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DEVELOPMENT
CONTRIBUTIONS UNDER LGA

PALMERSTON NORTH
CITY COUNCIL USES THE
LOCAL GOVERNMENT
ACT 2002 TO ESTABLISH
ITS NEW DEVELOPMENT
CONTRIBUTION POLICY
WHICH WILL ASSIST IN
THE FUNDING OF
INFRASTRUCTURE
REQUIRED BY GROWTH

OF THE CITY.

he Palmerston North City Council, like
I many other local authorities, has in the

past 18 months been digesting the
Local Government Act 2002 (LGA)
requirements regarding development
contributions. This legidation offers Council an
alternative framework to that provided by the
Resource Management Act 1991 (RMA), for
the application of Council levies on
development. In evauating the options
available to Council, the policy development
team has endeavoured to understand both the
potential improvements associated with a
change in policy direction under the LGA to
meet the objectives for a new contributions
policy, as well as some of the limitations.

A CONTRIBUTIONS POLICY

Council introduced a new financia
contributions policy under theRMA in 1995 as
part of its notified proposed District Plan.
However, these provisionswere challenged by an
appeal to the Environment Court and were
withdrawn as a result in March 2002.
Subsequently, for some years now Council has
applied contributions under the transitional
provisionsof the RMA using LGA 1974. Since
the Environment Court ruling, Council has sought
to develop a new contributionssystem. During
investigationsinto a new system, an aternative
legdl framework under which Councils can take
contributions was introduced. This new lega
framework was the LGA 2002. A development
contributions policy under the LGA 2002 provided
an alternative to obtain contributionsto fund
infrastructure required due to growth of the City.
Council adopted a Development Contributions
Policy (the policy) on 1 July 2004 under its Long
Term Council Community Plan (LTCCP). The
following are some of the key underlying features
of the policy:

* The policy primarily employsa future
focussed approach based on Council's expectations
for development over a 20 year time period;

* Capital development budget forecastsfrom
Council's Asset Management Plans are akey input
into calculating contributions acrossall new
developments;

* The policy assumes an integrated and
cumulative approach to infrastructure network
devel opment.

OBJECTIVESOF NEW POLICY
UNDERTHE LGA PROVISIONS

Council sought to achieve some key principles
and objectivesin preparing a development
contributions policy that would addresssome of the
limitationsit had experienced under the RMA.
How the policy met these key principles and
objectives under the LGA provisionsis explored
further in this section of the article.

Administrative Flexibilityto Update and Review
the Policy Regularly

The LGA enables regular reviewsaf the policy
as part of thetriennia review of Council's LTCCP.
Having the policy review processregulated will
ensure, to a greater degree, the continued relevance
of the policy. Regular review of the policy will
enableadjustmentsto be made that reflect changes
in projected infrastructure works, costs, and
changes in expectations over time. In additionto
this, combininga review of the contributionspolicy
with areview of other major Council policiesand
plans under the umbrelladf the LTCCP will mean
that the associated administrativecosts can be
better optimised.

Links with Council's Asset Management Plans

Operation of the policy under the LTCCP
alows Council the opportunity to better aign its
Asset Management Plans with contributions,
thereby creating a greater degree of synergy
between the two. Asset Management Plans are
now critically linked to the policy process in the
Council's case.

The new development contributions framework
requires Council to be clear and directive about
where, when, and what type of growth it expects,
and how it proposesto create infrastructure
networksto effectively cater for that growth. This
means that Council will now be more accountable
for the infrastructure spending it undertakes.
Accountsfor Cumulative Effects of Development

From an asset management perspective, rarely
is an infrastructure network created for asingle
development in isolation from all other
developments. Asset managers have previoudly
been Ieft with the difficult job of balancing the
cregtion of an efficient infrastructure network
catering for many developments while collecting
contributionsin a piecemeal, devel opment-specific
way. Playing ‘catch-up' in this sense has hindered
Council's attempt to adequately plan for, and
provideinfrastructure in the most efficient and cost
effectiveway.

The policy dlowsaclear link between
individual developments and cumulativeeffectson
infrastructure to berealised. Therefore, more
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efficiently targeted contributions can be established.
This ensures that ratepayers are not left carrying
the additional financial burden associated with a
contributions system that cannot adequately
identify and allocate these costs appropriately.
Pro-Active Planning and Funding for Future
Gity Infrastructure \Works

By having a degree of certainty surrounding the
expected funding to come from contributions,
Council can better plan to fund future capita
works. The policy gives Council the opportunity to
better align its infrastructure capital expenditure
programmes with the mechanisms avallable to fund
those works.

The policy encourages Council to be proactive
in anticipation of tlie future infrastructure costs
associated with expected development, and apply
contributions accordingly. This forward oriented
approach enables Council to plan for the provision
of infrastructure networks more efficiently because
the total effects of growth are taken into account
and the relativecosts of funding the network are

adequately planned for and met by development.

KEY CONSIDERATIONSFOR A

DEVELOPMENT CONTRIBUTIONS
POLICY UNDER THE LGA

Potential for Expectations to be I ncorrect

There are risks associated with adopting a
future oriented approach because it is based on
assumptions and projections about where, when
and how much growth is expected, and what the
associated infrastructure costs will be. Calculating
development contributions based on expected
growth and infrastructure costs will inevitably
result in some error when actual costs are
compared to expectations retrospectively.
However, these risks are minimised by the frequent
opportunity for policy reviews and updates under
the LGA.
Relationship to the RMA Consent Process

Congtruction of the policy under the LGA
framework has resulted in a change in the
relationship between the resource consent process
and collection of development contributions. The
application of contributions under the LGA
essentially occurs in an independent process
parallel to the resource consent process. However,
there are till crucial links between the two
Processes.

Contributions under the LGA can no longer be

specified as a condition of resource consent. This
means that consideration and granting of resource
consents can occur independently of any
requirement for development contributions.
However, under the LGA, notification of the
requirement of a development contribution is now
achieved through an advice note on a resource
consent.

Withholding the granting of resource consent
can no longer be used to enforce contributions
gyment under the LGA. However, the

p

enforcement mechanisms available to Councils
include the withholding of the issue of certificate

of title, the code of compliance certificate, or
service connection. The issuance of each of these
is inherently linked to RMA provisions.

Although the operation of the development
contributions policy now lies outside resource
consent conditions, the existence of a contributions
requirement will still be notified, and enforced,
through RMA provisions, and us such, the two
will be inextricably linked.

Transparent Process for Developers to Seek a
Remission

Apart from internal review processes written
into a development contributions policy, the LGA
framework does not provide appeal rights to
developers. The only 'COUSE aygilable is judicial
review. Judicial review is not a merits review and
islimited to established, well recognised grounds
for intervention of the High Court. This may lead
to perceptions that developers have less control
over the contributions processes, and a concern
about natural justice and the rights of the
developer to present their case. However, internal
review processes rmay aleviate some of these
concerns. Such concerris were raised through
Palmerston North City Council’s own consultation ,,
process on its policy, and as a result, additional
internal review procedures have been established,
At the heart of the issue for developers is the need
to have in place a transparent process to allow
them to put forward their unique case. For
Council, there is the need to avoid undue
administrative burden, and a process that does riot
undermine the intent of the policy. Assuch,
Council has sought to achieve a balance between
providing fair opportunity for internal review,
whilst avoiding unnecessary administrative
paralysis through aremissions process that sets out
clear criteria and procedures for remissions
applications.

Top left:
Aokautere. Centre: Road being

Road link for Ruapeliu Drive,

developed in Cashmere Drive,
Aokautere. Right: Development and
building activity of greenfield area iri
the Kelvin Grove suburb.

CONCLUSON

Palmerston North City Council has been one of
an increasing number of local authorities adopting
the framework of the Local Government Act 2002
in its application of contributions on new
development.

Use of the LGA framework for creating a
development c¢ontributions policy still enables
Council to manage the effects of growth, asit did
under the RMA, but with more flexibility, and at a
holistic level. Closer aignment with other Council
documents and processes will ensure that
contributions better reflect the true current costs of
infrastructure required for growth. The LGA
increases local authorities” ability to collect and
justify. in a more transparent framework,
reasonable contributions from development
towards infrastructure provision.

Ultimately time will tdl how successful the
new policy is, but Council's policy development
team are confident that the principles and
objectives that were sought in the development of a
policy have been adequately rnet by using the LGA
framework.

The full Palmerston North City Council
Development Contributions Policy is freely

available to readers seeking more detail from the
Council website at www.pnce.govt.nz
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