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SUMMARY 

The heritage floor space scheme is an important feature of the planning controls for central 
Sydney and has been operating since the early 1970s. It provides a source of funding to 
undertake approved conservation and restoration works and compensates owners of 
heritage buildings for unrealisable development potential by allowing for the award of 
heritage floor space. This heritage floor space may then be sold to developers who, as a 
condition of using additional floor space, are required to allocate heritage floor space to 
their development site. The scheme has contributed to the conservation and restoration of 
79 buildings. 

Stemming from unprecedented demand for heritage floor space created by strong 
development activity in central Sydney, the City progressed amendments to the heritage 
floor space scheme in both 2015 and 2016. This report now recommends further 
amendments to ensure the continued efficient operation of the scheme. These include 
amendments to controls in Sydney Local Environmental Plan 2012, Sydney Development 
Control Plan 2012 and the Alternative Heritage Floor Space Allocation Scheme. 

The planning proposal at Attachment A seeks to introduce provisions under which 
alterations and additions to existing buildings resulting in less than 100 square metres of 
new gross floor area will not be required to purchase heritage floor space. The threshold 
will ensure that minor works with minimal impacts, such as infilling of stair voids and 
enclosing balconies to create winter gardens, are not unduly delayed. This will support 
business in central Sydney by allowing building owners to better respond to minor changes 
to tenant requirements and business needs. 

The draft Development Control Plan (DCP) amendment, at Attachment B, and the 
proposed amendments to the Alternative Heritage Floor Space Allocation Scheme, at 
Attachment C, address procedural issues and will promote more transparent and efficient 
operation of the scheme. These proposed changes relate to the disclosure of prices for 
sales of heritage floor space and clarification of some procedural aspects of the Alternative 
Heritage Floor Space Allocation Scheme. 

Subject to Central Sydney Planning Committee approval and receipt of a Gateway 
Determination, the planning proposal, draft DCP amendment and amendments to the 
Alternative Heritage Floor Space Allocation Scheme will be publicly exhibited. The 
outcomes of the exhibition, along with the final controls, will be reported back to the Central 
Sydney Planning Committee for final approval and noting. 

 



CENTRAL SYDNEY PLANNING COMMITTEE 23 MARCH 2017

 

HERITAGE FLOOR SPACE: AMENDMENTS TO SYDNEY LOCAL ENVIRONMENTAL PLAN 2012, SYDNEY DEVELOPMENT CONTROL PLAN 
2012 AND THE ALTERNATIVE HERITAGE FLOOR SPACE ALLOCATION SCHEME 

16241403 

 

RECOMMENDATION 

It is resolved that: 

(A) the Central Sydney Planning Committee approve Planning Proposal: Heritage Floor 
Space - Amendments to Sydney Local Environmental Plan 2012, shown at 
Attachment A to the subject report, for submission to the Greater Sydney 
Commission with a request for a Gateway Determination; 

(B) the Central Sydney Planning Committee approve Planning Proposal: Heritage Floor 
Space - Amendments to Sydney Local Environmental Plan 2012, for public authority 
consultation and public exhibition in accordance with any conditions imposed under 
the Gateway Determination; 

(C) the Central Sydney Planning Committee note the recommendation to Council’s 
Planning and Development Committee on 20 March 2017 that Council approve Draft 
Sydney Development Control Plan 2012 - Heritage Floor Space Amendments, 
shown at Attachment B to the subject report, for public exhibition in parallel with the 
Planning Proposal; 

(D) the Central Sydney Planning Committee note the recommendation to Council’s 
Planning and Development Committee on 20 March 2017 that Council approve the 
amended Alternative Heritage Floor Space Allocation Scheme, shown at Attachment 
C to the subject report, for public exhibition in parallel with the Planning Proposal; 

(E) the Central Sydney Planning Committee note the recommendation to Council’s 
Planning and Development Committee on 20 March 2017 that Council seek authority 
from the Greater Sydney Commission to exercise its delegation under section 59 of 
the Environmental Planning and Assessment Act 1979 to make the amending local 
environmental plan; 

(F) authority be delegated to the Chief Executive Officer to make any minor changes, 
and any changes required by the Greater Sydney Commission, to the Planning 
Proposal prior to the public exhibition; and 

(G) the Central Sydney Planning Committee note that, following consideration of any 
submissions, and any modifications as necessary, the Planning Proposal will be 
reported back to the Central Sydney Planning Committee for final approval and the 
draft Development Control Plan amendment and amended Alternative Heritage 
Floor Space Allocation Scheme will be reported back to the Central Sydney Planning 
Committee to note. 

 
ATTACHMENTS 

Attachment A: Planning Proposal: Heritage Floor Space – Amendments to Sydney 
Local Environmental Plan 2012. Dated March 2017. 

Attachment B: Draft Sydney Development Control Plan 2012 – Heritage Floor Space 
Amendments. Dated March 2017. 

Attachment C: Amended Alternative Heritage Floor Space Allocation Scheme. Dated 
March 2017. 
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BACKGROUND 

The heritage floor space scheme 

1. A transferable heritage floor space scheme to encourage conservation of heritage 
buildings in central Sydney has been operating since the early 1970s. It was 
conceived to counter economic pressure for redevelopment of heritage sites by 
enabling the unrealised development potential of a conserved heritage-listed 
building to be sold and used elsewhere in central Sydney where additional ‘heritage 
bonus’ floorspace was available. 

2. The transfer is dependent on agreed conservation works being completed, a 
commitment to ongoing maintenance being made and a covenant being placed on 
the land title extinguishing the development potential of the site. The scheme has 
contributed to the conservation of 79 heritage buildings in central Sydney, including 
the Strand Arcade, the Great Synagogue and the Wentworth Hotel.  

3. The current scheme is set out in Sydney Local Environmental Plan 2012 (the LEP) 
and Sydney Development Control Plan 2012 (the DCP). The objectives of the 
scheme are included in Part 6 of the LEP, namely: 

(a) to establish a framework for the transfer of development potential from the site 
of a heritage building to another site in central Sydney (clause 6.1); and 

(b) to provide an incentive for the conservation and ongoing maintenance of 
heritage buildings in central Sydney (clause 6.10). 

4. The supply side of the heritage floor space scheme arises from provisions in the 
LEP, which enable the land owner of a heritage-listed building in central Sydney to 
be awarded heritage floor space provided they undertake conservation works in 
accordance with an approved conservation management plan. Following 
satisfactory completion of the works, a maintenance commitment being made and 
registration of relevant covenants, the award is entered in the City’s heritage floor 
space register. The awarded heritage floor space can then be sold. 

5. The demand side of the heritage floor space scheme arises from provisions in the 
LEP which generally require heritage floor space to be allocated to a development 
that exceeds a floor space ratio of 8:1 and a building height of 55 metres. To 
maximise their development potential, a developer generally needs to purchase 
heritage floor space for allocation to their site. The relevant standard condition of 
consent requires the heritage floor space to be allocated before the issue of a 
construction certificate. 

6. Clauses 6.10 and 6.11 of the LEP set up a framework for a heritage floor space 
market in which buyers and sellers negotiate the purchase price of heritage floor 
space between themselves and the City acts as the scheme administrator. The City 
records details of awards, transfers of ownership and allocation in its heritage floor 
space register, as required by clause 6.10. The City also summarises this 
information in quarterly heritage floor space updates that are published on its website 
and provide vendors’ contact details for prospective purchasers. 

7. In March 2016, Council approved the Alternative Heritage Floor Space Allocation 
Scheme. The scheme came into effect in July 2016. It was introduced in response 
to developers experiencing difficulty in purchasing heritage floor space and the risk 
of major development projects being delayed as a result. 
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8. Clause 6.11A of the LEP sets up a framework for the Alternative Heritage Floor 
Space Allocation Scheme in which developers can enter into a voluntary planning 
agreement. This provides for the heritage floor space allocation to occur at a 
specified date after works have commenced or, alternatively, a monetary amount to 
be payable to Council to be used for heritage conservation. 

9. The Alternative Heritage Floor Space Allocation Scheme allows the development to 
commence, although the monetary amount payable is set above market rate so as 
to incentivise the eventual purchase of heritage floor space. 

Current supply of and demand for heritage floor space 

10. At the end of 2016, there was a total stock of 53,034 square metres of heritage floor 
space remaining from awards and allocations. However, it is estimated that less than 
half of this is genuinely available for sale. A number of owners are effectively 
‘banking’ their heritage floor space for use in their own future developments, while 
others are unwilling to liquidate their asset at this time. 

11. At the end of 2016 the total amount of heritage floor space required by and yet to be 
allocated to developments stood at 70,265 square metres. This represents a best 
estimate of the current demand for heritage floor space from Stage 2 development 
consents. 

12. Pipeline development (that is, approved Stage 1 development consents or planning 
proposals at various stages of preparation) are likely to generate demand for a 
further 60,000 square metres over the next five years. Some of those currently 
banking heritage floor space are expected to use it for developments included in this 
estimate. 

13. The shortage of heritage floor space supply has led to developers experiencing 
difficulty in purchasing the amount required to progress their developments. These 
anecdotal reports are supported by eight separate developers having opted to use 
the Alternative Heritage Floor Space Allocation Scheme since its introduction in July 
2016. 

14. The City has progressed amendments to the heritage floor space controls in the last 
two years to address the gap between supply and demand. These include allowing 
Government owned buildings to apply for an award, allowing buildings to apply for a 
second award after 25 years, and excluding buildings under 55 metres in height from 
the requirement for an allocation. 

15. The NSW Government is progressing applications for heritage floor space awards 
on its own assets. The City is also investigating opportunities to apply for awards. 
However, there is a lag time between undertaking works, applying for an award and 
the resultant heritage floor space being available on the market. This lag time is 
reflected in the fact that the Alternative Heritage Floor Space Allocation Scheme is 
only available to development applications lodged prior to 1 January 2019 under 
clause 6.11A of the LEP. 
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Proposed threshold for alterations and additions to existing buildings 

16. In 2016, the City determined a total of 1,789 development applications, 300 of which 
related to alterations and additions to existing buildings in central Sydney. The 
majority of these applications do not result in the creation of additional gross floor 
area. They include external and internal alterations and fitouts, installation of 
signage, change of use and subdivision of existing tenancies. 

17. Twenty two (22) applications included alterations and additions which result in the 
creation of additional gross floor area. Works include demolishing internal stairs and 
infilling voids, converting basement storage to alternative uses, and enclosing 
outdoor seating areas, for example. 

18. The amount of gross floor area created under these consents varies, but is generally 
less than 100 square metres. More significant alterations and additions typically 
include the creation of more substantial amounts of gross floor area, usually over 
500 square metres. 

19. Under previous provisions of the LEP, the consent authority could waive the 
requirement for minor heritage floor space allocations created through alterations 
and additions to existing buildings. However, the ambiguity of the final clause created 
the opportunity for large potential allocations to be waived, contrary to the objective 
of the scheme to create demand through development. 

20. In May 2016, an amendment to the LEP was progressed to remove this ambiguity. 
An unintended consequence of the drafting of the amendment was that all alterations 
and additions to existing buildings now attract a heritage floor space allocation, 
irrespective of the quantum of gross floor area created. 

21. Owing to the current shortage of heritage floor space supply and associated 
difficulties in purchasing heritage floor space, many developers are seeking to use 
the Alternative Heritage Floor Space Allocation Scheme. 

22. Minor alterations and additions to existing buildings typically have a short 
development timeframe and small budget. The additional time and cost associated 
with entering into a planning agreement under the Alternative Heritage Floor Space 
Allocation Scheme are significant enough to discourage this type of development. 
Anecdotal information suggests some projects may be stopped due to the additional 
time and cost involved. 

23. This planning proposal will introduce a clause which provides for an exemption from 
the requirement to allocate heritage floor space. The exemption would apply in the 
case of alterations or additions to an existing building where less than 100 square 
metres of gross floor area is created. 

24. This will reduce the number of developments requiring a heritage floor space 
allocation, however, the overall impact on demand will be minimal. The reduction in 
demand is estimated at approximately 250 square metres per year. As a proportion 
of overall new demand, which has averaged 8,300 square metres per year since 
1990, the reduction is negligible. 

25. The planning proposal will facilitate minor development in central Sydney while not 
unduly affecting the heritage floor space market. The ability to progress these minor 
alterations and additions is important for building owners in central Sydney to 
respond to minor changes to business needs and tenant requirements. 
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Minor amendment to the DCP and Alternative Allocation Scheme  

26. This report also recommends the approval of minor amendments to both the DCP 
and the Alternative Heritage Floor Space Allocation Scheme. These amendments 
will improve the operation and administration of the heritage floor space scheme. 

27. Section 5.1.9.7(6) of DCP 2012 requires that the purchase price of heritage floor 
space is negotiated between buyer and seller. The intent of the DCP is that the sale 
price is disclosed to the City. This is to allow the City to publish an average sales 
price in its quarterly heritage floor space update to increase transparency and 
support the market to operate effectively. 

28. While the intent is generally understood and respected by operators in the market, 
the DCP is currently silent on this requirement. The proposed amendment will clarify 
that the total consideration paid in exchange for an amount of heritage floor space 
is to be disclosed to the City. 

29. The Alternative Heritage Floor Space Allocation Scheme currently indicates in one 
location that the uplift rate, payable where heritage floor space has not been 
purchased, is published on the City’s website. This is a drafting error and is proposed 
to be removed. The City does not publish the uplift rate upfront, in order to minimise 
disruption to the heritage floor space market. However, it is noted that any Voluntary 
Planning Agreement entered into must be publicly exhibited and so the rate used at 
the time is transparent. 

30. The proposed amendments to the Alternative Heritage Floor Space Allocation 
Scheme also includes adding a statement which provides clarity to those considering 
these scheme that entering into an arrangement involves additional cost and time to 
be borne by the proponent. 

Broader review of heritage floor space scheme 

31. Public submissions to previously exhibited amendments to the heritage floor space 
scheme have raised a number of potential issues with the operation of the scheme 
and suggestions for its improvement. 

32. The draft Central Sydney Strategy, approved by Council and the Central Sydney 
Planning Committee in July 2016, includes actions to review the scheme and 
consider other means of encouraging and achieving heritage conservation. This 
broader review is to commence shortly. 

33. The amendments discussed in this report are intended to improve the efficiency of 
the scheme, are minor only and are to be progressed prior to the broader review. 

KEY IMPLICATIONS 

Strategic Alignment - Sustainable Sydney 2030 Vision 

34. Sustainable Sydney 2030 is a vision for the sustainable development of the City to 
2030 and beyond.  It includes 10 strategic directions to guide the future of the City, 
as well as 10 targets against which to measure progress. The proposed 
amendments are aligned with the following SS2030 strategic directions and 
objectives: 
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(a) Direction 1 - A Globally Competitive and Innovative City – The proposed 
amendments are consistent with the objective of planning for growth and 
change in central Sydney. 

(b) Direction 9 - Sustainable Development, Renewal and Design – The proposed 
amendments reflect the objective of continually improving development 
controls and approval processes to minimise compliance and supply side 
costs. They arise from regular monitoring and review of the heritage floor 
space scheme, including the associated land use planning controls and 
conditions of consent. 

Economic 

35. While any change to the heritage floor space planning controls will impact the 
heritage floor space market, the proposed amendments are likely to have minimal 
impacts, as discussed earlier in this report. More significantly, they will remove a 
potential barrier to property development in central Sydney and improve the 
operation and transparency of the heritage floor space scheme. 

RELEVANT LEGISLATION 

36. Environmental Planning and Assessment Act 1979 and Environmental Planning and 
Assessment Regulation 2000. 

PUBLIC CONSULTATION 

37. The public exhibition process will be informed by the Gateway Determination made 
by the Minister for Planning under section 56 of the Environmental Planning and 
Assessment Act 1979. This will likely mean the public exhibition would be for a 
minimum of 28 days with notification: 

(a) on the City of Sydney website; 

(b) in newspapers that circulate widely in the City of Sydney Local Government 
Area; and 

(c) in writing to the owners of heritage floor space, affected landowners in central 
Sydney and relevant stakeholders. 

38. A full package of exhibition material will be made available for viewing on the City of 
Sydney website, at the One Stop Shop at Town Hall House and at the Customs 
House Library. 

 

 

GRAHAM JAHN, AM 
Director City Planning, Development and Transport 

(Tim Aldham, Senior Planner) 




