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We believe that social housing supply can be increased through optimising current social
housing assets and that the planning system should incentivise and not discourage the
community housing sector. We believe that housing management should be outsourced on a
targeted basis and that the Property Transfer Program recommence.

We want Government to make housing strategy a priority for all Government departments,
to ensure an integrated planning and delivery approach. We are calling for the Government
to explore alternative approaches to low cost home ownership, such as shared home
ownership, as we believe that higher capacity community housing organisations should be
freed up to fully leverage finance to bring new money into the sector.

In the words of Minister Goward, “The hallmark of good government is about meeting the
needs of the most vulnerable. It is neither practical nor ideal to do this alone.” We are in the
business of changing disadvantage, not just managing it, and we believe that adoption of our
recommendations will help maximise the potential of the community housing sector to make
a difference to those in housing need in NSW.

| would be happy to discuss the recommendations in this paper with you at any stage.

Yours sincerely

Nazha Saad
Chief Executive Officer, SGCH
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3. Our recommendations

We have focussed our recommendations to this wide-ranging Parliamentary Inquiry around
Six core areas. The proposed changes are relatively straightforward, and build on best
practice examples in NSW, inter-state and overseas, including our own experience. Many of
the approaches can best be pursued through Government making greater use of not-for-
profit housing providers such as SGCH, and through a strategically designed approach to
cross-sectoral partnerships.

3.1. Addressing the affordability crisis

The shortage of affordable housing has a profound social and economic impact in NSW, so
we must work in partnership to increase the supply of affordable homes. It is important that a
holistic approach is taken, encompassing all levers available to State Government and which
considers the supply-side mechanisms in conjunction with their enabling policies.

Social housing supply

Social housing organisations in both the Government and not-for-profit sectors need to be
able to undertake integrated cross sector planning and develop strategic asset and portfolio
planning that delivers most effective and sustainable outcomes. To date, NSW community
housing organisations have come up against obstacles when seeking to obtain approval from
Government for such moves, and the public housing stock has been managed through
reactive policy approaches which aren’t forward-thinking. This has resulted in asset
maintenance liability, properties that are not ‘fit for purpose’ nor planned and delivered in
areas of high and changing need. Possible options include:

Greater engagement with local councils

Currently there is a lack of understanding in local councils about affordable housing, which
means that many councils are either reluctant to approve affordable housing developments,
or impose restrictions that make the developments difficult for community housing providers
to deliver. There is a dearth of knowledge about the value the community housing sector can
bring to affordable housing developments.

We recommend the current planning reform changes are tailored so that affordable housing
projects are encouraged, for example allowing smaller properties and secondary dwellings.
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proposal both addresses under-supply of social housing, reduces under-occupancy and will
enable the growing ageing population to “age in place”.

Better utilisation of land

For approximately $100,000 a one or two bedroom “granny flat” can be built on an existing
social housing plot without the need for demolition or redevelopment. The new properties
would provide smaller, more in-demand properties which will help meet the growing need of
single person households.

Several local councils are supportive of this approach as it can modestly increase the density
of neighbourhoods without losing the traditional streetscape pattern. In addition, where
community housing providers own social housing sites that neighbour private or public
housing sites, we need to be given the freedom to redevelop these sites to increase overall
affordable housing supply in the area.

The above suggestions are based around a more strategic and commercially minded
approach to managing the NSW Government’s social housing portfolio and redeveloping
properties that are past their economic life. Significant change can be achieved through
partnering and with modest public investment. Although some projects could be delivered by
Government, often their scale is modest and they would be best suited for delivery by
community housing providers.

Affordable housing supply

NSW community housing organisations such as SGCH have an established track record in
delivering new affordable housing, at scale. These projects often involve raising private
finance, harnessing external grants (such as NRAS) and partnering with private sector
developers who have economies of scale in housing production.

While the majority of affordable housing supply will be undertaken by private developers,
especially for home ownership, several strategic schemes benefit from the involvement of a
community housing provider. Not-for-profit organisations such as SGCH enjoy tax benefits
and do not pay dividends to shareholders, which means that more funds are retained for
delivery of more affordable housing. This is important where taxpayer dollars are invested,
for example in projects to de-concentrate social housing estates.

Our commercial business model separates community housing from many other not-for-profit
industries while our focus on social outcomes and community separates us from private
developers. We plan, design and deliver affordable housing that we will retain a long term
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interest in, unlike developers who build and sell immediately. Our model is about quality
housing with design-out maintenance principles applied, as our developments need to be
financially viable and sustainable for the long term. This makes community housing providers
the perfect conduit between Government and the private sector, and the ideal choice to
deliver these proposals. This has also been the model adopted 20 and 30 years ago in many
European countries, notably the UK, which has delivered significant growth and access to
affordable housing.

Community housing providers can also be useful partners for Government in strategic
projects requiring a mix of housing tenures, and the retention of longer term affordable rental
housing. We can work effectively with the Department of Planning and Infrastructure, and
agencies such as Urban Growth NSW, in delivering both brownfield regeneration projects
and new greenfield developments.

Because community housing providers are driven by purpose, not profit, they can afford to
invest in affordable housing solutions that deliver a triple bottom line. SGCH, for example,
has a track record in delivering new affordable housing in locations where it is most needed
rather than the most profitable to develop.

3.2. NSW planning system reform

SGCH’s role as a Class 1 Growth provider is commensurate with the objectives of the NSW
planning legislation as well as the draft Planning Act which is currently before Parliament.
However the planning system fails to recognise the role played by the community housing
sector in achieving its own objectives and seeks to impose counterproductive restrictions in
an adversarial system better geared toward controlling private development.

Strategic planning at a State level must consider affordable housing

Consideration of housing affordability as an overarching principle should be a mandatory
strategic planning consideration during plan-making. We support this being done at the
regional or sub-regional level. The local and State plan-making process provides an
opportunity to set realistic targets and provide meaningful affordable housing outcomes to
more than a few households. Public authority consultation provisions during plan-making
should also include genuine input and consultations with Class 1 community housing
providers who are actively involved in increasing housing supply in the local area.

We would also like to see the new planning system distinguish the community housing
sector’s affordable housing provision from other developers who develop affordable housing
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and should not be levied against for other forms of infrastructure. It is counterproductive to
levy funds against affordable housing developments to provide for open space and roads;
particularly when affordable housing is so difficult to provide and is in very short supply. It
decreases the likelihood that such developments will be financially feasible and is
counterproductive to the objectives of the old and new planning legislation. There is no
evidence to suggest that exempting development by community housing providers would
jeopardise the provision of any infrastructure such as roads and open spaces. Currently few
local developer contribution plans offer exemptions for affordable housing undertaken by
community housing providers.

Planning legislation must provide for levying mechanisms including inclusionary
zoning

Our reading of the recent NSW Government Planning White paper and draft legislation is that
voluntary planning agreements will be the only planning mechanism to obtain affordable
housing contributions. We do not see how meaningful affordable housing targets can be set at
the sub-regional level if contributions are voluntary.

SGCH supports the ability of private developers to make voluntary affordable housing
contributions in exchange for planning incentives such as increases in density or height.
However, our recent involvement in such ventures highlights their problematic nature. It
indicates that what are mostly density bonus schemes are often seen by the community as
undermining existing local planning controls and permitting development above set
environmental limits. The process is not always seen as transparent as it results in
development that exceeds the bounds of existing planning instruments. In addition, these
schemes cannot be made mandatory and no guarantee exists that any developer will take part
in taking up incentives meaning that affordable housing targets cannot be set for any region or
location.

To this end the new planning system should permit affordable housing levies under inclusionary
zoning mechanisms. Communities, whether at the State, sub-regional or local levels, should be
empowered by the new system to make decisions about their infrastructure needs and
requirements. It is a failing of the proposed system which excludes this possibility with regard to
affordable housing contributions. Placing this ability in the hands of private developers who

may volunteer contributions under voluntary planning agreements in return for incentives such
as increased density or height limit is entirely inadequate.

Inclusionary zoning which requires a fixed affordable housing levy is preferable as it is:
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- Delivering more tenancy and asset management, and strategic asset ownership, to
established community housing providers

- Redesigning public housing eligibility and rent setting policies to better address social
housing need across the housing continuum. Settings may need to be altered
between metropolitan and regional locations due to very different market conditions.

Targeting the role of community housing

Organisations such as SGCH work hard to help achieve Government policy objectives. Their
capacity has been built over a number of years, and the larger NSW providers now function
as effective social enterprises. Community housing providers are more transparent and can
demonstrate greater accountability (through regulation) than the State Housing Authority,
have a lower cost base, and can access private finance.

Class 1 community housing providers have the scale and infrastructure to deliver
government projects effectively. In addition, the greater efficiencies achieved through
economies of scale mean that larger providers can increase the surplus to be reinvested
back into the community housing sector. New partnership and development opportunities
should be directed to larger groups such as SGCH, and efforts made to rationalise the
smaller organisations in the sector which do not operate at critical mass, and spend a higher
ratio of their income on organisational infrastructure, rather than on services and housing
delivery.

SGCH recommends that the Government:

Fast-track an Industry Capability Strategy

We recommend NSW Government develops a new direction for NSW community housing
providers, in partnership with the community housing and private sectors. The Industry
Capability Strategy, in preparation by NSW Federation, needs to be advanced rapidly, with
detailed input from expert practioners in the sector and the wider industry.

Revisit the targets set by COAG in 2009

COAG recognised the need for State Governments to develop the community housing
sector, and in 2009 it set the target of transferring 35% of public housing to community
housing providers. The anticipated growth in the community housing sector has already
occurred across jurisdictions, and there are many case studies which provide

tangible evidence of the benefits and outcomes that the sector can deliver with increased
scale.
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the large estates, and involve private sector partners in partnership with higher capacity
community housing providers.

Having understood both the opportunities and pitfalls of complex, structured schemes such
as the Bonnyrigg PPP, the NSW Government and SGCH hold a strong evidence-based
position to develop a more streamlined approach in future. Contemporary management
outsourcing projects across Australia are very different to earlier PPP models developed in
NSW.

We need Government to reinstate the Property Transfer Program. There is currently a great
deal of uncertainty around the program being frozen as it limits our capacity to do whole of
site place-making or budget for future maintenance and tenancy management costs. The
current status of the PTP also holds tenants in abeyance — this includes Housing NSW
tenants who now wish to transfer to the nominated community housing provider, but cannot.

If the Program is resumed, Government needs to make a policy decision to make it
mandatory that tenants living at identified sites transfer to the community housing provider
who will be assuming tenancy management responsibilities. This will ensure that locations
are managed by a single landlord, allowing them to benefit from greater economies of scale,
and preventing a mixed management approach which is inefficient and limits the ability to
build community cohesion. The mixed management approach also increases Work Health
and Safety risks.

The reliable income stream from the Property Transfer Program helps SGCH to plan, but
government subsidy is needed to upgrade properties to the required standard, particularly
given that most sites being transferred are older assets.

Business model for sustainability

The community housing sector’s continued growth and business sustainability would be
enhanced if there was less rigidity on delivering market-based housing. A diverse business
model of social, affordable and market housing would deliver greater benefits to the
community and the sector can deliver and manage each of these tenures for less than
private real estate agents.
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end of the housing continuum, often into homelessness.

New tenure models should be supported, for example longer term private sector rental that
required no subsidy, or very shallow subsidy. Also, there are alternatives where residents
own only a share of their home, with the remainder provided by public or private sector equity
investment — the shared homeownership model.

Many of what are termed ‘intermediate housing products’ do not require direct delivery by
Government, or any subsidy. Often what is needed is for Government to provide the
institutional framework. The benefit is that more people can transition out of heavily
subsidised social housing.

Different financial approaches

There are a number of possible options which can be considered. Many models have been
delivered at scale in Britain, the Netherlands, Sweden and Austria.

There are several models that have been piloted in Australia, particularly around shared
homeownership or shared equity. Western Australia has been the leader, and the Coalition
Government supports these products as central to their affordable housing strategy. Some
11,000 households have been assisted in schemes dating back to the 1980s. All States and
territories in Australia other than NSW have some form of shared homeownership.

SGCH is currently working with other community housing providers and social enterprises
through Regional Development Australia on developing a shared equity model. We
recommend NSW Government fully evaluate the various shared ownership approaches,
which have a tried and tested track record in Australia. They have the ability to restore the
housing continuum at low cost, free a portion of social housing for people in high need, and
manage demand on the social housing waiting list.

We also recommend that the NSW Government make better use of current government
policies and subsidies in order to deliver more affordable housing. For example, the currently
under-utilised First Home Owners Grant — which presently may only be paid to the first home
buyer — could be diverted to community housing providers to enable them to build more
affordable housing. Community housing providers could then sell these properties to new
home buyers under a shared homeownership scheme.
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3.6. Broadening and targeting the supply of funds

Given the challenges for new borrowing by Commonwealth or State Government in an era
where budgets are being brought under control, the best way to raise funds for new social
housing is for debt-raising to be undertaken off the Government’s balance sheet.

Contemporary approaches allow either community housing organisations or special purpose
cross-sector partnerships to raise bank loans which will be repaid from future net rental
cashflows. For this to happen there needs to be broad agreement on vision, strategy and
funding at all levels of government.

To achieve the level of growth in affordable housing supply, which is badly needed, the
Government, working with partner agencies should identify and pursue new and alternative
funding mechanisms. The growth required - and the extent of the undersupply problem - will
not be fully addressed without additional funding as well as the creativity to work better with
what we have.

Government has to look at the best use of taxpayer dollars in providing for social and
affordable housing needs. However, there also needs to be consideration of longer term
savings by wisely investing now in the right strategies. Housing people properly can save
Government money in the long run by preventing homelessness, making sure children
remain in school and transitioning more people into employment. Broken public housing
estates are costly for all branches of Government and for the country, not just the
Department of Family and Community Services.

National innovation

Other states and territories have started to take the lead with innovative finance. A housing
construction program would deliver considerable economic growth to the State. We share

NSW Government’s passion to make NSW number one again, and we believe this can be
helped by adapting one or more of the approaches below:

Housing bonds

Research institutes such as AHURI, working in conjunction with private sector financiers,
have developed a practical Housing Bond that would work in Australia. It relies on a modest
guarantee by Government of a small portion of bond risk. No direct lending is required, and
the risk can be carefully managed.

The Western Australian Coalition Government has been a strong supporter of Housing
Bonds, and may become the first state to introduce them. NSW Government could begin to
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work in partnership with WA so that a similar product could be introduced to help address the
housing crisis in our state.

Social housing cash flows are modest but reliable. Consequently, community housing
providers are able to sustain moderate levels of debt if the scale of the community housing
provider is sufficiently large so that economies of scale are achieved. Most bonds desire a
return of 6% to 8% and this level of return is possible from community housing. However,
because it is an unknown asset class, traditional bond investors such as superannuation
funds will not consider such an investment without some form of Government guarantee.

Bonds would represent a new form of institutional investment in social and affordable
housing in Australia. They would help reduce reliance on other forms of less complex and
expensive funding such as bank loans. Housing Bonds are popular in continental Europe,
and they are one reason why several countries in that region had only a modest impact from
the GFC.

Strategic Government lending

The potential to access capital for development projects in affordable housing has been
widely discussed across Australia. With a change in national government direction, it may be
a good time for NSW to consider what size of fund, and what degree of government
guarantee (or not) might be required to potentially get this off the ground.

At SGCH we look closely at what is happening in other states and territories as we always
believe we can learn from sharing the experiences of our peer organisations. For example,
CHC Affordable Housing in the ACT has become a major not-for-profit affordable housing
developer using in part funding received from a loan from Treasury. The loan is fully
repayable from development proceeds and longer term cashflows, and therefore different to
a traditional grant-based approach.

Social impact bonds, and achieving cost effectiveness

New ways of thinking are emerging on how government spending can better target funding to
achieve positive outcomes for individuals and communities. NSW has led the way with
Social Benefit Bonds. Currently there are two modest scale projects being trialled.

We believe the approach has considerable strengths in helping achieve better outcomes,
rather than the traditional focus by Governments on inputs and outputs. Social Benefit Bonds
may be one way to bring new money, and better focussed strategies, to renewing and
transforming problem public housing estates.
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This approach also ties-in with the suggestion by the NSW Auditor General that we need to
develop new measures that indicate the impact of Government spend on both the fiscal and
social economies. This helps Government make tough decisions on resource allocation in an
era when budgetary constraint is required.

NSW recommendations

Our suggestion is that NSW Treasury, in partnership with the Department of Family and
Community Services review the financing options we have suggested. They are based on
tried and tested approaches in Australia and overseas. Raising external private and
philanthropic funding reduces the burden that otherwise falls on State Government.

Much of the background work has already been undertaken. KPMG prepared a report for the
Victorian government in 2012 which outlined nine possible funding models for governments
to consider when developing new social and affordable housing. Interestingly, their main
conclusion was that community housing providers were the most effective way that
Governments could harness innovative financial approaches.

In NSW we need a more coordinated approach to encourage community housing providers
to borrow to their optimum capacity using conventional approaches. In Victoria, for example,
State Government has taken action to ensure better use of ‘lazy assets’ and cashflows.
SGCH has consistently met Government’s expectations to leverage private finance, but
support is needed so that that all other providers in the sector can do the same.

3.7. Section conclusions

SGCH looks to continue working closely and in a constructive alliance with all branches of
NSW Government to help address the important economic, social and environmental issues
raised by the Parliamentary Inquiry.

We are seeking a step change in Government’s approach to the affordability crisis,
particularly in the areas of commitment to the community housing sector, developing new
strategies, coordinating service delivery and planning implementation. Government’s best
role is strategic steerage of the sector, with an increasing proportion of delivery passed to the
not-for-profit sector in collaboration with private sector organisations. Public funding is
important, but we believe current expenditures can be better used to deliver more impact.

The right State Government policy settings, in conjunction with growing responsibilities given
to commercially experienced community housing providers, can form the bedrock of a
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