Councif's development contributions policy must;

Be supported by a needs assessment which enables the coundl to determine whether the
current supply of community facilities is meeting the needs of existing residents; and assist
the councit io identify the capital expenditure that il expects to incur to meet the increased
demand for community faciliies resulting from growth,

It shouid:
Summarise the capital expenditure identified in the LTCCP that the council expects to incur to
rreet the increased demand for community facilities resulting from growth.

(a) Stale the proportion of that capital expenditure that will be funded by development
contributions.
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Expiain why the Council has determined to use those funding scurces to meet the
expected capital expenditure.

Separately identify each activity or group of activiies for which a development
contribution will be required.

For sach activity or group of activities, specify the total amount of funding to be sought
by development contributions.

Explain and justify the way each development contribution is calculated,

Describe the significant assumptions underlying the calculation of the schedule of
development contributions. This must include an estimate of the potehtial effects if there
is a significant level of uncertainty as to the scope and nature of the effecis.

Where appropriate, deséribé the conditicns and criteria that will apply in relation to the
remission, postponement, o refuind of development contribtions.

Describe the basis on which the value of additional allotments or land is assessed for
the purposes of Section 203 which sels the maxmum devetopment contributions which
may be imposed in respect of réserves.

Contain a schedule which specifies the contributions paydble in respect of each district
(or part of a district) calculated in accordance with the methiodology relating to the type
of infrastructure. The schedule must also specify when the council may require the
development contribution (for example, at the time a building consent or resource
consent is granted).

Specific Example

Weilington Development Contribution Plan

The Lecal Government Act 2002 provides a detailed framework for the development of Development
Contribution Plans. These are integrated into the City’s Long Term Council Community Plan, and are directly
related to the Cily's Financial Management and Asset Management Plans.

Section 106(2)(c) of the LGA 2002 requires the Council's Development Contributions Policy to explain why
the Council has determined fo use development contributions as a funding source, by reference to the
matters referred to in section 101(3) of the LLGA 2002 detaiied below.

The following community outcomes, identified in the LTCCP, are relevant to the decision of how to fund
growth retated infrastructure:

= Wellingtor's long-term environmental health will be profected by welkplanned and well-maintained
infrasfructure.

«  Opportunities for aclive and passive recreation in Wellington will be diverse, safe, affordable. accessible
and attractive.

= Wellingion's communities will have ready access to multi-use indoor and outdoor facifities and spaces.

«  Wellingtonians will protect and have access to public green open spaces and the coast.

= Wellington's governing bodies will comply with all legislative requirements and will behave in an ethical
and fair manner.

Charging new development for the additional infrastructure ensures a fair contribution to the community
outcomes. This means, for example, that:

s Traffic resuliing from development is managed by a programime of works that maintains existing traffic
flow, pedestrian and cycle access, parking and safety standards;

= lLarge, efficient reservoirs and pumping stations are built and shared across a number of developments;
and

e Reserves are created and developed to service growih.
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The process for determining how development contributions have been calculated is outlined below.

Step

Explanation

LGA Reference

One

Befine catchments
A catchment is the area served by a particular infrastruciure, eg. reservoirs, pumping
stations and pipes.

Catchments are defined with reference to characteristics of the service, the commeon
benefits received across the geographical area supplied and judgment involving a
batance between administrative efficiency and the extent of common benefits,

LGA Schedule 13

1(a)

Two

Identify 10-year capital expenditure resuiting from growth
The proportion of total planned costs of capital expenditure for network and community
infrastructure and reserves from the LTCGP resulling from growth.

Growth costs (capacity increase to cater for new entrants) can be funded in full or in part
by using development contributions. This is one of three components of the total 10-year
capital costs budgeted in the LTCCP, the other two components being level of service
improvements and renewals. These two costs must be met from funding scurces other
than development contributions.

Justification for the level of growth capital expenditure should be supported by financial
management funding considerations {refer to 3 above) and show significant assumptions
and impacts of uncertainty.

LGA 106(2)a and
Schedule 13 1(a)
LGA 106(2){a)

LGA 101(3)(2)
LGA 201(1)(b}

Three

Identify the percentage of growth refated 10-year capital expenditure to be funded

by development contributions

Unless the Council wishes fo reduce fees for clear policy reasons, this is likely io be 100

percent in most cases, because:

e it directly relates 1o the planned capital expenditure set out in the LTCCP and
detailed in the Council's Asset Management Plans and

= the capital expenditure identified for growth can be reasonably identified.

LGA 106(2){h}

Four

identify the appropriate units of demand

The selected unit of demand is Equivalent Housahold Units (EHUs) caloulated as ollows:

= Fora greenfield development, an allotment, eg in Morthern Growth developments the
average lot size is 550 - 600m”° .

= EHUs will be applied uniformly for each lot regardiess of size for reasons of
administrative simplicity and lot size is not considered to have 2 material impact on
demand. ]

s For non-residential development, 65m° (based on average space per office worker of
26m° and an average number of persons per housebold in the Weilington region of
2.6 {per the 2001 census) or by self-assessment supported by an impact report or by
special assessment whereby the Council prepares an impact report as a basis for
assessment.

¢ Foran infill development, a residential dweliing as defined in the District Plan.

L GA Scheduie
13013

Five

ldentify the designed capacity (in units of demand) provided for growth The
designed capacity may vary between different types of infrastructure. In many cases it
will be considered economically prudent to provide spare growih capacity considerably
beyond current 1d-year expectations. For exampie, large scale, high cost citywide
infrastruciure such as & sewerage treatment plant will have significantly more designed
capacity for growth than ongoing roading improvements.

Costs are recovered across the full designed number of EHUs. Projected growth in EHUs
over the 10 year period of the LTCCP will be relevant to the Councils budgeting of
revenue but not fo the calculation of the development contribution per EHU.

LGA Schedute
131ULY & (2)

Bix

Allocate the costs to each unit of demand for growth

The development conlribution charge per EHU is calculated by dividing the total capital
expenditure resulting from growth (step two) by the designed units of demand for growth
(step five).

LGA Schedule
13(1)b)
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Step Explanation I.GA Reference

Seven Input results to comprehensive schedule of fees by catchment LGA 201{2) LGA
A detailed schedule must be prepared as pari of the policy that enables the development | 201 (1}a) LGA
contributions to be calculated by infrastructure type and catchment. 201(1)b)L(e) & {d)

The policy will be supported by the significant assumpticns made to determine the
development contributions payable and their impacts, contribution and conditions and
criteria for remission, postponement or refund, the valuation basis for assessment of
maximum reserves and catchment maps.

The development contributions are shown below.

“ gxeluding

NisD zone Water Supply Wastewéie:r'-' Roading $ per | .- greenfield | . greenfield
_ Map : $ per EHU $ per EHU - EHU .| development® | development’

i . o EHU -
Roseneath i $1.185

e | westem Messines | $1.750 $961 52440 50 50 $5,151
-| Grenada Noth HL "7 $1.750 $7,250 $1.185 30 $0 $10,185
0 | Frovisher $1.750 $1.904  $1.185 50 $0 34839
E - Ketbun _. $1.750 $1.392 51.186 30 86 $4.327
Central Johnsonville : o 5 5

Viogt - 51750 $850 $1.185 56 50 $3.785

Ngaio Yest _ $1.750 53.607 $1.185 50 50 56,842
Onslow _ 51,750 5677 $1,185 $0 50 $2612
Churlon-Siebbings $1.457 $1.543 5722 52.495 50 56,217
Northern Grenada- s o - PR : 5 : P

I Lincolmshine $1.457 $6.720 5722 $1.144 $5 $9.040

- :f lnner Gity ~ . . PR - s tan . ) .

| Resiental - . 51750 56 $1.185 50 $2.089 $5.033

ity ~Non- 51,750 50 $1.135 50 5262 s3.197

§1.750 50 5722 50 50 S2.472

$1.750 50 $2.440 S0 50 54,150

51750 50 51185 80 50 52 635

51004 $0 50 50 $0 81,034

81,750 $500 §722 50 30 $2,972

$1.750 $961 87,185 50 50 53,296

54,750 5850 5722 30 50 $3.322

$1.457 55,720 51.185 81,141 $0 $8.503
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