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Te Kaunihera o Whakatu
Report Title: Deliberations on the Policy on Development
Contributions 2024
Report Author: Martin Kozinsky - Senior City Development Adviser
Report Authoriser: Mandy Bishop - Group Manager Environmental
Management
Report Number: R28505
1. Purpose of Report
1.1 To provide supporting information and officer recommendations to assist
Council in considering submissions and making decisions on the draft
Policy on Development Contributions 2024.
2. Summary
2.1 The report covers the main issues raised in the feedback received on the
draft Policy on Development Contributions 2024. The main issues that
submitters raised are:
2.1.1 Delayed payment
2.1.2 Developers share of growth costs
2.1.3 Exemption for social housing developments
2.1.4 Treatment of Retirement Villages
2.2 The part of the draft Policy on Development Contributions 2024 that
attracted the most comments was developers share of growth costs.
This report discusses the feedback on this, as well as other matters that
were raised during the consultation period.
3. Recommendation
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That the Council

1. Receives the report Deliberations on the Policy on
Development Contributions 2024 (R28505) and its
attachment (Draft Policy on Development Contributions
2024 (336940202-11303); and
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2. Approves one change be made to the proposed Nelson
City Council Policy on Development Contributions 2024
(336940202-11303) in response to the submissions
received during the submission period as follows:

Delayed payment

a. Approves that no change is required to the
provisions of the Draft Policy on Development
Contributions 2024 to provide for delayed
payment.

Developers share of growth costs

b. Approves that no change is required to the
provisions of the Draft Policy on Development
Contributions 2024 with respect to the portion of
costs attributed to growth.

Exemption for social housing developments

c. Approves a change to the provisions of the Draft
Policy on Development Contributions 2024 with
respect to the removal of the Crown in section 7.1.

Treatment of Retirement Villages

d. Approves that no change is required to the
provisions of the Draft Policy on Development
Contributions 2024 with respect to the
assessment of retirement villages.

3. Notes that as a consequence of decisions on the Long

Term Plan, amendments may be required to the projects
listed in the Policy on Development Contributions and

the overall guantum of the contributions sought; and

4. Approves that the proposed Nelson City Council Policy
on Development Contributions 2024 be taken to the
Council meeting of 27 June 2024 for final adoption by
Council.

4, Background

4.1 Under Section 102(2)(d) of the Local Government Act 2002 (LGA), every
local authority must adopt a policy on development contributions. The
purpose of development contributions is to enable territorial authorities
to recover a fair, equitable, and proportionate portion of the capital costs
necessary to service growth over the long term. The current 2021 Policy
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was adopted by Council on 24 June 2021 as part of the Long Term Plan
2021-31. Section 1.3 of the 2021 Policy provides:

"It is anticipated that this policy will be reviewed, and if
necessary amended, at least every three years as part of
the LTP process.”

A review of the 2021 Policy has been carried out by Council officers with
the assistance of a consultant for financial analysis. The review process
also included a workshop with elected members and discussions with the
development community.

Council adopted the draft Policy on Development Contributions 2024 on
07 December 2023 (R28040) and public feedback was sought, alongside
the draft Long Term Plan 2024-34, between 27 March and 28 April 2024.
Hearings were held on 8-10 May for those submitters wishing to speak to
their submission.

This report discusses the issues raised in submissions and recommends
one change to the draft Policy resulting from consideration of
submissions. The Local Government Act requires that a Policy be adopted
by 30 June 2024.

Discussion

Council received ten submissions from people/organisations during the
consultation period. Council heard from two submitters who spoke at the
hearings on 8-10 May 2024.

This report covers the main issues raised in the feedback received in the
following order:

5.2.1 Delayed payment

5.2.2 Developers share of growth costs

5.2.3 Exemption for social housing developments
5.2.4 Treatment of Retirement Villages

At this meeting, Council will deliberate on the feedback, ensuring that
reasons for any decisions are made clear so that this can be conveyed to
submitters as required by the Local Government Act 2002, Section
82(1)(f): 'that persons who present views to the local authority should
have access to a clear record or description of relevant decisions made
by the local authority and explanatory material relating to the
decisions...".

Any changes to the projects in the Long Term Plan may have implications
for the Policy, specifically the final contribution rates. To allow time in the
process for officers to modify the Policy should Council make changes to
the projects in the Long Term Plan, the Policy will be brought back to
Council on 27 June 2024 for adoption.
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Key issues raised by the submitters are detailed below and officers’
recommendations are provided below each submission topic.

Delayed payment

A submission by Aaron Adcock (6) recommends options to allow for
staged or deferred payments schemes to provide financial flexibility. This
submission proposes several mechanisms to provide this flexibility, all of
which essentially allow for delay of payment.

The capital cost to Council occurs not when actual connections become
live, but the point at which Council is required to expend capital to build
the infrastructure in response to that demand. The timing of payment at
the subdivision stage strikes a reasonable balance between the cost the
Council carries as soon as the infrastructure is built and the financial risk
that the developer carries between the subdivision stage and selling the
lots.

Council uses debt to pay for new infrastructure and accommodating the
delayed payment of development contributions means that ratepayers
will be responsible for the extra costs associated with servicing this debt.
The proposed Policy seeks to equitably share this cost with developers.

The Local Government Act allows for a level of administrative simplicity
when setting and administrating a development contributions policy. The
flexibility proposed in this submission would increase administrative
complexity and may lead to inconsistent outcomes across developments.

Recommendation:
That the Council

Approves that no change is required to the
provisions of the Draft Policy on Development
Contributions 2024 to provide for delayed
payment.

Developers share of growth costs

Submissions from Gary Scott (1), Steve William-Walsh (4), Zanahe Ruth
Galloway (5) argue that private developers should pay a larger
proportion of infrastructure costs. Two of these submissions argue that
the greenfield development in Kaka Valley should pay the full cost of
providing the supporting infrastructure.

A submission by Scott Burnett (2) supports the proposed changes to the
development contributions cost.

As detailed in section 4.1 of this report, the LGA allows development
contributions that are a fair, equitable, and proportionate portion of the
total project cost. The draft Policy on Development Contributions 2024
includes development contributions for all development, other than those
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listed in the exemptions, that recover the full cost of the growth portion
of projects listed in the Nelson City Council Long Term Plan 2024-34.

The Local Government Act allows for a level of administrative simplicity
when setting and administrating a development contributions policy.
With Nelson City being a relatively small and compact urban area with
one water treatment plant, one transport network, and most of the city
draining to one wastewater treatment plant, it is reasonable for the
whole area to be treated as a single catchment. All new development
benefits from the same city-wide infrastructure network, particularly so
as the majority of greenfield development occurs at the top of a
catchment relying on infrastructure network capacity below it.

The question of “which catchment?” becomes relevant as soon as
multiple catchments are considered. In almost all cases, the water,
stormwater, wastewater and transport catchments do not align with each
other which would add significant complexity and inequalities between
catchments to the calculation of development contributions. Using
different catchments for bespoke development contributions only works
where communities are distinctly separate served by individual
infrastructure networks, such as Motueka and Takaka (excluding the
transport network).

Within a single catchment, the provision of new infrastructure benefits
the existing population and the projected future population. This ratio
between existing and future population informs the proportion of rates
and development contributions.

The proposed development contributions have been assessed by Council
officers to be a fair, equitable, and proportionate portion of the costs of
providing growth related infrastructure.

Recommendation:
That the Council

Approves that no change is required to the
provisions of the Draft Policy on Development
Contributions 2024 with respect to the portion of
costs attributed to growth.

Exemption for social housing developments

A submission by L T (3) argues that expanding this exemption to include
those developing on behalf of Community Housing Providers, Iwi, or the
Crown puts unfair costs on other developers, and that the Crown should
not be included in the list.

A submission by Kainga Ora (9) requests the exemption be extended to
include Crown Entities.

Submission by Ngati Rarua (1000 of the LTP process) and Scott Burnett
(2) are in support of the proposed changes.

229



Item 8: Deliberations on the Policy on Development Contributions 2024

5.20

5.21

5.22

5.23

5.24

5.25

M20577

Section 7.1 of the draft Policy exempts third-party developers building on
behalf of Community Housing Providers, Iwi and the Crown, and is aimed
to make it easier to provide for social housing. Providing this exemption
for Community Housing Providers and Iwi remains a priority to Council.

The Local Government Act section 8(4) exempt the Crown from
development contributions. Kainga Ora is classified as a Crown Entity (as
defined by the Crown Entities Act), which is separate to the Crown, and
therefore is not exempt under this policy.

Council established a Capped Fund from the sale of its pensioner housing
portfolio to Kainga Ora for the purpose of upgrading and developing
social housing in Nelson. This funding is avaiable to reimburse Kainga
Ora for the costs of development contributions and is a more approprate
funding mechanism than providing an exemption under the draft Policy.

Furthermore, it is not expected that the Crown (excluding Kainga Ora)
will seek to procure social housing from a third-party developer, and
section 7.2 of the draft Policy provides exemption for any other
developments undertaken directly by the Crown.

For matters of clarity and readability, staff recommend removing the
Crown from section 7.1 of the draft Policy.

Recommendation:
That the Council

Approves a change to the provisions of the Draft
Policy on Development Contributions 2024 with
respect to the removal of the Crown in section 7.1.

Treatment of Retirement villages

A submission was received from Summerset Village Ltd (8), with support
from John Collyns of Retirement Villages Association of New Zealand (7),
that argues that all retirement village units should be assessed as per
the table below irrespective of the number of bedrooms they contain.
The submission argues that their units typically have a lower occupancy
than other residential dwellings and that residents typically exert less
demand on infrastructure, such as transport and reserves.

Development Activity Units of demand

Type

Retirement unit Transport 0.2 HUD per unit
Community infrastructure 0.1 HUD per unit
Parks and Open Spaces 0.1 HUD per unit

Aged care room Transport 0.1 HUD per unit
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Community infrastructure 0.05 HUD per unit

Parks and Open Spaces 0.05 HUD per unit

5.26 The Policy already provides an element of fairness for all types of small
residences on the same title by using bedroom numbers as a proxy for
levels of occupation (i.e. 3 or more bedrooms = 1 HUD; 2 bedrooms =
0.75 HUD and 1 bedroom = 0.5 HUD). This reduction is available for
retirement villages which contain many dwellings on one title, and
subsequent minor units on the same title as the original house in
standard residential areas.

5.27 One of the objectives of the draft Policy is consistency; i.e. that like
developments should be treated in a like manner. It would be
inconsistent with this objective to provide retirement villages a benefit (a
lower development contribution) that is not accorded to other residential
developments which may also have lower occupancy (e.g. a retired
couple living in a 3 bedroom house that is not within a retirement
village).

5.28 The policy cannot be based on the premise of whether any particular
HUD makes use of the infrastructure created by developments, but
rather that they have access to that service and may choose to use it at
any time. Accordingly, Council has to develop its capital assets based on,
and in proportion to, potential demand, and the cost of that asset must
be proportionately shared amongst those creating that demand.

5.29 For the same reasons, the cost of creating any other asset, including
roading, reserves or community infrastructure, must be shared
proportionately to those who have access to that asset or service,
irrespective of whether any development or any one HUD may actually
use the service or asset.

5.30 The rates in the table above are taken from a report prepared for
Tauranga City Council when assessing retirement villages. This reflects
the much higher complexity of the Tauranga City Council development
contributions policy reflective of a much larger territorial authority. For
Nelson City to have a development contributions policy as complex would
require additional staff resourcing dedicated solely to administering the
Policy. This level of complexity is considered by Council officers to be
unnecessary given the relatively small and compact nature of Nelson
City.

5.31 Tasman District on the other hand provides for “Special Assessments”
where a development requires a special level of service as the result of
being of a type or scale not readily assessed in terms of an equivalent
HUD.

5.32 The option of a Development Agreement where a retirement village

builds public infrastructure to meet a special level of service is still
provided for in the proposed 2024 Policy.
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M20577

Recommendation:

That the Council

Approves

that no change is required to the

provisions of the Draft Policy on Development
Contributions 2024 with respect to the assessment
of retirement villages.

Other matters

It has been identified that the project 2184: Nile St/Maitai Rd
intersection (Bayview/Maitai) was missing from the Development
Contribution policy schedules. This will have a minor impact on the
Development Contribution calculation and will be brought back to Council
as part of the final Development Contribution policy adoption in June

2024.

Options

Council is required to adopt a Policy on Development Contributions. The
options available to Council relating to the Development Contributions

Policy are:

e Resolve to finalise the Policy on Development Contributions 2024 in
line with the recommendations in this report for adoption on 27 June

2024; or

e Alter the recommended resolutions before making them or make
additional resolutions, including requesting further changes to the
Policy on Development Contributions 2024 to be brought back for
adoption on 27 June 2024.

Option 1: Resolve to finalise the Policy on Development
Contributions 2024 in line with the recommendations in this
report for adoption on 27 June 2024.

Advantages

Addresses concerns of some submitters while
maintaining consistency with the objectives of
the policy.

Allows Council to fund infrastructure required
to provide for growth in accordance with
s.197AB that development contributions are
“..determined according to, and Dbe
proportional to, the persons who will benefit
from the assets to be provided (including the
community as a whole) as well as those who
create the need for those asset.”

Ensures compliance with the requirements of
the LGA.
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e Provides a fairer and less complex system, for
reserve contributions.

Risks and

. e Does not address the concerns of all
Disadvantages

submitters.

Option 2: Alter the recommended resolutions before making
them or make additional resolutions, including requesting
further changes to the Policy on Development Contributions
2024 to be brought back for adoption on 27 June 2024.

Advantages e Will allow elected members to make further
amendments to the Development
Contributions Policy 2024 in response to
submitters.

Risks and

e May be inconsistent with the objectives of the
policy and the requirements of the LGA in
respect of Development Contributions.

Disadvantages

¢ May push growth costs onto the developers or
ratepayer

7. Conclusion

7.1 Submissions were sought on the draft Policy on Development
Contributions 2024 between 27 March and 28 April. Council heard from
submitters on 9 & 10 May. At this meeting, Council will deliberate on the
changes proposed to the Policy on Development Contributions 2024. The
Policy will be updated in accordance with Council’s resolutions before
going to a Council meeting on 27 June 2024 for adoption.

8. Next Steps

8.1 Following this deliberations meeting, Council officers will make any
changes to the Policy requested by Council in response to the
submissions received.

8.2 The final Policy will then be brought to the Council meeting on 27 June
2024 for adoption.

8.3 On adoption of the Policy on Development Contributions 2024, the Policy
will be placed on the Council website by 1 July 2024.

Attachments

Attachment 1: Draft Policy on Development Contributions 2024 (336940202-
11303) &
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Important considerations for decision making

Fit with Purpose of Local Government

The adoption of a Development Contributions Policy is required under the
LGA 2002 s102.

Consistency with Community Outcomes and Council Policy

The draft Policy aligns with the Community Outcome "Our infrastructure is
efficient, cost effective and meets current and future needs.”

Risk

Consultation has been carried out to determine the level of support from
the community of the proposed changes to development and financial
contributions. Council is able to consider any risks highlighted in that
consultation, and in making a decision on submissions.

Financial impact

The adoption of the Policy on Development Contributions 2024 will ensure
that those who benefit from Council’s investment in infrastructure to
provide for growth fund it. This ensures a minimal impact on debt and
rates levels.

Degree of significance and level of engagement

Adopting this new policy has been assessed as having a medium-high
degree of significance due to the level of impact of Council’s revenue and
costs decisions on the community. Council is required to consult on the
draft policy in accordance with section 82 of the LGA.

This consultation has taken place in stages, beginning with the stakeholder
meeting starting in May 2023 and ending with the month-long public
submission period 27 March and 28 April 2024. Council has heard verbal
submissions in the hearing on 8-10 May 2024.

Further engagement on this decision is not required as submissions have
already been sought.

Climate Impact

The draft Policy supports the provision of intensification within the
existing urban built environment in response to the community’s concerns
regarding the effects of greenfield development on climate change.

Inclusion of Maori in the decision making process

No engagement with Maori has been undertaken in preparing this report.
One written submission by Ngati Rarua has been included in this report.
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Legal context

Under Section 102(2)(d) of the Local Government Act 2002 (LGA), every
local authority must adopt a policy on development contributions.

Delegations

This is a matter for Council.

M20577 235




Item 8: Deliberations on the Policy on Development Contributions 2024: Attachment 1

Nelson City Council

Policy on Development
Contributions 2024

Operational from 1 July 2024
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Nelson City Council Policy on Development Contributions - 2024
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Glossary and Definitions

Accommodation The same meaning as defined in the Local Government Act 2002
units section 197(2):
Means “...units, apartments, rooms in 1 or more buildings, or cabins or
sites in camping grounds and holiday parks, for the purpose of
providing overnight, temporary, or rental accommodation.”
Allotment The same meaning as defined in section 218 of the Resource

Management Act 1991 section 218(2):

a) any parcel of land under the Land Transfer Act 2017 that is a
continuous area and whose boundaries are shown separately on
a survey plan, whether or not: (i) the subdivision shown on the
survey plan has been allowed, or subdivision approval has been
granted, under another Act; or (ii) a subdivision consent for the
subdivision shown on the survey plan has been granted under
this Act; or

b) any parcel of land or building or part of a building that is shown
or identified separately; (i) on a survey plan; or (ii) on a licence
within the meaning of subpart 6 of Part 3 of the Land Transfer
Act 2017; or

c) any unit on a unit plan; or

d) any parcel of land not subject to the Land Transfer Act 2017

Allotment Value

The value of the allotment including GST.

Applicant The person(s) applying for a resource consent, building consent, or
service connection.
Asset A plan developed for the management of one or more infrastructure

Management Plan

assets that combines multi-disciplinary management techniques
(including technical and financial) over the lifecycle of the asset in the
most cost effective manner to provide a specified level of service. A
significant component of the Plan is a long term cashflow projection
for the activities.

Bedroom

For the purpose of assessing 1 and 2 bedroom residential units, a
bedroom is any room in a residential unit that is greater than 4.5m2 in
floor area and capable to be used for sleeping purposes.

Building Work

Work for, or in connection with, the construction, alteration, or
demolition of a building.

Capital
Expenditure

The cost Council expects to incur to acquire new assets, or to upgrade
or renew existing assets.

City Centre The area shown in the NRMP maps as Inner City — Centre and Inner
City - Fringe

Community The same meaning as in the Local Government Act 2002 section

Facilities 197(2):
Reserves, network infrastructure, or community infrastructure for
which development contributions may be required in accordance with
section 119 of the Local Government Act 2002.

Community The same meaning as in the Local Government Act 2002 section

infrastructure 197(2):

a) means land, or development assets on land, owned or controlled
by the territorial authority for the purpose of providing public
amenities; and

b) includes land that the territorial authority will acquire for that
purpose.

336940202-11303
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Nelson City Council

Policy on Development Contributions - 2024

Community
Outcomes

The outcomes that Council aims to achieve to enable democratic local
decision-making and action by, and on behalf of, communities and to
promote the social, economic, environmental, and cultural well-being
of communities in the present and for the future.

Consent Holder

The person(s) to whom the resource consent, building consent, or
service connection was granted.

Crown Entity

The same meaning as crown entity in the Crown Entities Act 2004
section 7.

Development

The same meaning as the Local Government Act 2002 section 197(1):
a) any subdivision, building (as defined in section 8 of the Building
Act 2004), land use, or work that generates a demand for
reserves, network infrastructure, or community infrastructure;

but

b) does not include the pipes or lines of a network utility operator.

Development
Agreement

The same meaning as the Local Government Act 2002 section 197(2):
A voluntary contractual agreement made under Sections 207A to 207F
between 1 or more developers and 1 or more territorial authorities,
for the provision, supply or exchange of infrastructure, land, or money
to provide network infrastructure, community infrastructure, or
reserves in 1 or more districts or part of a district.

Development
Contribution

The same meaning as the Local Government Act 2002 section 197(2):

A contribution that is:

a) provided for in a development contributions policy of a territorial
authority; and

b) calculated in accordance with the methodology; and

c) comprising (i) money; or (ii) land, including a reserve or
esplanade reserve (other than in relation to a subdivision
consent), but excluding Maori land within the meaning of Te
Ture Whenua Maori Act 1993, unless that Act provides
otherwise; or (iii) both.

District

The district of a territorial authority, in this case, the Nelson City area.

Estimated
Building Value

The estimated aggregate of the values determined in accordance with
Section 10 of the Goods and Services Tax Act 1985 of all goods and
services to be supplied for that building work.

Gross
Development
Area

1. The total floor area of any building measured from the outer
faces of the exterior walls, or the centre line of walls separating
two abutting buildings.

Plus

2. The area of any part of the allotment used solely or principally
for the storage, sale, display, movement or servicing of goods or
the provision of services on the allotment.

The gross development area does not include:

. vehicular parking ancillary to the primary development,
manoeuvring, loading and landscaping areas, and areas used
only for primary production purposes (such as quarry workings,
farmlands and orchards) the conversion of which to another use
would require resource consent or building consent; and

. the area of plant equipment servicing the site and network
infrastructure including pipes, lines installations, roads, water
supply, wastewater and stormwater collection and management
systems

336940202-11303
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Nelson City Council

Policy on Development Contributions - 2024

Household Unit of
Demand (HUD)

One Residential Unit (see definition below)

ISA

Impermeable surface area

Land The Nelson Tasman Land Development Manual 2018(or subsequent
Development revision) that forms the basis for design and construction of all Nelson
Manual City’s roads, drains, water supply and reserve areas.

LGA The Local Government Act 2002

Methodology The method by which development contributions are calculated.
NRMP The Nelson Resource Management Plan

Network The same meaning as the Local Government Act 2002 section 197(2):
Infrastructure The provision of roads and other transport, water supply, wastewater,

and stormwater collection and management.

Non-Residential
Development

Any development that is not for a residential activity.

Residential Unit

Means a building or part of a building that is a single self-contained
household unit, used principally for residential activities, whether by
one or more persons, including accessory buildings. Where more than
one kitchen facility is provided on the site, there shall be deemed to
be more than one residential unit. For the purposes of the policy,
retirement villages are covered by this definition.

RMA

The Resource Management Act 1991.

Service
Connection

The same meaning as the Local Government Act 2002 section 197(2):
A physical connection to a service provided by, or on behalf of,
Council.

Social Housing

Housing developments undertaken by a Community Housing Provider
that is registered with the Community Housing Regulatory Authority.

Subdivision (of
land)

The same meaning as in the Resource Management Act 1991 section

218:

The division of an allotment by:

a) an application to the Registrar-General of Land for the issue of a
separate record of title for any part of the allotment; or

b) the disposition by way of sale or offer for sale of the fee simple
to part of the allotment; or

c) a lease of part of the allotment which, including renewals, is or
could be for a term of more than 35 years; or

d) the grant of a company lease or cross lease in respect of any
part of the allotment; or

e) the deposit of a unit plan, or an application to a Registrar
General of Land for the issue of a separate certificate of title for
any part of a unit on a unit plan;

f) or an application to Registrar-General of Land for the issue of a
separate record of title in circumstances where the issue of that
record of title is prohibited by section 226 (of the Resource
Management Act 1991).

336940202-11303
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Nelson City Council Policy on Development Contributions - 2024

Introduction

Overview

Population growth and development such as subdivision and new buildings place increasing
demands on Council’s infrastructure, reserves and facilities. As a result of that growth new or
upgraded and extended infrastructure, reserves and/or facilities are required to meet those
demands.

Council has two main funding mechanisms: rates and development contributions. Council seeks
to recover a fair, equitable and proportionate portion of the capital costs of infrastructure,
reserves and some facilities needed to support growth through Development Contributions
(DCs) under the Local Government Act 2002 (LGA).

Each new household unit of demand (HUD) or the equivalent for commercial development is
required to pay a DC. Nelson City Council has a one catchment approach for DCs because of the
single urban environment nature of all network services.

Councils Development Contributions Policy 2024 takes effect for all resource and building
consent applications, and all new service connections from the 1 July 2024. This policy has
three main sections:

Section 1: Summary - this section sets out key information on when DCs apply to a
development, how much the charges are, and when they are required to be paid.

Section 2: Policy details - this section provides the technical detail and information
needed to comply with the requirements of the LGA for a policy on DCs.

Section 3: Schedules of capital works - this section contains the schedule of assets as
required by the LGA section 201A. The schedule contains list of all projects along with
the growth portion which will be paid for by DCs.

This policy applies to applications for resource consent, building consent or service connections
on or after 1 July 2024.

Prior to 1 July 2024 contributions for growth were sought under previous policies, which can be
found on Council’s website at http://www.nelson.govt.nz/building-and- property/property-land-
use/development-and-financial-contributions/.

Updating the policy

It is anticipated that this Policy will be reviewed, and if necessary amended, at least every three
years as part of the LTP process. For the financial years in between LTPs, DCs will be inflated
based on the rate of increase (if any) in the Producers Price Index Outputs for Construction
(PPI) provided by Statistics New Zealand since the DC was last set.

Before any increases take effect, Council will make publicly available information setting out the
amount of the newly adjusted DC and show how any increase was calculated.

The greenfield neighbourhood reserves land contribution is calculated using the median per
square metre section sales price from a representative sample of bare residential sections
located outside the built urban area and sold in the previous calendar year (01 January to 31
December). Before any annual update of the contributions (above the level of PPI adjustment
allowed for in the LGA) in this policy is made a consultation process will be undertaken. This
may occur as part of the Annual Plan.
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Item 8: Deliberations on the Policy on Development Contributions 2024: Attachment 1

Nelson City Council Policy on Development Contributions - 2024

Section 1: Summary of Policy

This section provides a summary of key information on when DCs apply to a development, how
much the charges are, and when they are required to be paid. For further information, see
section 2.

1. What development is assessed?

A development that creates additional demand will be assessed for DCs. A development
can be any subdivision, building, land use, or work that generates a demand for
reserves, network infrastructure or community infrastructure.

A DC may be required to be made to Council when:
(i) aresource consent is granted under the RMA, or
(ii)  a building consent is granted under the Building Act 2004, or

(iii) an authorisation for a service connection is granted.

2. What contributions are payable?

Council may require DCs for developments where the effect of the developments is to
require new or additional assets or assets of increased capacity and, as a consequence,
Council incurs capital expenditure to provide appropriately for:?

(i) Reserve land and improvements.
(ii)  Network infrastructure.
(iii) Community infrastructure.

For the purpose of this Policy, the transportation activity is considered as an integrated
activity that includes all modes of transport.

3. How is demand quantified?

Council applies a standard DC for all development within the city wide catchment. In
order to have a consistent method of assessing demand and charges for DCs for
different activities, a charge per Household Unit of Demand (HUD) or HUD equivalent is
used.

Each development that creates an additional, or part of, a HUD pays a DC.

Council will calculate DCs on a development’s first application for a resource consent,
building consent or connection authorisation and will re-calculate a DC on any
subsequent application after the first in relation to the same development.

The following conversion factors are used to quantify the demand created by different
types of development.

1 Definitions of the assets for which DCs may be payable can be found in the Glossary and Definitions section of this
Policy.
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Nelson City Council Policy on Development Contributions - 2024

3.1

3.1.1

3.1.2

Residential

New residential development, building and subdivision pay 1 HUD of contribution per
infrastructure service for each new household unit. Smaller household units on the
same title as an existing household unit pay a portion of a HUD depending on size
determined by bedroom numbers.

Table A: Residential HUD calculation

Infrastructure Household: Unit of Comments

Service Demand (HUD)

Water New titles: Each additional Applies everywhere

Wastewate residential title created shall Applies eve here
water pay 1 HUD; and Additional pp! hhib Aulls

Stormwater residential units on an Applies everywhere

Transport existing title shall pay the Applies everywhere

following portion of a HUD?

- a) 0.5 HUD for a one -
Neighbourhood bedroom residential Only applies to development

Reserved unit located outside the urban

(Greenfield) - ' boundary area, see (defined in

Sites outside the | D) 07> HUD foratwo Maps A1, B1-B3, and C1-C3 in
bedroom residential : .

urban boundary unit the appendix or online at

www.nelson.govt.nz/built-
C) 1 HUD for a residential

| urban-area)
unit of three or more

General Reserves Applies everywhere

Neighbourhood bedrooms. Only applies to development
Reserves located within the urban
(Intensification) boundary area, see (defined in
- Sites inside the Maps A1, B1-B3, and C1-C3 in
urban boundary the appendix or online at

www.nelson.govt.nz/built-
urban-area)

General Reserves

The general reserves contribution is calculated from the reserves development and
improvement programmes contained in the Reserves Asset Management Plan. The
programme of works contained in the Asset Management Plan is summarised in the
appendix. All new residential development shall pay a general reserves DC in addition
to either the greenfield or intensification reserves DC.

Sites outside the urban boundary - Greenfield

The neighbourhood reserves (greenfield) contribution is targeted at development
outside the urban area (defined in Maps A1, B1-B3, and C1-C3 in the appendix or
online at www.nelson.govt.nz/built-urban-area) on the basis that Council will continue
to purchase land for neighbourhood reserves and develop them in greenfield
development areas.

The neighbourhood reserves (greenfield) contribution is calculated using the median
per square metre section sales price from a representative sample of bare greenfield
residential sections sold in the previous complete calendar year (01 January and 31

1 Council considers this the fairest and simplest way to acknowledge that a smaller residential unit places a lower

demand on council’s infrastructure, compared to a typical dwelling. This also achieves Councils strategic outcome of

promoting intensification for residential development throughout the city, encourages greater housing choice, and may

also promote housing affordability.
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Nelson City Council Policy on Development Contributions - 2024

3.1.3

3.2

December). An annual update of the neighbourhood reserves (greenfield) DC in this
Policy is proposed in order to ensure the value of the DC adequately reflects market
increases. The median per square metre land price calculated for the 2023 calendar
year is $581.

Any change to the neighbourhood reserves (greenfield) contribution above the level of
PPI (as allowed for in the LGA) will be consulted on along with the Annual Plan. If for
any reason the Annual Plan is not consulted on in any year, a separate consultation
process will be undertaken.

The neighbourhood reserve (greenfield) contribution is linked to the Level of Service in
the LTP that states that neighbourhood reserves will be provided at a rate of 1.1Ha per
1,000 residents. With a current average occupancy rate of 2.4 people per household,
this corresponds to 26sgm of land needed per new household or HUD.

Any new lot that is located partially inside the urban boundary and partially outside the
urban boundary shall pay a contribution as if it is located outside the urban boundary.

Sites inside the urban boundary - Intensification

For sites inside the urban boundary, defined in Maps Al, B1-B3, and C1-C3 in the
appendix or online at www.nelson.govt.nz/built-urban-area, the general reserves
contribution (intensification) applies.

Further land purchase within the built urban area for the provision of neighbourhood
parks is unlikely to occur due to the absence of available land in these areas. In lieu of
providing additional neighbourhood parks in the built urban area, a programme of work
has been developed in the Reserves Asset Management Plan for improving existing
neighbourhood reserves, to provide a higher level of service suitable for more users
expected as a result of the expected intensification.

The programme of works contained in the Asset Management Plan is summarised in the
appendix.

Non-residential

Non-residential subdivisions, land uses, or building developments are more complicated
as they don't usually conform with typical residential household demand for each
service. In these cases, Council makes a HUD equivalent assessment based on the
characteristics of the development and its demand loading on different infrastructure
services.

(i)  New titles: Each additional non-residential title created shall pay 1 HUD.

(ii) In addition, at building consent stage a non-residential development will also be
subject to, and assessed for, DCs based on the factors listed in Table B below.
Credits will be given to any existing activity also based on the factors in Table B.

Neighbourhood reserves development contributions are not payable by developments
that are not residential.
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Nelson City Council

Policy on Development Contributions - 2024

Table B: HUD conversion rates for non-residential activities

Base Unit

Household Unit of
Demand (HUD)

Comments

units

Water Internal pipe size | Water pipe size (see | Internal pipe size into
into development | Table C below) development dictates the
HUD amount. Refer to
table C below.
Wastewater | Number pans or 2 pans or urinals One urinal is considered
urinals equivalent to one pan.
Stormwater | Impervious 316m? and A typical residential
surface area multiples thereof for | dwelling covers
roof and paved approximately 316m?2.
areas
Transport Number of HUDs | HUDs Table D below sets out
the number of HUDs by
activity type.
General Number of 0.5 HUD per Accommodation
Reserves accommodation accommodation unit | developments that do not

meet the definition of
“residential unit”.

Table C: Water and Wastewater HUD conversion

Internal diameter of 20 25 32 40 50 100 150
water connection (mm)
HUDs 1 1.56 2.56 6.25 25 56.25

Table D: HUD conversion table for transport DC

Activity HUDs/100sqm GDA
Cool Stores including controlled atmosphere storage 0.01
Outdoor Storage Yards 0.05
Storage ancillary to the principal activity 0.13
Warehouses including storage as the principal activity 0.13
Service Stations 0.17
Home Occupations 0.25
Hospitals, and Homes for the Aged 0.25
Port Operational Area 0.43
Industrial Activity 0.50
Schedule N area in NRMP 0.75
Education Facilities (Pre-school and Primary) 0.75
Health Facilities (excluding hospitals), and Veterinary 0.83
Clinics

Offices 0.83
Education Facilities (Secondary) 0.88

336940202-11303
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Nelson City Council Policy on Development Contributions - 2024
Activity HUDs/100sqm GDA
Large Format Retail/Bulk Retail (other than within Schedule 0.88
N - Quarantine Road)

Restaurants, Cafes and Taverns 1.00
Retail Activities, and Retail Services (other than 1.00
supermarkets and large format retail/bulk retail) (for

illustrative purposes, retail services include personal or

household services such as hairdressers, dry cleaners,

servicing or repair of appliances or equipment. Retail

activity includes things such as vehicle sales).

Vehicle Parking Facilities 1.00
Commercial Garages and service stations 1.00
Tertiary Education Facilities 1.25
Places of Entertainment, Buildings Private or Public 1.25
Assembly, Buildings for Community Use, Clubs and Places

of Worship (includes funeral chapels, and Crematoriums).

Short Term Living Accommodation 1.25
Supermarket 1.25
Recreation Areas 1.00
Activities other than listed above (outdoors) 0.05
Activities other than listed above (indoors) 0.50

4. Other assessment matters

Where a building is located on two or more allotments and is subject to the Building Act
2004 sections 75 and 77, then the development contributions will be assessed as for

one allotment.

The number of HUDs payable reflects the additional demand on Council infrastructure
created by the development. Only the additional demand created will be considered

when assessing DCs.

336940202-11303
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Nelson City Council

5.

How much is payable?

Policy on Development Contributions - 2024

The city-wide DC per household unit of demand (HUD) for each of the network
infrastructure activities is shown below in Table E. All values shown in the Policy are

excluding GST.

Table E: Development contributions by activity per HUD

Activity Greenfield &$ per | Brownfield $ per
HUD (excl GST) HUD (excl GST)

Stormwater! $7,500 $7,500

Wastewater $8,240 $8,240

Water supply $4,310 $4,310

Transportation $3,210 $3,210

Community infrastructure $2,030 $2,030

Infrastructure Development $25,290 $25,290

Contribution Totals

General reserves? $1,660 $1,660

Neighbourhood Reserves (Greenfield) $15,689 NA

- Sites outside the urban boundary

Neighbourhood Reserves NA $280

(Intensification) — Sites inside the

urban boundary

Reserves Development Contribution $17,349 $1,940

Totals

Total Development Contribution $42,639 $27,230

Timing of payment

An invoice will be issued for DC charges to provide an accounting record and to initiate
the payment process. The timing of the invoice is different for different types of

developments (See Table F).

1 This includes flood protection capital projects that have a growth-related component within the stormwater collection

and management development contribution, and where each relevant flood protection project is required, at least in

part, to collect or manage stormwater run-off from developments or to protect developments from stormwater run-off.

336940202-11303

2 General reserves includes the land and the improvements to the land.
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Nelson City Council Policy on Development Contributions - 2024

Table F: DC invoice timing

Consent type Invoices issued

Building consent At granting the building consent

Certificate of Prior to issuing a certificate of acceptance

acceptance

Resource consent for At the time of application for a certificate under section 224(c)
subdivision of the Resource Management Act 1991. An invoice will be

issued for each stage of a development for which 224 (c)
certificates are sought, even where separate stages are part of
the same consent.

Resource consent At granting of the resource consent
(other)
Service connection At granting of the service connection for water, wastewater or

stormwater services

DC payable will be assessed based on the date the application for consent was
submitted and will continue to be invoiced at each stage of the development for which a
separate certificate under section 224(c) of the RMA is applied for.

Where a staged subdivision development is undertaken via multiple consent
applications, each DC requirement will be assessed according to the policy applying at
the time that each separate application for consent is submitted.

Invoices become due for payment by the due dates in Table G:

Table G: DC payment due date

Consent type Payment due date

Building consent 20th of the month following the issue of the invoice
Certificate of Prior to issuing the certificate of acceptance

acceptance

Resource consent for Prior to release of the certificate under section 224(c) of the
subdivision Resource Management Act 1991 (the 224(c) certificate)
Resource consent 20th of the month following the issue of the invoice
(other)

Service connection Prior to issuing the connection approval

If invoices are not paid in full on time, Council may:

e Prevent the commencement of a resource consent.

e Withhold a certificate under section 224(c) of the RMA.

e Withhold a code compliance certificate under section 95 of the Building Act 2004.

e Withhold a service connection to the development.

Where invoices remain unpaid beyond the payment terms set out in this Policy, Council

will start debt collection proceedings, which may involve the use of a Credit Recovery
agent. Council may also register the DC under the Land Transfer Act 2017, as a charge
on the title of the land in respect of which the development.
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Nelson City Council Policy on Development Contributions - 2024

7.

7.1

7.2

7.3

7.4

7.5

Exemptions

The following exemptions apply under this Policy:

Social Housing Developments

Council will not require DCs to be paid in respect of social housing developments
undertaken by, or for:

- a Community Housing Provider that is registered with the Community Housing
Regulatory Authority, or

- Iwi Trusts, or
-—the-Crown;of

- any other partnership where Council has entered into an agreement to provide
social housing.

Developments undertaken by the Crown

The Crown is not required to pay DCs where it is the landowner. However, the Crown is
invited to pay DCs as appropriate on any activities that consume infrastructural
capacity and may choose to accept or decline that invitation. The invitation to pay will
not be a condition of the issue of a property information memorandum (PIM) or
consent, section 224(c) certificate, code compliance certificate or service connection.

In accordance with section 8(4) of the LGA, people or entities that have an interest in
any property of the Crown or who manage public reserves vested in the Crown will be
subject to DCs and are not covered by this exemption.

Development undertaken at Whakatu Marae

Council will not require DCs to be paid in respect of development undertaken in the
sites labelled WM1 in the NRMP planning maps (Map 7) and detailed further in Chapter
11 (Oss.7) of the NRMP.

State Integrated Schools

State Integrated Schools are identified in this Policy as providing the same service to
the community as a state school in that they are required to provide education in
accordance with the same curriculum. Therefore, Council will not require DCs to be paid
in respect of State Integrated Schools under this Policy.

City Centre residential developments

Council seeks to encourage residential growth in the central city in order to intensify
development within networks of existing infrastructure. Council will not require DCs to
be paid in respect of the development of:

a) additional residential units, or a mixed development of residential and commercial
units (provided that the exemption shall only apply in respect of the residential
portion of the development), in the City Centre; and

b)  additional residential units in the City Centre as defined in the NRMP (refer Map 2
in the appendix).

In respect of the City Centre residential exemption, the following conditions apply:
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7.6

7.7

7.8

7.9

(i) The allocation of the exemption is based on the date the application for resource
or building consent is approved; and

(iil) The exemption is granted on the condition that construction commences within 12
months after the exemption is granted. If this condition is not met the exemption
will no longer apply and the DC will be required at the time of section 224
certificate or code of compliance. Where an applicant can demonstrate that
substantial progress has been made, the exemption may be extended up to 24
months from the date it was granted.

Low impact stormwater developments

Council recognises that some developments control the additional stormwater they
produce and consequently, have a reduced impact on Council’s network. Where this
impact is permanent and won’t become redundant as a result of Council works in the
future, Council may reduce the DC for stormwater. In exercising this discretion, Council
will be guided by:

(i)  Where, following an event equal to or greater than a one in 15 year storm event,
stormwater will not discharge into a Council managed system, stormwater DCs
may be reduced by up to 50%;

(ii)  Where, following events equal to or greater than a one in 15 years storm event,
the stormwater will discharge into a Council managed system, the stormwater DC
may be reduced by up to:

1. 25% - where primary stormwater flows are managed to pre-development
levels;

2. 50% - where both primary and secondary stormwater flows are managed to
pre-development levels

The maximum 50% discount reflects the fact that all developed properties receive
benefit from associated stormwater mitigation capital expenditure work by Council in
the catchment area. For example, the catchment will either be directly protected or the
ability to move around the area unencumbered during storm events will be improved.

Water supply and wastewater

If a development is unable to connect to the water supply or wastewater network then
a contribution for these activities will not be required.

Tasman District water supply

Where water for a development is to be supplied by Tasman District Council, the DC for
water will be levied in accordance with the current Tasman District Council’s
Development Contributions Policy at that time, and not under this Policy. Applicants will
be advised when consent applications are processed.

Other exemptions

Council does not accept any other exemptions to this Policy, other than where there is
a relevant legislative exemption.

In exceptional circumstances, Council may grant an exemption from the requirement to
pay DCs (including remission, reduction or postponement) at its absolute discretion and
subject to the following:
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An application for an exemption should be made to Group Manager Environmental
Management prior to an invoice being issued.

a) Each application will be considered on its own merits but the Group Manager
Environmental Management may have regard to:

(i)  whether the development is part of a not-for-profit entity; and

(ii) any unique contribution that the development is making towards Nelson City
Community Outcomes; and

(iii) consistency with the general application of the 2021 Policy.

b) A decision by the Group Manager Environmental Management to decline the
application will not be subject to further review or reconsideration within the
Council.

c) If the Council officer recommends the application be granted, the exemption may
only be granted by a resolution of the Council (or a Committee or Subcommittee
acting under delegated authority).

Development Agreements

The Council may enter into development agreements or other agreements in
circumstances where there is a need to allocate responsibility between developers and
the Council for the construction and funding of public works associated with a
development in order to support outcomes in the Nelson Resource Management Plan.

Development agreements will not be used to reduce the amount of any contribution
calculated under this Policy. It is expected that any agreement will include provisions
that will underline the expectation for payment of DCs by developers and a works
contract for the purchase of infrastructure constructed by the developer.

Where an applicant undertakes work on behalf of the Council, this will be done within
normal procurement procedures and paid for under the terms of that engagement. DCs
will still be payable by the applicant where they are required under this policy.

For activities covered by a development agreement, the agreement overrides the
development contribution normally assessed as payable under the Policy.

Sections 207A to 207F of the LGA 2002 sets out criteria to be applying to development
agreements.
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Section 2: Policy Details

This section provides further policy details, including those needed to fully comply with the
requirements of the LGA.

9. Purpose and Objectives

Section 197AA of the LGA states that the purpose of development contributions is:

“...to enable territorial authorities to recover from those persons undertaking
development a fair, equitable, and proportionate portion of the total cost of capital
expenditure necessary to service growth over the long term.”

Under this Policy, Council intends to entirely fund the portion of capital expenditure
(“capex”) that is attributable to growth through DCs wherever it can be done so
lawfully, fairly, reasonably, and practically.

Council considers that DCs are the best mechanism available to ensure the cost of
growth is apportioned to those who have created the need for that cost. Council
considers it inappropriate to burden the community as a whole, by way of rating or
other payment means, to meet the cost of growth.

The objectives of this Policy are:

a) Fairness: to ensure that those who create a need for new or additional assets, or
assets of increased capacity, contribute their fair share to the cost of providing
that asset, and to ensure that the cost of providing new or additional assets, or
assets of increased capacity, is allocated proportionately between those who
benefit from those assets as well as those who create a need for those assets.

b)  Simplicity: ensure that the Policy is easy to understand and administratively
simple to apply.

c) Certainty and transparency: provide developers with a clear understanding of
what will be funded from DCs, what they will have to pay towards those costs,
and when.

d) Consistency: ensure that developments are treated consistently in the
assessment of DCs.

e) Contribution to Nelson goals: support and facilitate the wider outcomes sought by
Nelson City Council.

In developing this Policy, the principles of section 197AB of the LGA have also been
taken into account, including that:

a) DCs are only required where the effects or cumulative effects of developments will
create or have created a requirement for the Council to provide or to have
provided new or additional assets or assets of increased capacity; and

b) DCs are determined in a manner that is generally consistent with the capacity life
of the assets for which they are intended to be used and in a way that avoids
over-recovery of costs allocated to development contribution funding; and

c)  cost allocations used to establish DCs are determined according to, and
proportional to, the persons who will benefit from the assets to be provided
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d)

e)

f)

g)

h)

(including the community as a whole) as well as those who create the need for
those assets; and

DCs are used —

(i) for, or towards, the purpose of the activity or the group of activities for
which the contributions were required; and

(ii) for the benefit of the district or the part of the district that is identified in the
DCs policy in which the DCs were required;

DCs are not used to fund operational costs to maintain or to improve levels of
service for existing users.

Sufficient information is made available to demonstrate what DCs are being used
for and why they are being used;

DCs should be predictable and consistent with the methodology and schedules of
this Policy;

in calculating and requiring DCs, the Council may group together certain
developments by geographic area or categories of land use, provided that—

(i) the grouping is done in @ manner that balances practical and administrative
efficiencies with considerations of fairness and equity; and

(ii) the grouping by geographic area avoids grouping across an entire district
wherever practical.

Section 102(3a) of the LGA states that Councils must support the principles in the
preamble to Te Ture Whenua Maori Act 1993. This Policy supports the principles within
the exemptions in subheadings 7.1 and 7.3.

Other considerations which form part of the development of this Policy include DCs are
not required if:

a) Council has imposed a condition on a resource consent in relation to the same
development for the same purpose; or

b) the developer will fund or otherwise provide for the same network infrastructure;
or

c) Council has already required a DC for the same purpose in respect of the same
building work; or

d)  Council has received or will receive funding from a third party for the project or
provision of the same network infrastructure.
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10.

11.
11.1

11.2

Refunds

Where a development or subdivision does not proceed, any refund of money or return
of land will be applied in accordance with section 209 of the LGA. Any refunds will be
issued to or any returns made to the consent holder of the development to which they
apply and will not be subject to any interest or inflationary adjustment.

Reconsiderations and Objections

Reconsideration of a development contribution

An applicant may request the reconsideration of a DC within 10 working days of
receiving notice to pay DCs. The request must be in writing, stating the grounds for a
reconsideration, and the relief sought. As provided for in section 199A(1) of the LGA
those grounds are that:

a) the development contribution was incorrectly calculated or assessed under the
Policy; or

b)  Council incorrectly applied its Policy; or

c) the information used to assess the development against the Policy, or the way
council has recorded or used it when requiring a DC, was incomplete or contained
errors.

If a reconsideration is applied for in relation to the first two grounds described above,
no fee will be charged. In the case of the third ground (paragraph (c)) for
reconsideration, if any error in recording of information or the manner in which it has
been used is proven to be the fault of Council, no fee will be charged.

If the information used to assess the person’s development against the Policy is
incomplete or contains errors and these errors or omissions are attributable to the
applicant, a fee of $255 + GST will be charged.

Requests for reconsideration can be lodged with Council in writing using the prescribed
form (available on Council's website) together with payment of the applicable fee.

Applications with insufficient information or without payment of fee will be returned to
the applicant with a request for additional information or payment.

Applications for reconsideration will be considered by a panel of up to three staff,
including at least one person with delegated authority to determine the matter.

A decision in writing shall be given to the person who made the reconsideration request
within 15 working days after the date on which Council receives all required information
relating to a request.

Objection to a development contribution

In accordance with sections 199C and 199D of the LGA, a person may object to any DC
requirement. The right to object does not apply to challenges to the content of the
Policy, but can apply if the objector believes Council:

a) Failed to properly take into account features of the objector’s development that
on their own or cumulatively with other developments, would substantially reduce
the impact of the development upon the requirement for Council to provide
community facilities; or
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b) Required a DC for community facilities not required by, or related to, the
objector’s development, whether on its own or cumulatively with other
developments; or

C) Required a DC in breach of Section 200 of the LGA; or
d) Incorrectly applied the Policy to the development.

Any objection must be lodged with the Council within 15 working days of receiving
notice to pay a development contribution, or within 15 working days of receiving the
outcome of any request for reconsideration.

Objectors should use the objection form found on Council's website and supply any
supporting information with the form.

Objectors must pay a deposit of $2,750.00 + GST and are liable for Council’s actual
and reasonable costs incurred in the objection process, including staff and
commissioner time, and other costs incurred by Council associated with any hearings
unless the Council is directed to remit costs by the Commissioner.

The other aspects of the objections process are in accordance with sections 199E to
199P and Schedule 13A of the LGA.

When considering a DC objection and any evidence provided in relation to that
objection, commissioners must give due consideration to the following:

a) the grounds on which the DC objection was made;
b) the purpose and principles of DCs under Sections 197AA and 197AB of the LGA;

c) the provisions of the Policy under which the DC that is the subject of the objection
was, or is, required;

d) the cumulative effects of the objector’s development in combination with the
other developments in a district or parts of a district, on the requirement to
provide the community facilities that the DC is to be used for or toward; and

e) any other relevant factor associated with the relationship between the objector’s
development and the DC to which the objection relates.
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12,

13.

13.1

13.2

Infrastructure Investment Assumptions

The provision of infrastructure to enable development will be prioritised through the LTP
to ensure that:

(i)  growth projections are aligned with capital spending for growth to enable
infrastructure to be provided at the optimal time - not too early and not too late;
and

(ii)  optimal use is made of existing infrastructure; and
(iii) growth areas identified in the Future Development Strategy are prioritised; and

(iv) sufficient capacity is provided to meet the requirements of the National Policy
Statement on Urban Development.

Under this approach, not all identified development areas will be serviced in the next
ten years. Developers who intend to undertake a development on areas not
programmed to be serviced have the following options:

(i)  construct and fund the work themselves; or

(ii) make a submission to the Council’s Long Term Plan process to get the required
projects funded by the LTP; or

(iii) propose to Council that a private developer agreement is entered into - refer
section 8.

Calculation Methodology

This section provides an introduction to the DC calculation methodology for DCs.

One-catchment approach

The Council assessed the effects of adopting a multiple catchment approach for
planning and funding services in 2006, 2014 and 2018 when this Policy was reviewed in
line with principles outlined in the LGA. The funding framework of Nelson City has been
based on a one-catchment approach to reflect the compact nature of the city.

Council has adopted a one-catchment approach to calculating development
contributions.

Calculation method

The key concept of the approach is to define the total capital expenditure (capex) for
growth consumed by the growth population over a period of time. This consumption of
capex for growth is then apportioned among the increased number of household units
of demand (HUDs) over the same time period. This defines the long run average cost of
growth per unit of demand, defined as the dwelling equivalent contribution.

The calculation method can be summarised by the following steps:

STEP 1: Assess capital expenditure for growth on an asset by asset basis using financial
reports (past expenditure) and projected expenditure.

STEP 2: Apportion capital expenditure for growth by the growth population (HUDs) over
the design life of the asset, to assess the $/unit of demand.
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13.3

13.4

STEP 3: For each year in the analysis period determine the total consumption of asset
capacity for each asset identified, namely - $/unit of demand x the number units of
demand.

STEP 4: Sum for all assets in each year in the analysis period, namely total capacity
consumed in that year, measured in $.

STEP 5: Sum each year in the ten-year analysis period and divide by the growth
population (new dwelling equivalents) projected over the analysis period to determine
the dwelling equivalent contribution.

Growth costs

Capital expenditure may be attributable to one or more factors: growth, changes to
levels of service, statutory requirements, or asset renewal.

Under this Policy all projects have been assessed to calculate a fair, equitable and
proportionate portion of council’s infrastructure costs that can be attributed to growth.

The growth costs reflect the cost that Council has or will incur because of growth. The
growth-related costs are solely those required to meet the additional demand created
by the effects (including cumulative effects) of all development within the citywide
catchment. This includes capacity in all up and downstream areas of the network, and
not just the capacity in the locality of a given development. For example, the growth
costs include the capacity in the headwork’s assets such as treatment plants and
storage asset.

Projects that were/are completed solely to address the demands of, and the benefits to,
development, are considered to be 100% growth. Projects that were/are solely to
replace existing assets or change levels of service are considered to be 0% growth.

Projects that benefit both the existing community and the future community are
apportioned using the following formula:

Growth % = (Demand at capacity — Demand at Construction)/Demand at capacity

Where possible the demand has been quantified using first principles, e.g. traffic flow,
litres used, impermeable surface area (ISA). In other cases the demand is quantified
using the number of HUDs, and the increase over the capacity life of the asset. This
ensures that only a fair, equitable and proportionate portion of the total costs is passed
onto the future community via development contributions.

This approach can be used on projects where growth is not the main driver. For
example, an upgrade to a wastewater treatment plant may be a combination of both
level of service change for the existing community and provision of capacity for the
future community.

Average cost of growth

DCs are based on the long-term average cost of growth across the city and reflect the
average cost of infrastructure required to service new development for each activity.
This includes those growth-related projects planned for in the 2021-2031 LTP and also
those growth-related projects that have already been completed.

The calculation method uses the capacity life of each asset to fairly apportion the
growth costs across the capacity life of the asset created. This ensures that all
developments that benefit from the growth-related capital expenditure contribute an
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equitable portion. This also ensures that the rate the capacity is consumed is
considered in the calculation so that early and late developers do not pay an unfairly
high proportion of the growth costs. This also means that not all growth costs incurred
in the LTP period will be funded over that period.

The standard contribution ($/HUD) is based on the average cost of growth for each
activity over a 10-year analysis period.

$

HUD
= Sum of growth costs consumed in analysis period /

Standard development contribution =

Sum of new HUDs in analysis period

This method is summarised in the following diagram:

Figure 1: Long run average cost of growth
Sum the growth capex consumed in
each year of analysis period
1 1 1 1 ® -
L]
- _
7 J
HEREREESEN
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=
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1
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o
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|
< g
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Growth portion of individual
 capital project . Sum of HUDs created over
LHS = Construction date analvsis period
RHS = Capacity date : ysisp N
_ _ _ Growth (Units of Demand) | |
=HUD

Although the method uses a bottom up approach at the project level, the standard
contribution reflects the average cost of growth for the overall activity. This is
considered the fairest way to ensure all development in the city-wide catchment pays a
fair and equitable contribution to fund each activity and service growth over the long
term.

For the purpose of the calculations, the design life of the longer life assets has been
capped at 30 years. This design life is used in both the calculation of the growth portion
and the consumption of the growth costs. This ensures that the interest costs of
funding long life assets are not disproportionally high. The 30 years was chosen as it is
consistent with Council’s 30 Year Infrastructure Strategy.
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13.5

14.

14.1

14.2

Interest considerations

Interest costs have been assessed based on an average 3% interest per annum, as
adopted in the 2024 LTP. The interest component of the standard contribution is based
on the average interest costs over the 10-year analysis window. This includes
consideration of the existing growth-related debt which is based on the growth costs to
date and the contribution income received to date.

Significant assumptions

The DC Policy is underpinned by a range of assumptions identified below.

Best available knowledge

All information used in the calculation of development contributions is the best available
knowledge at the time of the calculation models being prepared.

Capital expenditure projections are those that have been forecast in the Long Term
Plan. Actual expenditure for the years to and including 2013/14 to 2022/23, and
estimates for 2023/24 have been used. Amendments to the capital programme have
been made to account for budgets carried forward and expenditure changes. The public
scrutiny and the audit of these capital projections provides additional confidence as to
the process.

Growth projections

Council commissioned growth projections in 2022 which show that Nelson’s population
is expected to grow by around 4,899 residents between 2024 and 2034 to a total
population of 60,837. The number of households is expected to increase by around
3,145 in the life of this LTP.

The increase in residential HUDs in the development contribution model is based on the
projected increase in households.

However, Council bases its financial forecasting for income from DCs based on the
funds received in previous years. This is because developments, and the income from
these, takes time to be realised, and Council needs to minimise the risk of income
being lower than forecast. If development is faster or slower than forecast then Council
can consider changing its capital work programme to match the rate of growth.
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Section 3: Assessment of Development Contributions

15. Assessment method

When Council receives an application for a resource consent, building consent or service

connection, it will:

1) test that the application represents a “development” (as defined under Section
197 of the LGA);

2) determine whether the development, alone or cumulatively with other
developments, has the effect of requiring new or additional assets of increased
capacity;

3) assess whether it has required or will require council, as a consequence, to incur
capital expenditure to provide for this.

If Council is satisfied that the legal requirements have been met, as outlined above,

and that a development contribution is required and provided for under this Policy, it

will then assess the level of contribution payable as follows:

Step One: Assess demand currently on the development site

In attributing units of demand to a particular development or type of development the

Council will identify the number of units of demand that existed on the site prior to the

development.

Step Two: Assess the post development demand

The number of HUDs post development can be quantified based on the size of the

development using the same method.

Step Three: Assess the additional demand

The additional demand is simply the difference between pre-development and post

development, quantified in HUDs for each activity.

Step Four: Calculating the Development Contribution to be charged

To calculate the contribution the number of additional HUDs is multiplied by the

standard contribution of each activity.
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APPENDIX - DISCLOSURE SCHEDULES AND SUPPORTING
INFORMATION
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Map 2 - Inner City Zone
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