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3 August 2020 

Peter Achterstraat AM 
NSW Productivity Commissioner 
GPO Box 5469 
Sydney NSW 2001 
ICReview@productivity.nsw.gov.au 

Dear Peter, 

Submission to Productivity Commission Review of Infrastructure Contributions in NSW 

Thank you for the opportunity to provide comment on the Issues Paper. PIA is keen to be engaged in 

the testing of reform options prior to the final report. 

PIA has consistently advocated for holistic reform of infrastructure funding and development 

contributions regimes to ensure alongside population growth communities have an acceptable 

standard of baseline infrastructure. Funding of the provision of this infrastructure must be balanced 

between public and private funding sources, and the distortion created by rate-pegging addressed. 

We understand that integrated, place-based planning and funding maximises the return on 

investment from infrastructure expenditure. 

We believe this Issues Paper identifies many of the critical points raised by the Planning profession 

and offers the potential for  transformative reform. 

This submission complements our recent submission to DPIE on operational aspects of Development 

Contributions (PIA June 2020) and our input to the NSW Productivity Commission (NSW PC) 

‘Kickstarting the Productivity Conversation’ (PIA November 2019). Our submission is guided by PIA’s 

national position - that an infrastructure funding regime should: 

• be based on planning systems principles, nexus and the fair and proportional sharing of cost;

• balance contributions obligations for developers with the needs of communities;

• be transparent, be justified and actioned via a comprehensive infrastructure funding and

delivery plan;

• be known at the time plans are released; and

• beneficiaries of value generated by infrastructure and related land use changes should

provide a share of the funding towards the corresponding investment.
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ATTACHMENT A: PIA SUBMISSION TO ‘CH 5: THE WAY FORWARD’ 

A.1 Local Government rate pegging 

Local government across Australia currently generates less than 4% of tax raised by all levels of 

government, yet it is responsible for approximately  80% of nation public assets. This is a funding issue 

which requires all levels of government to take a fresh look at the levels of responsibility that should 

exist at each level of government and thereafter the most appropriate funding regime to support the 

effective provision, maintenance and upgrading of this public infrastructure. .  

The NSW State Government currently restricts local councils’ revenues through rate pegging 

legislation. The reality is that there are never enough financial resources available to enable the 

delivery of everything the council and its community expects or desires. Cost shifting by transfer of 

activities previously undertaken by the State to local councils (such as recent changes to the 

administration of NSW Crown land) has exacerbated the challenges. Consideration should be given to 

removing NSW Government imposed restrictions on revenue generation, primarily from rate pegging, 

but also from regulation of the fees which councils can charge for their regulatory functions. In most 

cases these fees do not reflect the cost of delivery and do not have CPI increases applied. 

Caps on council rates and de facto caps (IPART Process) on contributions obscure price signals in the 

market - while distorting the use of a narrow range of other available funding mechanisms. This 

creates pressure to optimise the use of developer contributions. In a broader sense, this distortion has 

intergenerational and spatial impacts: 

• By tilting the incidence of infrastructure costs to the current generation through charging 

developer contributions up front; and 

• By favouring fringe development over infill development. If the true cost of infrastructure 

were passed on to developers, then they would be forced to pay a lower price for land to 

landowners. 

• Penalises council areas which facilitate or accommodate significant growth (both in urban and 

fringe areas)  

PIA agrees with the Productivity Commission statement that “Local government rate pegging creates a 

financial disincentive for councils to accept growth and increases their dependence on other revenue 

sources such as infrastructure contributions. The recently announced reforms to the rate peg to include a 

population growth factor is supported as an important step to providing councils with a funding source 

to further support their growing communities. It is also complementary to reform of the infrastructure 

contributions system.” 

PIA also does not support strict caps on development contributions as they are necessary to 

adequately reflect a price signal of the true costs of this development. PIA favours  orderly and 

sustainable development in both greenfield and existing urban areas. 

PIA Recommendation A.1: Remove rate capping where councils maintain a satisfactory 

Integrated Planning and Reporting Framework that includes appropriate checks and balances 

on income and expenditure. 
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A.2 Rising infrastructure costs 

Land value is a large but less predictable element in determining the infrastructure costs in 

contributions plans. 

PIA recommend The Productivity Commission consider a combination of the following options for 

addressing this issue: 

• Requiring early and direct dedication of lands. Under Victoria’s subdivision act, 5% of land 

is required to be set aside upfront as a contribution for a range of infrastructure / public 

purposes. (Measures would be needed to ensure appropriate land is dedicated – not just 

undevelopable and/or heavily constrained areas). While early dedication represents a cost in 

the development process, it improves certainty and addresses the issue of subsequent land 

cost inflation. The clear and early expectation for land dedication would push the cost burden 

back towards the original landowner.  

• Reform to Land Acquisition (Just Terms) Act to change the basis and / or point in time a 

just valuation is attained. There is an equity and efficiency argument for valuing land to be 

acquired for infrastructure / public purposes on the basis of its undeveloped value (according 

to those uses enabled under the pre-existing zone) – rather than its highest and best use post 

the provision of the infrastructure and any related upzoning. Given that the increase in land 

value is primarily achieved by orderly planning and delivery of infrastructure – it seems 

inappropriate and circular logic to increase the cost of this infrastructure by paying highest 

and best use land cost. In any case, some of the land to be acquired (eg for drainage) would 

have very limited development potential and its cost should reflect this. 

• Have a public authority purchase land for necessary drainage / water infrastructure up 

front. Sydney Water is well placed to fund the upfront acquisition of the drainage component 

and other service corridors for water. This would be funded by their user charges. While the 

cost could impact on their dividend to Government, there would be a net saving based on the 

timing and status of the land acquired. The land acquired would be excluded from that 

needed to be acquired through development contributions. 

• Establish an ‘equalisation scheme’. This is a necessary companion reform where in a multi 

owner development precinct, one owner is disproportionately saddled with land take needed 

for infrastructure (such as provision of a new road) and suffers reduced potential yield. A 

mechanism for equitably sharing the loss of yield amongst participating landowners should 

be a prerequisite for all options considered. 

• Fund early acquisition of land needed for other infrastructure via a Regional 

Infrastructure Contribution and Fund. PIA supported elements of the 2013 Planning Reform 

White Paper which included: 

o “introduction of Growth Infrastructure Plans to align land use planning decisions and 

infrastructure planning and delivery. These plans were to be informed by Subregional 

Delivery Plan and identify infrastructure needs over a 10-year timeframe. A Regional 

Infrastructure Contribution was to be introduced to fund this infrastructure and charged 

on a sub-regional basis.” 
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PIA has long-argued that a key issue with SICs is that it considers only one funding source. Beyond the 

clear need to consider local contributions, there is also a need to identify alternative sources of 

funding like value capture, taxes, grants and special rates. The current siloed approach means these 

alternative funding sources are rarely considered. A single system resulting in a comprehensive 

infrastructure funding and delivery program for each Planned Precinct and Growth Area would go 

some way in remedying this problem. The Place Infrastructure Compact GPOP Pilot undertook a 

worthwhile exercise in determining the range of funding sources available, as expressed in the figure 

below. This process should be a feature of plans arising from the single comprehensive system for 

infrastructure funding and delivery in Planned Precincts and Urban Renewal Areas. 

 

Source: GPOP Place Infrastructure Compact Pilot, Greater Sydney Commission 

PIA Recommendation A.3(ii): Investigate integrating State infrastructure contributions within a 

single regime – under the local contributions framework (s7.11 plan) to ensure the same 

accountability for implementation applies to SICs and local contributions. 

PIA Recommendation A.3(ii): Develop a single comprehensive system for infrastructure funding 

and delivery in precincts in which infrastructure contribution are also collected for State 

infrastructure (eg Planned Precincts / Priority Precincts, Growth Areas and the like). 

A.4 Nexus requirements in s7.11 contribution plans 

The ‘nexus’ principle requires establishing a clear connection between those who give rise to the 

demand for infrastructure (or benefit from it) and those who pay for it. Development contributions are 

based on proponents of development paying for that component of the infrastructure costs that they 

give rise to (and benefit from). The share of the infrastructure costs payable by proponents of 

development should be in proportion to the amount of demand they generate and benefit they 

receive. 
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o the benefits to the wider community that will be achieved by the scheme; 

o clearly showing how proponents can participate in the value sharing scheme (noting 

that such schemes are usually tied to voluntary incentive floor space provisions in an 

Environmental Planning Instrument (EPI); 

o a consistently applied methodology for determining residual land value uplift and the 

value sharing rates; and 

o how monies will be collected, accounted for and spent. 

PIA Recommendation A.4: Reform to development contributions frameworks should retain a 

role for Planning Agreements that reflects the principles in the Practice Note, endorses their 

role in value capture (in the absence of an alternative betterment regime) and ensures that 

their implementation is based on an adopted policy by council (and State Government) that 

sets out accountability for collection and expenditure of monies. 

A.6 Lack of transparency and certainty in way contributions are calculated and spent 

Timely reporting tools integrated into existing ePlanning platforms should also be supported by the 

statewide rollout of electronic contributions calculators. This should allow proponents to identify their 

site, provide the development details and easily understand what rates apply and what the total 

payable will be. This will support contributions being factored into development feasibility from the 

outset and allow proponents to factor the full cost of infrastructure into their finance arrangements. 

The issue of transparency and certainty in contributions is most acute in relation to state 

contributions, which are not subject to the same transparency and reporting requirements as local 

contributions.  

PIA believes that the level of transparency currently required for local contributions is appropriate and 

that these requirements should be extended to state contributions. Both state and local contribution 

reporting would be bolstered by the delivery of more timely information to community and 

developers.  

PIA supports a digital system, integrated with existing ePlanning tools available in NSW, which reports 

and tracks the spending of state and local contributions. Such a tool should allow the community and 

developers to easily understand what contributions have been collected, what they are being 

allocated to and when they are spent. 

PIA Recommendation A.6: Integrate a digital tool within existing ePlanning systems which 

assists in calculating contribution and also tools to report the collection and spending of state 

and local contributions. 

A.7 Misalignment between contributions payments and delivery of infrastructure 

There is generally strong performance and sound accountability of local government expenditure of 

collected contributions. However, there remains concern that could be addressed by improved 

governance to help speed up infrastructure delivery by requiring councils to pool their contributions 

funds and achieve rolling 3-year spending benchmarks. These arrangements and benchmarks should 

be set within the context of Councils integrated planning and reporting framework and included in 

their contributions plan. 
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PIA Recommendation A.7: Set performance standards on contributions plan expenditure for 

both local contributions plans and SICs. 

A.8 Operation of the essential works list 

The essential works list operates a significant limitation on the delivery of infrastructure needed to 

support communities in Council areas where rates are above the relevant cap. 

Currently, the essential works list is limited to: 

• land for open space (for example, parks and sporting facilities) including base level 

embellishment 

• land for community services (for example, childcare centres and libraries) 

• land and facilities for transport (for example, road works, traffic management and pedestrian 

and cyclist facilities), but not including carparking 

• land and facilities for stormwater management 

• the costs of plan preparation and administration. 

This allows for little flexibility, especially in urban renewal areas where pressure on existing 

infrastructure is high and land costs prohibitive. In practice, the essential works list prioritises the 

delivery of roads and drainage infrastructure at the expense of the important social infrastructure 

required to make urban renewal areas and greenfield areas liveable. However, PIA believes that the 

essential works list should be retained to provide a benchmark and certainty for government and 

developers.  

The essential works list should be flexible across local government areas and reflect the genuine needs 

of the existing and future community. Determination of an appropriate bespoke essential works list 

should form part of IPART assessment for contributions plans in urban renewal areas. This assessment 

should allow for alternative infrastructure to be proposed subject to criteria being met and public 

scrutiny via the Council’s integrated planning and reporting framework. Cost certainty should be 

maintained by requiring alternative infrastructure to be benchmarked against a prescribed list. 

Further, the list of prescribed infrastructure for both greenfield and urban renewal areas should be 

expanded to include a wider range of infrastructure. This will address a significant issue in the current 

operation of the essential works list, which excludes the construction of community facilities. In 

practice, this means that community facilities and open space often form part of masterplans in urban 

renewal areas but remain unconstructed as it is difficult for the Council to secure the required funds 

for their delivery. 

PIA recommends the Productivity Commission consider the following: 

1. New essential works list: Develop a new essential works list regime including two separate 

lists – one for greenfield areas and one for urban renewal areas. The urban renewal area list 

should not be prescriptive and instead should have a flexibility clause in the guidelines, 
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subject to criteria being met and public scrutiny via the Council’s integrated planning and 

reporting framework. 

2. Community services land: Clarify what ‘land for community services’ means and note that in 

urban renewal areas, this includes land in stratum in a building. 

3. Additional prescribed infrastructure categories: Make additions to the essential works list 

to allow consideration of the following: 

a. Open space beyond land acquisition and basic embellishment – embellishment of 

existing facilities beyond basic embellishment, skate parks, BMX tracks, public domain 

embellishment (with a specific definition), public art elements, bushland 

embellishment, integrated environment works, riparian land embellishment, and 

embellishment of open space for 24-hour use. It should also be noted that streets and 

lanes do not always have a traffic function and can also provide critical public spaces.  

b. Community services beyond land acquisition – multi-purpose facilities, community 

resource hubs, aquatic centres, recreation centres, surf clubs, embellishment of 

community facilities, and the construction of all community facility buildings. 

c. Stormwater facilities beyond that for management – stormwater facilities that serve 

detention and treatment purpose and riparian land. 

PIA Recommendation A.8: Redesign the Essential Works List to enable it to include items that 

have passed public scrutiny via a councils Integrating Planning and Reporting Framework. 
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ATTACHMENT C: PIA POLICY AND SUBMISSIONS ON INFRASTRUCTURE 

FUNDING AND DEVELOPMENT CONTRIBUTIONS 

 

PIA has developed a series of detailed positions on infrastructure and its funding at both the national 

and state level. We have also made numerous submissions in recent years which address the issues 

raised in the Issues Paper. 

B.4 Relevant PIA Policy and Submissions links 

 

• PIA National Position Statement on Infrastructure and its Funding (2017): 

https://www.planning.org.au/documents/item/8889 

• PIA National Discussion Paper on Infrastructure and its Funding (2017): 

https://www.planning.org.au/documents/item/8890 

• PIA NSW Position Statement on Infrastructure Delivery and Funding (August 2019): 

https://www.planning.org.au/policy/infrastructure-funding-and-delivery-nsw 

• PIA NSW submission on Voluntary Planning Agreement (VPA) Practice Note (Jan 2017): 

https://www.planning.org.au/documents/item/8193 and our position paper: 

https://www.planning.org.au/documents/item/7922 

• PIA NSW submission to DPIE Infrastructure Contributions Documents (June 2020): 

https://www.planning.org.au/documents/item/10750 

• PIA NSW response to the Minister’s planning reform priorities (including infrastructure 

contributions): www.planning.org.au/documents/item/10647(May 2020)   

• PIA NSW submission to Greater Sydney Commission Place-Based Infrastructure Compact 

(December 2019): www.planning.org.au/documents/item/10405 

• PIA NSW submission to ‘Kickstarting the Productivity Conversation’ (November 2019): 

www.planning.org.au/documents/item/10356 

• PIA NSW Hunter Branch submission to Hunter SIC Draft Determination (March 2019): 

www.planning.org.au/documents/item/9741 

• PIA NSW submission to Legislative Assembly on Housing Affordability (Sept 2017): 

https://www.planning.org.au/documents/item/8659 

 

 

 

 




