Advocacy Alert – Big Reductions in NSW Development Levies

The NSW Government has completed its development levies review and today announced significant reductions to state and local development levies and water utility charges.

Most media reports have focused on reductions to residential levies however the Premier’s Office and Minister Keneally’s Office have confirmed that the reductions will also apply to non-residential development.

The Property Council of Australia has strongly welcomed today’s announcement and thanked Premier Rees for listening to the industry.  We have also thanked the NSW Opposition for also applying significant political pressure on the Government to reduce levies.

The following changes have been announced:

State infrastructure contributions

· In Sydney’s north west and south west growth centres, state levies will be reduced from $23,000 to $17,000 (this follows the October 2007 reductions from $33,000 to $23,000).

· The levy will be further reduced to “around” $11,000 per lot by 2011.

· The levies reductions have been enable through the abolition of the Government’s transport levy.

· No details have been provided as to what the new rate for industrial development will be (now $150,000 per hectare).

Local levies

· Levies payable to local councils will be immediately capped at $20,000 per lot.

· Councils can apply to the Minister for Planning to impose a higher levy.  Criteria for this will be developed based on further consultation with key stakeholders including industry and local government.

· No details have been confirmed in relation to non-residential levies.

· Further clarification also needs to be provided to ensure that local councils that have levies lower than $20,000 per lot cannot raise such levies to the maximum cap automatically.

Water utility charges

· Developer service charges payable to Sydney Water and Hunter Water have been abolished.

Voluntary Planning Agreements

· Concerns remain regarding VPAs however the Government has stated that they “do not want to see VPAs impact on the Government’s efforts to make housing and development more affordable”.

· Companies with an existing VPA will be entitled to approach the Department of Planning to seek modification to lower their contribution in line with today’s announcement.

· The quantum of future VPAs will be informed by the Government’s announcement.

Timing of levy payments

· Development levies will now be payable between the date of sale and settlement, a substantial deferment.

Transitional Provisions – commencement of changes

· The changes announced today are reportedly effective immediately however we are still awaiting further details.

Unfinished business

We are awaiting further detail on whether the following levies issues have been addressed as part of the announcement:

· Six Cities LEPs – No reductions in Six Cities LEPs have been announced (e.g. Wollongong, Parramatta, Newcastle, Gosford, Liverpool, Penrith).

· State agency approvals – No announcements have been made in relation to conditions imposed by government agencies that continue to result in major uncertainty and decreased development feasibility.

· Unspent section 94 funds – No program has been announced to force local councils to spend the approximate $1 billion of unspent section 94 funds across the state.

· Broader structural reform – No broader structural reforms have been announced including local government rate pegging or reform.

· Alternative financing mechanisms – No alternative financing mechanisms such as the Property Council’s proposed Tax Increment Financing have been announced.

