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PS04-10/22 East Wanneroo Cells 1-9 Developer Contribution Arrangement
Annual Review of Costs (2022-2023)

File Ref: 5734V08 — 22/348676

Responsible Officer: Director Planning and Sustainability
Attachments: 21

Issue

To consider the 2022-2023 Annual Review of the Cell Costs for the East Wanneroo Cells 1-9
Development Contribution Plans.

Background

The City’s District Planning Scheme No. 2 (DPS 2) provides the statutory basis for the
administration and management of developer contributions, including general and specific
works delivered by the City using funds collected through the Developer Contributions Plans
(DCPs). The Cell Work expenditure may also include a component of other funding sources,
including municipal funding and State/Federal grants.

The East Wanneroo Cells include the areas of Wanneroo, Ashby, Tapping, Hocking, Pearsall,
Landsdale, Darch, Madeley and Wangara (refer Attachment 1). The provisions of DPS2
provide Council with the discretion to either increase, decrease or maintain the current
Infrastructure Cost Per Lot (ICPL) rates through the Annual Review process in accordance
with Clause 9.11.2 of DPS 2.

The Annual Reviews must have regard to the actual lots being produced in each cell since the
last review, actual expenditure, the remaining estimated Cell Works, remaining Estimated Lot
Yield (ELY) and any other factor the Council considers relevant.

The last Annual Review for Cells 1-9 was approved by Council on 7 December 2021 (PS03-
12/21), where the following ICPL rates and land valuations were approved for the 2021-2022
review period. The below ICPL rates and land valuation will remain current until such time as
Council adopts an annual review for the next period.

. Cell 1 - ICPL rate of $18,019 and Land Valuation of $1,870,000;
Cell 2 - ICPL rate of $24,880 and Land Valuation of $1,870,000;
Cell 3 - ICPL rate of $18,083 and Land Valuation of $1,880,000;
Cell 4 - ICPL rate of $23,328 and Land Valuation of $1,930,000;
Cell 5 - ICPL rate of $30,909 and Land Valuation of $2,010,000;
Cell 6 - ICPL rate of $24,678 and Land Valuation of $2,070,000;
Cell 7 - $11.12 per/m2 and Land Valuation of $2,140,000;

Cell 8 - $31.54 per/m2 and Land Valuation of $2,040,000; and

. Cell 9 - ICPL rate of $29,947 and Land Valuation of $2,010,000.

Various factors have been considered as part of the Annual Review, including the actual
contributions received, expenditure to date, revised estimates for remaining Cell Works, the
Internal Transactional Review findings and the operational and reporting requirements of State
Planning Policy 3.6 (SPP3.6). With consideration for these factors, Council is required to
determine whether adequate funds are likely to be obtained to complete the Cell Works and
consider increasing, decreasing or retaining the current ICPL.

Detail

The following provides a recommended position on each Cell based on the findings of the
Annual Review (refer Attachment 2-10).
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Land Valuation

In accordance with DPS 2, if it is necessary for any reason to ascertain the value of any land
within a contribution scheme area, then the City is required to appoint a valuation panel to
arrive at a consensus value, advertise the proposed value and refer submissions to the
Valuation Panel for comment. Accordingly, the City engaged a valuation panel and received
a consensus agreement on land value for each cell. The following table reflects the valuation
recommended by the valuation panel and the change in value since the last Annual Review.

Current Agreed Land Valuation Proposed Land Valuation Cha\‘;;?ja':::: nd
(2021-2022) $/ha (2022-2023) $/ha o
East Wanneroo
Cell CONSENSUS
CONSENSUS | CONSENSUS VALUE CONSENSUS VALUE PLUS Percentage
0,
VALUE PLUS 10% SOLATIUM VALUE 10% SOLATIUM Increase

1 (Ashby/Tapping) | $ 1,870,000 $ 2,057,000.00| $ 1,980,000  $2,178,000 6%

2 (Sinagra) $ 1870000 $ 2,057,000.00 | 1,980,000 (  $2,178,000 6%
3(Wanneroo) |$ 1,880,000 $ 2,068,000.00| 19800001 $2,178,000 5%

4 (Pearsall/Hocking)| $ 1,930,000 | $ 2,123,000.00| 2,040,000  $2,244,000 6%
5(Landsdale) | §  2010000] $ 2211,000.00] $ 2,170,000|  $2,387,000 8%

6 (Madeley/Darch) | $ 2,070,000 $ 2,277,000.00 2,200,000 $2,420,000 6%
7(Wangara) | $  2140000] $ 2,354,000.00| $ 2,450,000 | $2,695,000 14%
8(Wangara) | $  2040,000] $ 2,244,000.00| $ 2,250,000 $2,475,000 10%

9 (Landsdale) $ 2,010,000 | $ 2,211,000.00 $ 2,170,000 $2,387,000 8%

The recommended change to land values has been included into the Annual Review for each
of the Cells (1-9).

Cell 1 (Ashby/ Tapping)

The Cell is predominately developed with only 3% (94 lots @ ELY) estimated to be remaining.
Cell Works are predominately complete with exception of POS compensation of approximately
$1.9 million (plus estimated remaining administration costs of $96k). In June 2019, Council
agreed to return estimated excess funds to all landowners that paid contributions prior to June
2019 and Administration is nearing finalisation of these payments.

The Cell 1 DCP is now at an acceptable level of accuracy, where income and expenditure
amounts are generally in alignment. The detailed revised cost estimates for the remaining Cell
Works, including the salient aspects of the Annual Review are depicted in Attachment 2.
Recommendation - Administration recommends that the Cell 1 ICPL rate be retained at
$18,018.64 to ensure contribution rates are set at an appropriate level to ensure adequate
funds are received to complete the remaining Cell Works.

Cell 2 (Sinagra)

A large portion of Cell 2 is currently undeveloped with 42% remaining.
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Amendment 200 to DPS2 is currently with the WAPC for final approval and it is anticipated that
a decision will be made by the Minister for Planning by the end of the year to utilise a lower
ELY.

The Annual Review of costs reflects a minor increase in land value and road construction costs
for the Cell, resulting in a minor increase in the proposed ICPL rate from $24,880 be $26,805.

The detailed revised cost estimates for the remaining Cell Works, including the salient aspects
of the Annual Review are depicted in Attachment 3.

Recommendation - Administration is recommending that the current ICPL rate of $24,880 be
increased to $26,805 to reflect the findings of the Annual Review of costs and ensure that
adequate funds will be received to complete the remaining Cell Works.

Cell 3 (Wanneroo)
Cell 3 is predominately developed with only 9% of the land yet to be subdivided.

All POS areas have been acquired with the exception of a small area of Historic POS Credit
(credit for POS previously provided, which forms part of the 10% POS provision for the Cell).

The Dundebar Road widening and duplication project is the most significant remaining work
for this Cell and is currently scheduled for design and construction in between 2022 and 2025.
The proposed increase in the ICPL rate from $18,083 to 22,275 is required to reflect the
increase in acquisition and construction costs for Dundebar Road.

The detailed revised cost estimates for the remaining Cell Works, including the salient aspects
of the Annual Review are depicted in Attachment 4.

Recommendation - Administration is recommending an increase in the ICPL rate from $18,083
to 22,275 to ensure that adequate funds will be received.

Cell 4 (Hocking/ Pearsall)
Cell 4 is predominately developed with only 4% (200 lots) of the remaining land undeveloped.

There is a reduction in the estimated excess funds for this cell since the last annual from $9.5
million to $6.1 million at full development. Whilst excess funds are likely at full development,
the extent of these is dependent upon a number of factors, including the escalation of costs for
remaining works.

There are two significant land acquisitions yet be determined for this cell, including POS (Lots
1 and 8 Wanneroo Road) and Lenore Road Reserve (land) from Lot 3 Mary Street.

The annual review has reflected a significantly higher cost for land acquisition due to the
current claim for compensation (compulsory taking process for Lot 3 Mary Street). The amount
was included to reflect the additional amount that may be required, however it should be noted
that only the actual amount (when known) will be charged to the Cell and reflected in the next
annual review.

The detailed revised cost estimates for the remaining Cell Works, including the salient aspects
of the Annual Review are depicted in Attachment 5.

Recommendation - Administration is not recommending a return of excess funds until greater
certainty can be established on the final costs and remaining income. The current ICPL rate of
$23,328 is recommended to be retained to reflect the findings of the Annual Review of costs
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and to ensure that adequate funds will be received and retained to mitigate any potential cost
variations for remaining Cell Works.

Cell 5 (Landsdale - West)

This Cell is predominately developed with only 5% (estimated 151 lots) remaining land
undeveloped.

The remaining historic POS payments are likely to be finalised in the 2022-2023 financial year
period, which will complete the remaining Cell Works for Cell 5.

The revised cost estimates for the remaining Cell Works, including the salient aspects of the
Annual Review are depicted in Attachment 6.

Recommendation - The current ICPL rate of $30,909 is recommended to be retained to reflect
the findings of the Annual Review and to ensure adequate funds received, prior to finalisation
of the Cell.

Cell 6 (Madeley/Darch)
This cell is predominately developed with only 10% remaining (estimated 536 lots).

The timing for the acquisition of a 4.8 hectare future POS site will occur in due course and
represents the most significant remaining Cell Work ($11.6 million) and the remaining historic
POS payments ($1.05 million) are likely to be finalised in the 2022-2023 financial year period.

The remaining capital works relate to the realignment of Gnangara Road (shared 50% with
Cell 7), and relates to the section between Hartman Drive and Wanneroo Road. The total
estimated excess funds of $14.8 million, includes the remaining estimated (outstanding)
contributions of $13 million predominately from the Driver Road Landfill Site (Parcel Property),
which is pending geotechnical and environmental clearances. The City will need to finalise the
remaining Cell Works and secure arrangements with the remaining landowners for the
outstanding contributions before a return of the estimated excess funds be considered.

The revised cost estimates for the remaining Cell Works, including the salient aspects of the
Annual Review are depicted in Attachment 7.

Recommendation - Administration is not recommending a return of excess funds until greater
certainty can be established on the final costs and remaining income. The current ICPL rate of
$24,678 is recommended to be retained to reflect the findings of the Annual Review of costs
and ensure that adequate funds will be received (and potential excess funds reconciled) to
ensure all landowners contribute prior to finalisation of the Cell.

Cell 7 (Wangara Industrial - West)
This cell is significantly developed with only 27% remaining (27 hectares remaining).

The remaining capital works primarily relate to the realignment of Ghnangara Road (shared 50%
with Cell 6), which includes one major land acquisition to be completed to facilitate the
construction of Gnangara Road between Hartman Drive and Wanneroo Road. Administration
is currently in discussions with the landowner to progress the acquisition in a timely manner.

There has been a minor reduction in the contribution rate from $11.12 to $9.81 per square
metre, which is mainly due to a slightly lower Gnangara Road construction cost estimate from
approximately $4.3 million to $4.0 million (50% share of total cost). This reduction is a result of
a detailed review of the cost elements by Administration, which applied the proper
interpretation of Cell Works to the detailed schedule of works. In addition, a future drainage
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sump along Hartman Drive has been deleted and the drainage requirements accommodated
within an existing sump, thereby reducing the costs by approximately $230,000.

The revised cost estimates for the remaining Cell Works, including the salient aspects of the
Annual Review are depicted in Attachment 8.

Recommendation - The Cell contribution rate be reduced from $11.12 to $9.81 per square
metre to reflect the findings of the annual review.

Cell 8 (Wangara Industrial — East)
This cell is significantly developed with only 20% remaining (38 hectares remaining).

The remaining capital works relate to the upgrade and construction of Gnangara Road
(Hartman to Mirrabooka). There are several land acquisitions to be completed to facilitate the
construction of this section and Administration is currently in discussions with several
landowners to progress the acquisition in a timely manner.

Gnangara Road construction costs were previously based on a dual carriageway, however a
dual carriageway is not required until 2041, and as such (on the grounds of need and nexus)
the cost estimate has now been reduced to reflect a single carriageway construction cost.

The revised cost estimates for the remaining Cell Works, including the salient aspects of the
Annual Review are depicted in Attachment 9.

Recommendation - The Cell contribution rate be reduced from $31.54 to $25.51 per square
metre to reflect the findings from the annual review.

Cell 9 (Landsdale — East)
This Cell is predominately developed with only 12% remaining (309 lots estimated remaining).

The Cell has over $25 million in remaining expenditure, including POS acquisition and
development of a new community facility building (land and building).

In the previous annual review a potential excess in funds was identified to occur at full
development of the Cell. The estimated excess was based on future estimated income being
received and the cost of completing the Cell Works being fixed. An estimated excess of $4.6
million was identified last year, however this has reduced to a potential excess of $2.9 million.
The reduction is due to an increase in construction costs for the remaining Cell Works. The
potential excess is also dependent upon a further $9.2 million in contributions being received
from remaining landowners, and as such, excess funds do not currently exist in this Cell and
any potential excess funds will be subject to variations in remaining costs and estimated
income.

The revised cost estimates for the remaining Cell Works, including the salient aspects of the
Annual Review are depicted in Attachment 10.

Recommendation — The ICPL rate of $29,947 should be retained to reflect the findings of the
Annual Review and ensure that adequate funds will be received.

Internal Transactional Review

The City has previously completed and reported on the Internal Transactional Review findings
as part of the Annual Review process. The review analysed all project expenditure to ensure
the costs charged were consistent with the proper interpretation of Cell Works as defined by
DPS 2. At this time, the review excluded some expenditure items that should potentially be
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charged to some Cell accounts due to lack of information. Administration has now reviewed
the outstanding items by scrutinising individual project task numbers and descriptions. The
Internal Transactional Review is now recommending that the following cost elements be
recouped from the relevant Cell accounts, plus interest (refer Attachment 11 for details):

. Minor cost elements previously excluded from (PR1768) — Hepburn Ave dual
carriageway from Motivation Dr to Alexander Dr to Cells 5, 6 and 9 ($21,286.48).

. Cost elements (such as additional kerbing) that were previously excluded from (PR1067)
- Dual Carriageway from Ocean Reef Road to Motivation Dr to Cells 7 and 8
($108,137.31)

° Minor cost elements previously excluded from (PR1066) - Alexander Drive Dual
Carriageway to Cell 9 ($2,419.14)

The Internal Transactional Review still has one matter remaining, which relates to Cell Works
that were prefunded by developers. In this regard, additional works may have been funded by
subdividers that were not reimbursed from the Cell account under the proper interpretation of
Cell Works. This aspect will be further investigated and included into the next annual review
process.

Gnangara Road Realignment and Construction (Wanneroo Road to Mirrabooka Avenue)

° In December 2021, Council adopted the Capital Expenditure Plans (CEP) for the relevant
Cells, which refers to the construction for Gnangara Road (western section) by 2028 and
Gnangara Road (east) by 2026. In March 2022 (report AS01-03/22), Council approved
a revised construction schedule, which refers to a dual carriageway not being required
until 2031 (west section) and 2041 (eastern section). The extended timeframes were
based on traffic modelling and included a range of options relating to timing and scope
of the required works.

With regard to the above, the DCP funding needs to consider the extent of works that
can be reasonably charged to Cell 8 in accordance with principle of need and nexus.
This is particularly relevant given the dual carriageway works for the eastern section will
now not be required until 2041, which is 10 years after the anticipated operational period
of Cell 8 (2031). The construction cost estimates in the annual review have been revised
to reflect only a single carriageway cost estimate for Cell 8 (eastern section of Gnangara
Road). This has resulted in a reduction in the cost estimate for this section of road, as
reflected in the annual review. The CEP has also been revised to reflect a construction
date by 2031 for the first carriageway, with the second carriageway listed in the LTFP for
2041.

. Administration has prepared a revised design for the eastern section of Gnangara Road,
which includes additional road widening areas (refer Attachment 12). The additional
areas have been included into the revised cost estimates for Cell 8. It is noted that the
Cell 8 DCP is still responsible (under DPS2) to acquire all the land, earthworks and
service relocation costs required to accommodate a dual carriage, as shown in the land
requirement plan.

. Administration has identified that the MRS Reservations (east and west sections) do not
reflect the land requirements or the latest design plans for Gnangara Road. This has
occurred due to the ongoing revision of the road designs and associated land
requirements over the last 20 years. To reconcile the MRS with the actual land
requirements, it is recommended that Council request the Minister for Planning to reflect
the revised land requirement plans for Gnangara Road in a future Omnibus Amendment
to the MRS.
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Outstanding Developer Balances

The East Wanneroo Cost sharing arrangements date back over 25 years. Financial
transactions associated with land contributions are recorded within the City’s financial
accounting systems as income and expenditure; and within the DCP financial record system,
which contains detailed subdivision information on contributing landowners.

Developer Balances were noted and included in the Annual Reviews in 2019 and were reported
to Council. The balances related to over 40 landowner transactions (all prior to 2006), where
a particular landowner has either a surplus or shortfall in contributions. On 7 December 2021
Council (report PS02-12/21) approved a range of actions to finalise the outstanding balances,
including:

° Return $228,500 (plus interest) from the relevant DCP accounts to those landowners
defined in Attachment 1 that paid more than the required contribution;

. Retain balances of $648,799 within Cells 3, 4, 5 and 6 pending closure, at which time
the outstanding balance shall be offset against the landowner’s return of excess funds;
and

. Utilise the East Wanneroo Cell 5 ICPL contribution rate approved by the Minister of
Planning to reconcile the outstanding balance of $320,298.

In relation to the above actions, Administration has contacted all landowners entitled to a return
and is progressively making the returns, subject to verification and validation of entitiement.
Retained balances are now being accrued in the DCP financial system and will be offset
against the landowners excess returns upon finalisation of the Cell; and the Cell 5 balances
has now been reconciled by using the Ministers appeal determination values for the relevant
landowners.

Historic POS Payments

At the meeting of Council on 7 December 2021 (PS01-12/21), Council resolved to pay
landowners (subject to verification of land ownership) the remaining Historic POS Credits for
the East Wanneroo Cells 1, 3, 5 and 6. The historic POS credit would normally be offset against
a landowner’s contributions towards the required infrastructure at the time of subdivision,
however Council has now approved the finalisation of the credits to be made as a payment;
rather than awaiting the landowner to subdivide. The purpose of the payment is to prioritise
and where possible finalise the outstanding Cell Works obligations, which will enable the City
to progress the timely closure of each cell.

Administration has contacted relevant landowners and the majority of entitled landowners have
entered into agreements with the City to receive payment for the historic POS credit. The City
will continue to liaise with landowners and it is anticipated that all payments will be finalised
within the 2022-2023 financial year period. All payments for historic POS made prior to 30 June
2022 are included in the audited expenditure to date and any remaining payments identified in
the annual review as a remaining expenditure in the Cell Work Cost.

State Planning Policy 3.6 Annual Status Report

SPP 3.6 requires the City to apply additional monitoring and reporting requirements, including
an annual status report. An annual status reports is prepared by the City for each DCP and
provides an overview of the progress on the delivery of infrastructure specified in the DCP.
Specifically, the status report is required to include:

. The timing and estimated percentage delivery of an infrastructure item against that stated

in the DCP, arising from review of the local government’s Capital Expenditure Plan.
° The financial position of the DCP, including interest that has been accrued; and
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° A summary of the review of the estimated costs in the CAS, including any changes in
funding and revenue sources, and any relevant indexation.

The City commenced publishing of annual status reports in 2021, which are prepared and
published as soon as possible after the final adoption of the annual review.

The status report reflects the progress of the infrastructure provision against the Capital
Expenditure Plan (CEP), which now forms part of the Annual Review requirements for each
Cell. This enables reporting to occur in relation to the delivery timeframes of the infrastructure
against those defined in the DCP.

The CEP reflects the City’s Capital Works programme and Long Term Financial Plan, which
includes reasonable assumptions on the timing for landowner development.

Auditing

To support the Annual Review, William Buck was engaged to perform audits to ensure the
accuracies of the calculated ICPL rates. The relevant audit reports were finalised and delivered
to the City in August 2022. The audit reports are set out in Attachments 13 to 21.

Consultation

DPS 2 requires the proposed land values to be advertised for a period of 28 days and the
revision of Cell Costs for a period of 42 days respectively. Advertising will be carried out by
means of advertisements in newspapers, letters sent to affected landowners and on the City’s
website.

Comment

The purpose of the annual DCP review process is to ensure that sufficient funds continue to
be collected from developing landowners to meet the cost of delivering the infrastructure by
the DCP.

Based on the interpretation and approach outlined in the Detail section of this report, it is
recommended that Council notes the background, process, timing and recommendations,
including the Annual Review of all cells as follows:

Cell 1 - ICPL rate of $18,019 and Land Valuation of $1,980,000;

Cell 2 - ICPL rate of $26,805 and Land Valuation of $1,980,000;

Cell 3 - ICPL rate of $22,275 and Land Valuation of $1,980,000;

Cell 4 - ICPL rate of $23,328 and Land Valuation of $2,040,000;

Cell 5 - ICPL rate of $30,909 and Land Valuation of $2,170,000;

Cell 6 - ICPL rate of $24,678 and Land Valuation of $2,200,000;

Cell 7 - Contribution rate of $9.81 per/m2 and Land Valuation of $2,450,000;

Cell 8 - Contribution rate of $25.51 per/m2 and Land Valuation of $2,250,000; and
Cell 9 - ICPL rate of $29,947 and Land Valuation of $2,170,000.

The audit reports (refer Attachments 13-21) have confirmed that the adjusted contribution
rates associated with Cells 2, 3, 7 and 8 are fairly stated and in compliance with DPS 2.

The Audit findings for Cells 1, 4, 5, 6 and 9 reflect a low or negative contribution rate, which is
a consequence of the potential excess funds in these Cells. Given these cells are
predominately developed, Council has previously determined that the ICPL rates should be
retained at the current rate pending finalisation of the remaining Cell Works; and the collection
of outstanding contributions from remaining landowners.
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Administration is prioritising the completion of the remaining Cell Works and will make
recommendations to Council on closing a cell, including a methodology to secure remaining
contributions from landowners yet to contribute and reconciling the cell accounts in accordance
with the requirements of DPS2 (e.g. return of any excess funds). This is the same approach
that was agreed in the previous years Annual Review.

It should also be noted that potential excess funds do not currently exist in most cells and are
dependent upon the collection of outstanding contributions from the remaining landowners.
Further, as these Cells have outstanding Cell Works, there is a risk that the remaining costs
could increase or remaining income not be received.

Upon completion of the Cell Works and arrangements made with the remaining landowners to
secure their contributions, the City will initiate closure of the Cells and return of any excess
funds to contributing landowners in accordance with the requirements of DPS2. In this regard,
it should be noted that in accordance with the provisions in DPS2, excess funds in a Cell are
not required to be returned until all the land in the Cell has been developed and contributions
received.

Statutory Compliance

In line with DPS 2, the completion of the Annual Review as outlined in this report will satisfy
the City’s statutory obligations to complete Annual Reviews for the 2022/2023 financial year.

External auditing of the DCP accounts has been completed and the City complies with the
provisions of the Local Government (Financial Management) Regulations 1996.

Strategic Implications

The proposal aligns with the following objective within the Strategic Community Plan 2021 —
2031:

5 ~ A well planned, safe and resilient City that is easy to travel around and provides a
connection between people and places

5.1 - Develop to meet current need and future growth

Risk Management Considerations

Risk Title Risk Rating

ST-G09 Long Term Financial Plan Moderate
Accountability Action Planning Option
Director Corporate Strategy & Performance | Manage

Risk Title Risk Rating

ST-S23 Stakeholder Relationships Moderate
Accountability Action Planning Option
CEO Manage

The above risks relating to the issue contained within this report have been identified and
considered within the City’s Strategic Risk Registers. The Annual review of the DCP will assist
in addressing the impacts of the strategic risk relating to Long Term Financial Planning as it
will ensure that appropriate budget monitoring, timing and provisions are considered. In
addition, the strategic risk relating to Stakeholder Relationships will apply as a key element in
the DCP review process to maintain effective engagement with relevant stakeholders.

Policy Implications

Nil
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Financial Implications

The East Wanneroo Cell 1-9 developer contribution arrangements are subject to an Annual
Review process to ensure that the cost contribution amount is correctly set to ensure the
collection of sufficient funds to cover the cost of infrastructure items.

To support the Annual Review (Cells 1-9), William Buck was engaged to perform audit to
ensure the accuracies of the calculated ICPL rate. The relevant audit reports were finalised
and delivered to the City in August 2022 (refer Attachments 13 to 21).

As supported by the Audit, Administration has reviewed the City’s position in relation to DCPs
and recommends that some infrastructure which has previously been funded through City’s
municipal accounts can now be funded by the relevant DCP account, resulting in $199,142.78
(including interest) of municipal recoupment for the 2021-2022 financial year (refer
Attachment 11).

Subiject to the agreement of Council to the recommendations of the Audit and the revision of
costs, it may be necessary for Administration to make adjustments to the Long Term Financial
Plan to reflect the revised DCP funding allocations.

Voting Requirements
Simple Majority
Recommendation

That Council, as recommended to by the Audit and Risk Committee:-

1. NOTES the outcome of the 2022/23 Annual Review of Cells 1 to 9 as depicted in
Attachment 2 to 10;

2. ADVERTISES the Revised Cost Estimates and the Estimated Infrastructure Cost
Per Lot for the East Wanneroo Cell 1-9 for a period of 42 days in accordance with
District Planning Scheme No. 2, as depicted in Attachments 2-10 and depicted
below:

a) Cell1-ICPL rate of $18,019 and Land Valuation of $1,980,000;
b) Cell 2 - ICPL rate of $26,805 and Land Valuation of $1,980,000;
c) Cell 3 -ICPL rate of $22,275 and Land Valuation of $1,980,000;
d) Cell 4 -ICPL rate of $23,328 and Land Valuation of $2,040,000;
e) Cell 5-ICPL rate of $30,909 and Land Valuation of $2,170,000;
f) Cell 6 - ICPL rate of $24,678 and Land Valuation of $2,200,000;
g) Cell 7 - Contribution rate of $9.81 per/m2 and Land Valuation of $2,450,000;

h) Cell 8 - Contribution rate of $25.51 per/m2 and Land Valuation of $2,250,000;
and

i) Cell 9 - ICPL rate of $29,947 and Land Valuation of $2,170,000.

3. ADVERTISES the revised average englobo values (including solatium) per hectare
for the East Wanneroo Cell 1-9 for a period of 28 days in accordance with District
Planning Scheme No. 2.

4. REQUEST the Minister for Planning to include the revised Gnangara Road Land
Requirement Plans as depicted in Attachment 12 into an MRS Omnibus
Amendment.
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5. NOTES that DCP Status Reports will be prepared and published on the City’s
website upon final approval of the Annual Reviews to comply with the operational
requirements of State Planning Policy 3.6; and

6. NOTES the findings of the 2022/23 Annual Review’s Internal Transactional Review
for Cells 1-9 as corrected for the Cells for the 2021/2022 financial year to action the
municipal recoupment of $199,142.78 (including interest) from the relevant East
Wanneroo Cell accounts, as depicted in Attachment 11.

Attachments:

1. Attachment 1 - Cells 1-9 Consolidated Location Plan 19/162679
2l . Attachment 2 - Cell 1 Income & Expenditure (2022-2023) 22/321631
3. Attachment 3 - Cell 2 Income & Expenditure (2022-2023) 22/321634
40 . Attachment 4 - Cell 3 Income & Expenditure (2022-2023) 22/330578
50 . Attachment 5 - Cell 4 Income and Expenditure (2022-2023) 22/321637
6l . Attachment 6 - Cell 5 Income and Expenditure (2022-2023) 22/321639
70 . Attachment 7 - Cell 6 Income & Expenditure (2022-2023) 22/321642
8l . Attachment 8 - Cell 7 Income & Expenditure (2022-2023) 22/321643
9l . Attachment 9 - Cell 8 Income & Expenditure (2022-2023) 22/321645
70ll.  Attachment 10 - Cell 9 Income & Expenditure (2022-2023) 22/321648
110 . Attachment 11 - Internal Transactional Review Findings 22/356271
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Cell 1 - Salient Issues (Ashby/ Tapping)

The Cell is predominately developed with only 3% (94 lots @ ELY) estimated to be remaining.

The City has completed all construction works and the only outstanding expenditure relates to POS compensation of approximately $1.9
million (plus estimated remaining administration costs of $96k).

Only two remaining landowners are affected by POS compensation, which consists of a historic POS credit of approximately $590k (credit
for POS previously provided and forms part of the Cell 1 POS provision) and a POS acquisition of 6,060 m2 with an estimated acquisition
value of $1,319,858 (subject to adoption of the revised land valuation).

In June 2019, Council identified that an estimated excess of contributions would occur at full development of Cell 1 ($26,772,872) and
agreed to return a portion (88%) of the estimated excess funds to all landowners that paid contributions prior to June 2019. Landowners
that contributed after this date received a benefit through a reduced contribution rate. In February 2022, Council resolved to return the
remaining portion of the estimated excess funds (12%) and Administration is now finalising these payments, subject to the completion of
an acceptance and acknowledgement agreement and landowner verification of identity and entitlement check.

The Cell 1 DCP is now at an acceptable level of accuracy, where income and expenditure amounts are generally in alignment. In this
regard, the Cell 1 balance (as at June 2022) was $1,864,442 and the remaining expenditure is estimated to be $1,910,304.

There is an estimated remaining income of approx. $1,675,767 for Cell 1 based on the ELY. Upon completion of the remaining Cell Work
and reconciling of the accounts, any additional excess funds will be returned to the landowners as part of the closure of the cell. The
finalisation and closure will also require the City to secure any remaining contribution payments from landowners that are yet to subdivide
their property.

The Annual Review includes updated financial transactions incurred since the last Annual Review for the period between 1 July 2021 and
30 June 2022.

The detailed revised cost estimates for the remaining Cell Works are depicted in Attachment 2.

Recommendation - Administration recommends that the Cell 1 ICPL rate be retained at $18,018.64 to ensure contribution rates are set at an
appropriate level to ensure adequate funds are received to complete the remaining Cell Works.
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Cell 2 - Salient Issues (Sinagra)

e Alarge portion of Cell 2 is currently undeveloped with 42% remaining. This is mainly due to the Ingham’s Poultry Farm Buffer (applied through
the Cell 2 Agreed Structure Plan), which sterilised land within 500 metres of the poultry operation from being subdivided or developed for
residential use.

e An amendment to the Agreed Structure was lodged on behalf of Stockland to formally remove the buffer (Amendment 19 to ASP 3), which
was approved by the WAPC on 13 May 2022.

e |t is anticipated that Cell 2 will develop rapidly in the coming years due to the removal of the Poultry Farm Buffer and due to most major
landholdings having obtained subdivision approval from the WAPC.

e The City recently received an application to amend DPS2 (Amendment 200) to introduce a higher estimated lot yield from 9 lots per hectare
to 15 lots per hectare for Cell 2. The estimated lot yield forms the basis for the calculation of the Infrastructure Contribution Rate (ICPL) for
this Cell. At the meeting of Council on 14 June 2022 (PS01/06/22), Council considered pubic submissions and resolved to support the
amendment. The amendment is currently with the WAPC for final approval and it is anticipated that a decision will be made by the Minister
for Planning by the end of the year. Consideration for the higher ELY and associated contribution rates will occur upon final approval of
Amendment 200. In this regard, Council will need to consider a reduced contribution rate for remaining landowners and a potential return of
funds to previous contributors that paid on a contribution rate that was calculated using the lower ELY.

e The Annual Review includes updated financial transactions incurred since the last Annual Review for the period between 1 July 2021 and 30
June 2022.

e The Annual Review of costs reflects a minor increase in land value and road construction costs. The cost factors translate into an increase in
the remaining Cell Works costs from $31,865,748 to $33,977,678.

e The detailed revised cost estimates for the remaining Cell Works are depicted in Attachment 3.

Recommendation - Administration is recommending that the current ICPL rate of $24,880 be increased to $26,805 to reflect the findings of the
Annual Review of costs and ensure that adequate funds will be received to complete the remaining Cell Works.
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Cell 3- Salient Issues (Wanneroo)

e Cell 3 is predominately developed with only 9% of the land yet to be subdivided.

e All POS areas have been acquired with the exception of a small area of Historic POS Credit (credit for POS previously provided, which forms
part of the 10% PQOS provision for the Cell). The City is currently liaising with the affected landowners to make payment. On 30 June 2022
there was one outstanding payment that is reflected in the Cell 3 annual review as remaining POS expenditure.

e The Dundebar Road widening and duplication project is the most significant remaining cost for this Cell, which is currently scheduled for
design and construction in between 2022 and 2025. However, the construction of this road will be dependent upon land acquisition from the
northern side of Dundebar Road, which was recently zoned Urban Deferred in the Metropolitan Region Scheme. In this regard, Cell 3 has a
50% obligation towards the acquisition and construction of the abutting section of Dundebar Road with the additional funding to be obtained
through the implementation of a new DCP associated with the East Wanneroo District Structure Plan for the land on the northern side of
Dundebar Road. It may be necessary for the City to seek contributions from these landowners through conditions of subdivision or other
arrangement if a DCP has not been prepared. Alternatively, the City could consider pre-funding the costs (currently estimated at $1.5 million
for land and construction) and seek reimbursement from the Urban Deferred landowners for this work in the future.

e The Annual Review includes updated financial transactions incurred since the last Annual Review for the period between 1 July 2021 and 30
June 2022

e The detailed revised cost estimates for the remaining Cell Works are depicted in Attachment 4.

Recommendation - Administration is recommending an increase in the ICPL rate from $18,083 to 22,275 to reflect the findings of the Annual
Review of costs and ensure that adequate funds will be received.
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Cell 4 Salient Issues (Hocking/ Pearsall)

e Cell 4 is predominately developed with only 4% (200 lots) of the remaining land undeveloped.

e There is a significant reduction in the estimated excess funds for this cell since the last annual from $9.5 million to $6.1 million at full
development. Whilst excess funds are likely at full development, the extent of these is dependent upon a number of factors, including the
escalation of costs for remaining works.

e There a two significant land acquisitions yet be determined for this cell, including POS (Lots 1 and 8 Wanneroo Road) and Lenore Road
Reserve (land) from Lot 3 Mary Street. Lots 1 and 8 were compulsorily acquired by MRWA as part of the regional road acquisition for the
intersection of Ocean Reef Road/Wanneroo Road. The MRWA is yet to advise the City of the final costs associated with this acquisition and
therefore the assessed value, plus 20% has been utilised for this estimated cost until the value has been finalised and agreed. The acquisition
for Lenore Road is occurring under the Land Administration Act 1997 (legal process for acquisition). There is a significant risk of variation to
these estimated acquisition costs. In this regard, the acquisition value will be determined by negotiation or court proceedings and is not limited
by the land valuation approved in the Annual Review process. The compensation and legal costs can be higher and the timeframe for
resolution of the final costs protracted.

e The annual review has reflected a significantly higher cost for land acquisition due to the current claim for compensation (compulsory taking
process for Lot 3 Mary Street). The revised amount is approximately $2.6 million higher than that previously included and reflects the remaining
claim amount, as advised by the City’s solicitors (Castledine Gregory). The amount was included to reflect the additional amount that may be
required, however it should be noted that only the actual amount (when known) will be charged to the Cell and reflected in the next annual
review.

e The Annual Review includes updated financial transactions incurred since the last Annual Review for the period between 1 July 2021 and 30
June 2022

e The detailed revised cost estimates for the remaining Cell Works are depicted in Attachment 5.

Recommendation - Administration is not recommending a return of excess funds until greater certainty can be established on the final costs and
remaining income. The current ICPL rate of $23,328 is recommended to be retained to reflect the findings of the Annual Review of costs and to
ensure that adequate funds will be received and retained to mitigate any potential cost variations for remaining Cell Works.
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Cell 5 - Salient Issues (Landsdale - West)

This cell is predominately developed with only 5% (estimated 151 lots) remaining land undeveloped.

Excess funds are likely at full development, the extent of the excess is dependent upon the final costs associated with the remaining payments
for Historic POS and receipt of remaining contributions from remaining landholdings.

The remaining historic POS payments are likely to be finalised in the 2022-2023 financial year period, which will complete the remaining Cell
Works for Cell 5.

The total estimated excess funds of $7.7 million, includes the remaining estimated (outstanding) contributions of $4.7 million. These
contributions are yet to be received and cannot be included into any potential return of excess funds. The City will need to pursue and secure
arrangements with the remaining landowners for the remaining contributions before a return of the estimated excess funds can be progressed.
The Annual Review includes updated financial transactions incurred since the last Annual Review for the period between 1 July 2021 and 30
June 2022

The revised cost estimates for the remaining Cell Works are depicted in Attachment 6.

Recommendation - Administration is not recommending a return of excess funds until the remaining Cell Works have been completed and greater
certainty can be established for the remaining income. The current ICPL rate of $30,909 is recommended to be retained to reflect the findings of
the Annual Review and to ensure adequate funds received (and potential excess funds reconciled) to ensure all landowners contribute prior to
finalisation of the Cell.

PS04-10/22 — Attachment 6



CITY OF WANNEROO AGENDA OF ORDINARY COUNCIL MEETING 11 OCTOBER, 2022 150

PS04-10/22 — Attachment 7



CITY OF WANNEROO AGENDA OF ORDINARY COUNCIL MEETING 11 OCTOBER, 2022 151

PS04-10/22 — Attachment 7



CITY OF WANNEROO AGENDA OF ORDINARY COUNCIL MEETING 11 OCTOBER, 2022 152

PS04-10/22 — Attachment 7



CITY OF WANNEROO AGENDA OF ORDINARY COUNCIL MEETING 11 OCTOBER, 2022 153

Cell 6 - Salient Issues (Madeley/Darch)

e This cell is predominately developed with only 10% remaining (estimated 536 lots).

e The Darch landfill precinct, Kingsway Caravan Park and Landsdale Plant Nursery are the largest remaining landholdings in this Cell.

e The Kingsway Caravan Park and Landsdale Plant Nursery are ongoing historical land uses and Landfill Precinct is being remediated and
progressively subdivided in accordance with conditions imposed by DWER as part of the subdivision process

e Greater certainty in relation to future income is required due to the existence of the historical land uses.

e The timing for the acquisition of a 4.8 hectare future POS site will occur in due course represents the most significant remaining Cell Work
($11.6 million).

e The remaining historic POS payments ($1.05 million) are likely to be finalised in the 2022-2023 financial year period.

e The remaining capital works relate to the realignment of Gnangara Road (shared 50% with Cell 7), which has one remaining land acquisition
to be completed to facilitate the construction of this section road (between Hartman Drive and Wanneroo Road) by 2031. Also refer the
Gnangara Road heading in this section of the report.

e The total estimated excess funds of $14.8 million, includes the remaining estimated (outstanding) contributions of $13 million. These
contributions are yet to be received and relate to landholdings that currently have operational land uses (historic) and therefore cannot be
included into any potential return of excess funds. The City will need to finalise the remaining Cell Works and secure arrangements with the
remaining landowners for the outstanding contributions before a return of the estimated excess funds can be considered.

e The Annual Review includes updated financial transactions incurred since the last Annual Review for the period between 1 July 2021 and 30
June 2022.

e The Annual Review for Cell 6 is included as Attachment 7.

Recommendation - Administration is not recommending a return of excess funds until greater certainty can be established on the final costs and
remaining income. The current ICPL rate of $24,678 is recommended to be retained to reflect the findings of the Annual Review of costs and
ensure that adequate funds will be received (and potential excess funds reconciled) to ensure all landowners contribute prior to finalisation of the
Cell.
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Cell 7 - Salient Issues (Wangara Industrial - West)

e This cell is significantly developed with only 27% remaining (27 hectares remaining).

e The remaining capital works relate to the realignment of Gnangara Road (shared 50% with Cell 6).

e There is one major remaining land acquisition to be completed to facilitate the construction of a section road (between Hartman Drive and
Wanneroo Road) by 2031. Administration is currently in discussions with the landowner to progress the acquisition in a timely manner.

e There has been a minor reduction in the contribution rate due to a reduction in the remaining estimated costs for Gnangara Road, due to a
further refinement of the construction cost estimates.

e The Annual Review includes updated financial transactions incurred since the last Annual Review for the period between 1 July 2021 and 30
June 2022.

e The Annual Review for Cell 7 is included in Attachment 8.

Recommendation - The Cell contribution rate be reduced from $11.12 to $9.73 per square metre to reflect the findings of the annual review.
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Cell 8 - Salient Issues (Wangara Industrial — East)

e This cell is significantly developed with only 20% remaining (38 hectares remaining).

¢ The remaining capital works relate to the upgrade and construction of Gnangara Road (Hartman to Mirrabooka).

e There are land acquisitions to be completed to facilitate the construction of this section road (between Hartman Drive and Mirrabooka Avenue)
by 2031. Administration is currently in discussions with several landowners to progress the acquisition in a timely manner.

e Areduction in the contribution rate from $31.54 to $25.51 per/m2 is primarily associated with a decrease in the estimated cost for the remaining
Cell Works, and in particular, the construction costs for the eastern section of Gnangara Road. In this regard, the City has previously applied
costs associated with a dual carriageway, however, a recent traffic analysis has indicated that the duplication will not be required until 2041.
Administration has therefore reviewed the allocation of the cost to the Cell based on need and nexus (as required by SPP3.6) which resulted
in only single carriageway construction costs being applied (full earthworks, service relocation and a single carriageway pavement etc).

e The Annual Review includes updated financial transactions incurred since the last Annual Review for the period between 1 July 2021 and 30
June 2022.

e The Annual Review of the Cell is included in Attachment 9.

Recommendation - The Cell contribution rate be reduced from $31.54 to $25.51 per square metre to reflect the findings from the annual review.
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Cell 9 (Landsdale - East)

This Cell is predominately developed with only 12% remaining (309 lots).

The Cell has over $25 million in remaining expenditure, including POS acquisition and development of a new community facility building (land
and building).

In the previous annual review a potential excess in funds was identified to occur at full development of the Cell. The estimated excess was
based on future estimated income being received and the cost of completing the Cell Works being fixed (which cannot be guaranteed).

In this Cell, contribution rates have been retained at $29,947 pending completion of the works and reconciling of all income and expenditure.
In this regard, an estimated excess of $4.6 million was identified last year, however this has reduced to a potential excess of $2.9 million. The
reduction is due to a significant escalation in construction costs for the remaining Cell Works. The potential excess is also dependent upon a
further $9.2 million in contributions being received from remaining landowners.

The Annual Review includes updated financial transactions incurred since the last Annual Review for the period between 1 July 2021 and 30
June 2022

The Annual Review for this Cell is included in Attachment 10.

Recommendation - Administration is not recommending a return of excess funds until greater certainty can be established on the final costs and
that the current ICPL rate of $29,947 should be retained to reflect the findings of the Annual Review and ensure that adequate funds will be
received.
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