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ITEM 4 CONTRIBUTION REFORM AND IPART REVIEW – COUNCIL SUBMISSIONS TO 
PROPOSED AMENDMENTS  

New and existing communities are dependent on essential infrastructure such as parks, paths for 
walking and cycling, roads, community facilities such as libraries and community centres and measures 
to manage stormwater. Development contributions are the key funding source to allow delivery of 
essential local infrastructure. Without sufficient development contributions there is an increased reliance 
on other funding sources such as Council land rates. 
During 2021 the NSW Government proposed major reform to the infrastructure contributions system via 
the introduction of the Environmental Planning and Assessment Amendment (Infrastructure 
Contributions) Bill 2021 into NSW Parliament on 22 June 2021. This followed the Government’s 
acceptance of all 29 NSW Productivity Commissioner recommendations in March 2021. The 
Government review is being coordinated by the NSW Department of Planning & Environment (DPE). 
The State proposes that the reformed system would be operational by July 2022 with councils 
progressively moving into the system over two years until all recommendations are effective by July 
2024. 
Council staff have participated in all available stakeholder engagement stages including the formal 
exhibition phase from 28 October 2021 to 10 December 2021. On 10 December 2021, Council staff 
made a submission to DPE in response to the public exhibition (see Attachment 1). The staff review 
focused on the NSW Government repeated commitment that “no councils will be worse off under the 
reforms”. The staff review also considered the reforms in the context of Illawarra Shoalhaven priority 
growth areas including West Dapto. 
The Independent Pricing and Regulatory Tribunal (IPART) has undertaken a number of reviews 
concurrent with the DPE review. Both IPART and DPE have reported that their reviews are separate. 
However, the IPART review has relevant implications for Council and infrastructure funding. This 
includes the local contributions plan (Section 7.11 Plan) essential works list and benchmarks reform and 
also the rate peg reform. Council made a submission to the IPART proposed review of the rate peg to 
include population growth on 3 August 2021 (see Attachment 2) and staff also made a submission to 
the IPART essential works list review process on 10 December 2021 (part of Attachment 1).  
The purpose of this report is to seek Council support of the staff submissions of 10 December 2021 to 
DPE and IPART.  

RECOMMENDATION 
1 Council ratify the staff submissions to the NSW Department of Planning and Environment (DPE) 

and Independent Pricing and Regulatory Tribunal (IPART) of 10 December 2021 in response to the 
DPE Contributions Reform proposal and IPART essential works list and benchmarks reform.  

2 Staff write to the Minister for Planning, DPE and IPART confirming Council support for the 
10 December 2021 submissions. 

REPORT AUTHORISATIONS 
Report of: Chris Stewart, Manager City Strategy 
Authorised by: Linda Davis, Director Planning + Environment - Future City + Neighbourhoods 

ATTACHMENTS 
1 Council's Letter and Submission to DPIE NSW Contributions Reform - December 2021 
2 Council's Letter dated 16 July 2021 to Independent Pricing and Regulatory Tribunal 
3 NSW Productivity Commission's Review of Infrastructure Contributions in NSW - March 2021 
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BACKGROUND 
Department of Planning and Environment Proposed Reforms 
During 2021 the NSW Government proposed major reform to the NSW infrastructure contributions 
system. This followed the Government’s March 2021 acceptance of all 29 NSW Productivity Commission 
recommendations to deliver a certain, transparent, simple, efficient and consistent system. A summary of 
the Productivity Commissioner recommendations and initial NSW Government response is provided at 
Attachment 3.  
The State proposes that the reformed system would be operational by July 2022 with an expectation that 
councils progressively move into the system with all recommendations effective by July 2024. There is 
significant detailed information regarding the proposed reforms on the DPE website at 
www.planning.nsw.gov.au 
Improving the infrastructure contributions system - (nsw.gov.au) 
There are three key areas of reform proposed by DPE. All proposed reform will rely on amendment to 
the Environmental Planning and Assessment Regulation as the major mechanism. This legislation 
aspect was introduced to parliament in 2021. 
Key reform elements summarised - 
1 Draft Environmental Planning & Assessment Regulation 

Proposed changes to the regulations have been proposed to - 

• Facilitate early identification of infrastructure needs

• Addressing high and rising land values

• Encourage and allow for forward funding of infrastructure through pooling and borrowing

• Improving revenue collected under section 7.12 contributions plans

• Public notice improvements / exhibition requirements for planning agreements to ensure greater
transparency and accessibility

• Reporting requirements for affordable housing contributions

• Simplifying and standardising contributions exemptions

• Better aligning infrastructure contributions and strategic planning delivery

• Conditions on complying development certificates issued for development for which a local
infrastructure condition or local levy condition may be imposed (Clause 136K)

• Land value contribution exhibition paper. To ensure owners who benefit from land being
rezoned for development contribute towards provision of land for local infrastructure when their
land is being either sold or developed

• Require a Practice note review.
2 Local Infrastructure Contributions and Land Use Planning 

• Minister Direction, the Environmental Planning and Assessment (Local Infrastructure
Contributions - Planning Proposals) Direction 2022. The direction is issued to Councils under
section 9.1 of the Environmental Planning and Assessment Act 1979. The purpose of the
direction is to encourage preparation and exhibition of draft contributions plans at the same time
as planning proposals where the contributions plan is needed to accommodate the increased
demand for infrastructure.

• Contribution Plans and Planning Proposals draft practice note, October 2021. The practice note
supports the abovementioned Ministerial Direction and in particular is intended to provide a best
practice process for local councils and proponents of planning proposals to achieve the

http://www.planning.nsw.gov.au/
https://www.planning.nsw.gov.au/Policy-and-Legislation/Infrastructure/Infrastructure-Funding/Improving-the-infrastructure-contributions-system
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objective of ensuring that planning proposals and draft contributions plans are exhibited 
together. 

• Minister Direction, the Environmental Planning and Assessment (Housing, Infrastructure and
Urban Development) – Dual and shared use of open space and public facilities) Direction 2022.
The direction is issued under section 9.1 of the Environmental Planning and Assessment Act
1979. The purpose of the direction is to encourage efficient use of public open space, drainage
and public facilities by incorporating shared uses.

3 Regional Infrastructure Contribution (RIC) a new framework for state infrastructure 
contributions 
The new framework for state infrastructure contributions has been explained in the exhibition 
material in terms of where the contribution applies, to what development it applies, the charge rates, 
form of contribution, indexation and timing of payments. The RIC is explained as being made up of a 
base contribution component that applies to all new development across a region, strategic 
biodiversity component that applies only to specific areas within a region and a proposed Transport 
component that only applies to specific Major Transport Infrastructure within a region. The exhibition 
material included - 

• RIC discussion paper, October 2021 which outlines the new framework proposed.

• State Environment Planning Policy Explanation of Intended Effect (EIE) which sets out the detail
of the proposed Policy for the purposed of public exhibition.

• Infrastructure delivery agreements, RIC state planning agreement guidelines. The document
explains how the agreements would operate in the RIC framework. This is further supported by
a RIC works-in-kind guideline. Where a developer proposes land or works in lieu of a RIC
contribution.

• RIC governance and prioritisation guidelines. The guidelines outline how the RIC fund is
proposed to be managed within each region. Specifically outlining types of infrastructure to be
supported by the RIC fund, where the RIC fund can be spent (within the region where it is
collected), outcomes that the RIC Fund will deliver, roles and responsibilities for administering
the RIC Fund and the process for prioritising and allocating the RIC Fund.

• RIC feasibility analysis.
In October 2021, adjustments to Productivity Commission’s 29 recommendations were announced 
by the State. The adjustments were made in response to feedback received from stakeholders 
during the policy development process. The following adjustments to the Productivity Commission 
recommendations were subsequently included as part of the public exhibition - 

• Extended 3-year transitional arrangements for the application of the essential works list to all
section 7.11 contributions plans. This is a transitional measure, providing time to understand the
effect of the population growth factor on council rate revenue.

• Application of differential section 7.12 levies based on Sydney district and regional boundaries
can be found in the EP&A Regulation explanatory paper. This recognises that construction
costs vary across NSW. The differential rates provide a more accurate reflection of the
Productivity Commission’s intent that the section 7.12 levy equal 3% of residential, and 1% of
commercial and industrial, construction costs.

• Section 7.12 levies applied to total development, rather than just to net additional development
can be found in the EP&A Regulation explanatory paper. This allows section 7.12 levies to be
applied to knock-down / rebuild developments. While these developments do not strictly result
in population growth, they do extend the use of the land, which in turn extends demand on
infrastructure.
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• Section 7.12 levies applied to additions and alterations can be found in the EP&A Regulation
explanatory paper. This allows section 7.12 levies to be applied to additions and alterations,
which are typical developments in CBDs and town centres.

• Introduction of a section 7.12 levy for boarding houses, aged care facilities and caravan parks in
the EP&A Regulation explanatory paper. Residential boarding houses, co-living, group homes
and other similar developments create demand for infrastructure and should contribute to the
cost of providing infrastructure. However, because they are not separately titled, they cannot be
levied as a rate per dwelling and require their own specific levy.

• Application of a capped section 7.12 levy for energy developments can be found in the EP&A
Regulation explanatory paper. Energy developments, such as solar and wind farms, are
commercial developments that cannot be levied at a rate per square metre of gross floor area.
As such, a rate per megawatt is considered an appropriate measure for energy developments.
Capping the rate reflects the low level of demand for infrastructure arising from these
developments. The DPE is interested in receiving comments on these adjustments to the
Productivity Commission recommendations and whether they enhance the overall reform
program.

IPART Concurrent Reviews 
The IPART concurrent reform review included proposed changes to the Local Contributions Plans 
Essential Works List and Infrastructure Benchmarks. In addition, during 2021 IPART undertook a 
population growth-based review of land rates peg. 

• IPART review of the local infrastructure contributions system (Essential Work list, nexus, efficient
design and benchmarking). The review was intended to ensure local infrastructure contributions
(collected via Section 7.11 of the EP&A Act) reflect development-contingent costs only. A draft
report was issued by IPART for exhibition on 29 October 2021 and benchmark information paper
issued for exhibition on 12 November 2021. Public submissions were due on 14 December 2021.
The IPART review included -
o Advice to inform an essential works list that would apply to all section 7.11 contributions plans.

o Provide advice on an approach Councils should use to determine the most efficient local
infrastructure to meet the need of new development, applying the principle of nexus.

o Develop and maintain standardised benchmark cost for local infrastructure that reflects
efficient cost of provision.

• Review of the rate peg methodology to account for population growth. IPART was asked by the
NSW Government to undertake the review to recommend a rate peg methodology that allows
general income of councils to vary in a way that accounts for population growth. A draft report was
issued for public exhibition on 29 June 2021 and a final report issued on 5 October 2021.
Land rates are used for services, facilities and generally running the Wollongong City. IPART sets a
rate peg each year which is a percentage amount that restricts what level of increase Councils can
make on rates. The IPART 2021 rate peg review approach including population growth led to a
Council submission of 3 August 2021. While Council provided general support for the methodology
based on the understanding that the IPART proposed approach would lead to higher growth in rates
revenue that better represents the increase in population and will allow Council to better meet the
costs of increased service. The Council submission promoted Capital Improved Valuation (CIV) as
an option for rating. Business and employment growth is something Council also noted should
inform rate peg calculations.
On 18 October 2021 Council adopted recommendations from a Lord Mayoral Minute that
Wollongong City Council –

1 Note that the local government sector is concerned that the proposed changes to the 
infrastructure contribution scheme may limit Council’s ability to deliver infrastructure and 
open spaces for the community.  
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2 Call on the NSW Government to formally withdraw the Environmental Planning and 
Assessment Amendment (Infrastructure Contributions) Bill 2021 pending consultation on 
detailed supporting documents including modelling, regulations and guidelines.  

3 Ask that staff review any supporting documents released by the NSW Government on 
proposed changes to the infrastructure contributions framework and brief Council on 
potential impacts on the long-term financial sustainability of Council and delivery of 
community infrastructure.  

4  Call on the NSW Government to de-couple the Independent Pricing and Regulatory 
Tribunal led review of the rate peg to include population growth from future infrastructure 
contributions reform 

5 Write to local State Members, the Premier the Hon Dominic Perrottet MP, Treasurer the 
Hon Matt Kean MP, Minister for Planning and Public Spaces the Hon Rob Stokes MP and 
Minister for Local Government the Hon Shelly Hancock MP to highlight concerns about the 
lack of detail on proposed changes to infrastructure contributions.  

PROPOSAL 
Council staff have participated in all available DPE and IPART stakeholder engagement processes 
including the DPE pre-exhibition phase, 1 July 2021 to 27 October 2021, and the formal DPE exhibition 
phase, 28 October 2021 to 10 December 2021.  
Council staff made a submission on 10 December 2021. The staff review focused on the Government 
commitment that “no councils will be worse off under the reforms”. The staff review also considered the 
reforms in the context of Illawarra Shoalhaven priority growth areas. Copies of the staff submissions are 
provided are at Attachment 1. 
In the submissions staff highlighted that Council officers support an equitable contributions system in 
NSW. This includes equitable infrastructure programming between and within regions, equitable 
collection of contributions and equitable expenditure of contributions. Wollongong City Council is a lead 
supporter of growth in our region’s release areas. However, in the staff submission it was made clear 
that the most significant proposed change to the contributions framework, the proposed Regional 
Infrastructure Contributions (RIC), should not just benefit priority release areas. The broad revenue 
source proposed from all new development in the region should not be used to cross subsidise specific 
development fronts. Equitable benefit must be demonstrated. 
Programmed State investment in infrastructure to support growth should be the priority with or without a 
contributions system reform.  The reform package does not demonstrate how the region will benefit from 
a proposed RIC. Council officers consider the existing Special Infrastructure Contribution (SIC) 
framework provides more certainty for priority growth areas such as West Dapto. 
In addition to the detailed submission, Council officers also sought clarification from DPE regarding the 
timing of the West Dapto Development Contributions Plan 2020 review. The review is due for completion 
by December 2023 consistent with IPART’s recommendations from their 2020 assessment of the 
existing contributions plan. This is a 3-year review. However, the proposed reforms include a 
recommended 4-year review of all contribution plans above the $30,000 greenfield threshold. Staff asked 
DPE to clarify if there is an expectation that the West Dapto Contributions Plan is to be reviewed by 
December 2023 as an IPART reviewed Plan or by December 2024 consistent with the reform. At the 
time of writing this report staff are yet to receive clarification from DPE.  
Council staff submission is provided at Attachment 1. 

CONSULTATION AND COMMUNICATION 
Council various Divisions were consulted to inform the 10 December 2021 submissions including staff 
from - 

• City Strategy
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• Finance 

• Infrastructure Strategy and Planning 

• Project Delivery 

• The Council staff Development Contributions Coordination Group (chaired by City Strategy). 
Local Government NSW facilitated ongoing discussions to understand shared Council issues with the 
various aspects of the contributions reform.  
Staff were also invited to participate in a series of Productivity Commission round table events (x3) 
during August 2020. 
In addition, staff participated in the following DPE stakeholder engagement events - 

• 1 July 2021: DPE update meeting for Council senior management of process to implement 
Productivity Commission recommendations 

• 20 September 2021: IPART stakeholder workshop regarding review of essential works list, nexus 
and efficient design principles 

• 22 October 2021: DPE briefing for Council senior management pre-exhibition 

• 9 November 2021: DPE exhibition launch webinar 

• 26 November 2021: DPE Q&A webinar during exhibition period. 
A Councillor briefing session was held on 7 February 2022. 

PLANNING AND POLICY IMPACT 
This report contributes to the delivery of Our Wollongong 2028 Goal 5 we have a healthy community in a 
liveable city.  It specifically delivers on the following:  

Community Strategic Plan Delivery Program 2018-2022 Operational Plan 2021-22 

Strategy 4 Year Action Operational Plan Actions 

5.1.4 Urban areas area created to provide 
a healthy and safe living 
environment for our community 

5.1.4.3 Policies and plans are 
developed, reviewed and 
implemented to 
encourage physical 
activity   

1  Review West Dapto recreation 
needs in line with the bi-annual 
review of the West Dapto 
Development Contributions Plan   

RISK MANAGEMENT 
The NSW Government’s proposed contributions reform presents economic and social risk. From an 
economic perspective without careful consideration, the reforms could reduce the revenue source 
available to fund local essential infrastructure. In addition, without the appropriate funding source 
community facilities including libraries, community centres, passive and active recreational areas for 
example would become harder for local government to deliver. The Council staff submission at 
Attachment 1 attempts to reduce those risks by promoting improvements to the Government proposed 
reforms.  

FINANCIAL IMPLICATIONS 
The NSW Government has continued to state that “no councils will be worse off under the reforms”. 
However, Council staff have critically reviewed the proposed reforms to understand potential impacts of 
the proposed changes.  
Value of development contributions is one of the key factors when determining the financial implications 
of any change to the system. The Council staff submission highlighted that we support an equitable 
system which relates to the equitable programming and expenditure of contributions collected. This is 
particularly relevant in the case of State contributions, or through the state’s proposed Regional 
Infrastructure Contribution (RIC). There is no information in the reform package that provides certainty 
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on how and when the RIC contributions would be spent within the Illawarra/Shoalhaven region or how 
Wollongong and our growth areas would benefit. 
The Council submission to DPE also requests that the State clarify if there is proposed to be a cap on 
local contributions and what that cap would be. Council staff recommend that no cap should be imposed 
particularly as our section 7.11 plan goes through rigorous IPART assessment to justify our proposed 
contributions rates. This clarity is required for all Council’s before changes are made to the system on 1 
July 2022 so the implications can be better understood. 
Council’s submission to IPART again highlighted the disappointment that works or buildings not being 
including on the essential works list for community facilities. As a result, Councils can only collect 
development contributions for community facility land costs. This puts more pressure on other funding 
sources such as rates which should be used to fund services not essential infrastructure. Staff request 
that the state reinstate the option to allow Councils to include community facility buildings in section 7.11 
contribution plans. Community buildings not being included in the essential works list for collection and 
allocation of section 7.11 contributions is inconsistent with the rules relating to section 7.12 Contribution 
Plans. 
The draft IPART benchmark costs for section 7.11 contributions plans differ to those adopted through the 
West Dapto Development Contributions Plan, 2020. The staff review identified some transport 
infrastructure components for example where the benchmark cost is estimated to be in the order of 60% 
of that of the current rate adopted in the West Dapto Development Contributions Plan. It is important to 
note that IPART reviewed the West Dapto Contributions Plan in 2020 and found the costings in our 
adopted plan as reasonable based on the justification provided by Council staff. The proposed 
benchmark changes could magnify the funding shortfall to provide essential infrastructure at a local 
government level. 
Section 7.12 contributions are proposed to be levied on development type and not on the cost of 
development. This is a major change that may have considerable staff resource implications to 
implement the change. From initial analysis this change is unlikely to lead to any reduction in Council 
income.  It will also add further administrative complexity to manage contributions. For example, Council 
staff will need to undertake additional work to determine the appropriate levy for mixed use, commercial 
and industrial developments. Increased residential rate may affect the feasibility of growth in the LGA. 
The administrative burden on Councils is not restricted to this one aspect of the proposed reform. As 
there is wholesale reform proposed to the contributions system there is likely to be significant resource 
and systems impact implications for Wollongong and other Councils. 
Council is of the view that this review of contributions is totally separate from the IPART review of the 
Rate Peg to Include Population Growth. We consider that the operational cost considerations that gave 
rise to the growth factor were inclusive of the Developer Funding levels currently in place. Should there 
be changes to Developer Contribution funding it should then require further review of rates.  
Council’s 3 August 2021 submission to IPART indicated a qualified general support for population 
growth-based rate peg calculation. The inclusion of business and employment growth was also 
something Wollongong suggested. As was an option for a Capital Improved Valuation approach-based 
system. IPART finalised their review issuing a final report on 5 October 2021. Subsequently IPART 
issued a rate peg for Wollongong of 1% for 2022/23. 
With rate peg set at only 1% there is further importance that reform to the developer contributions 
system in NSW does not leave Council’s worse off. If there are short falls in developer contribution to 
essential infrastructure further pressure is placed on Councils. Alternate funding sources such as 
competitive grant funding opportunities does not provide the necessary certainty required by the 
community. 
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CONCLUSION 
Development contributions are the key funding source to allow delivery of essential local infrastructure. 
Without sufficient development contributions there is an increased reliance on other funding sources 
such as Council land rates.  It is important that Council is not worse off under the NSW Government 
proposed reforms to the infrastructure contributions system and that infrastructure can be equitably 
funded within our LGA. 
Staff are seeking Council support of the 10 December 2021 submissions made to DPE and IPART. The 
staff submission aims to encourage improvements to the governments proposed system change. 
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