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Dear Ms Simpson

Re! Inquiry inlo homelessness and low-cost rental accommodation

Dear Ms Simpson

The Urbon Taskforce is ¢ non-profit organisation representing Ausiralic’s most prominegnt property
cdevelopers and equity finonciers. We provide a forum for people involved in the development and
planning of the urban environment to engage in constructive dialogue with both government and
the community,

We have astrong track record in policy and research on issues concerning the supply of affordable
housing. including the supply of rental housing, into the NSW rmarket.

This subrmission, 1o the obove-mentioned inquiry, sets out our views on this important issue,

Executive Summary

« Any policy solution must boost overall home supply and help both those locking for rental
housing as well as those aspinng o own thair own home.

*«  Subsidies that ore funded by levies or restrictions on othier forms of housing are grossly
inequitable and will lead fo a decling in overall housing affordability.

« ifis crucial that no new “offordabile housing™ levies be imposed.

»  Any density bonus scheme is likely to reduce the armount of housing available because:

= less homes will be developed under a rent control scheme or cap on the sale price of
apariments than if the same floor space ralio had been ovaigble for new home
development for sale al market rates (it is well established that price controls reduce the
amount of supply of a reguicated itemn): and

«  gpartment buildings developed outside the scheme will be subject to rmore resirictive floor
space rafios than would have applied if the bonus scheme had not exisied.

=  Areductionin the housing supply means higher prices for home buyers and renters who are not
fortunate enough o be tenanis In o reni control property or win the right 1o buy @ home whose
sale price has been caopped below the market level,

= FHoor space radios should not be linked o any rent control scheme or any cap on the sale price
of new homes.
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Providers of regulated or social housing should not be entitled to build unregulated housing [or
housing that can be readily converied to unregulaied housing) in areas where such
consiruction is currently banned by law,

Any special development rules for regulated or social housing should not come at the expense
of the broader housing needs of the community.

Any cpportunity to develop regulated or social housing should be equally available fo privale
secior ~ the law should not discriminate between non-profit and for-profit orgarisations.

Government policy should encourage a fransltlon 1o heme ownership

There has been a noticeable and sericus decline in home ownershig, particulurly in Sydney,
armnongst key demographics. The ceniral issue underlying housing affordability s the supply of
housing. Lack of affordebility is caused by a systemic mismatch between the demand for aond
supply of housing. Plonning laws have been centributing 1o this problem by:

v preventing or limiting the construction of new mecdium and high density housing in areas
where it is most in demand;

« resticling the availability of greenfield land for ithe development of deiached housing: and

= imposing massive development levies on greenfield development and lower, but
nonetheless burdensome, lavies on brownfield development,

Supply-side measures are the key to boosting affordability for both renters and home buyers.
Tackling these issues will improve offordability for everyone. Any policy solution must boost
overall home supply and help both those looking for rental housing as well as those aspiring to
own their own home,

Nonetheless, the Urban Toskforce does see the value in specific policies aimed at improving
renrfal aoffordobility, as part of a broader packoge.

There are four ways 1o make rental housing more cost effective:

« Increasing the supply of new housing generally by removing restrictions on Ihe development
of new hornes thot developers want to builld and home buyersfinvestors wani to buy.

» Reducing the cost of developing and building rental housing.

« Government subsidies tor the rents of people residents in a cerfain class of heusing. The
Commonwenity's National Affordable Rental Housing Scheme is an excellent example of 1his
approoch.

» Cross-subsidisafion - by making other housing more expensive; with the more expensive
component being used to subsidise the "affordable” component.

The Urban Taskforce believes the biggest impact can be made on the larges! scole through the
first and second peints.  For example, the government should release residentiol land for
development for detached housing on mulliple fronds.  This will boost competilion behveen
different lond-owners and developers. The government should alse more readily permit the
development of new compact. pedestrian-friendly, mixed-use neighbourhoods in inner and
middle ring suburbs. This would bring together new apartments, workplaces, shopping. and
recreation areas within walking distance of public fransport infrasfructure and in the vicinity of
reojor fransport comridors.

The third pelicy point above -~ subsiclies from government - can olso be o valuakle tool
However, subsldies that are tunded by levies or restictions on other forms ol housing are grossly
inequitable, and will lead to a decline In overall housing affordabllity.

No new levies

Many advocotes of “affordable housing” policies believe that new levies on develooment
activily can be used to fund the development Those thot argue for levies are ruistaken if they



believe that either ihe developer or original [and holder ulfimately bears the costs of new or
increased developer charges.

Modern copital is very mabile. [t flows fo wherever it gets the bes! return. A local developear will
not be able {o secure caopital for g NSW development if hefshe cannot offer the rate of retum
that s available for investments of a similar risk profile in olher states of countries. In order to
ensure that a market rate of retumn is sfill achieved, o developer will eiiher reduce 1he amount of
money he or she pays for undeveloped land, or increcdse the price paid by the home buyer,

it is mot often possible, in practice. to pay less for undeveloped land for several important
reqsons. Many developers hove already acquired the land and factored in all The charges
known about ai the fime of purchase — in these coses it is oo late to odjust the price paid to
lgndowners for new cor increcsed charges, yet the dcvelopmen’r cannal proceed unless the
necessary rate of return can be earned.

There is also o natural fioor to land price. below which the owners of undeveloped land will not
accepf. This floor does, in part, reflect the opportunity cost for other uses of the iand - such os
rural lifestyle blocks [in greenfield) or low density housing {in brownfield). The floor is also driven
by the long-held expectations of those land holders. Even though those expectations may not
be realisable in the short term, thase land holders are very patient, hold minimal debt and offen
originally aocguired ihe land ol very low prices. They tend to hove no difficulty in waiting for
prices o rise fo the level consistent with their expectations.

I this debate, economic purists tend to overlook the disproportionate market power given to
the landowners by planning lows.  For this reason landholders are ofien able to resist
developers' efforts o pass the cost of development charge onto them through a lower lund
acquisition cost. Land owners enjoy disproportionate market power because appropriately
zoned land (both in greenfield and brownfield areas) tends fo be drip fed by the planning
systerm into the market.

This generally means there is only one party lefl who must pay for an increased developer
chorge - the home buyer [or commerciol/retail/indusfrial end user]. However, offen o home
buyer cannot afford o new or increased levy, That's because there is a ceiling on the price that
home buyers are able 10 pay. i.e. their borrowing capacity. The maximum amount thot home
buyers are able to bomrow is, in turn, based on their income. Without incregses in income, home
buyers agre unoble to pay more for new homes. As @ result, any project which cannot be
delivered at o price home buyers currently can afford simiply dossn't get buill.  An ingrease in
costs from a new developer charge can't be passed onto a home uyer until home buyers'
borrowing capacity increases enough to pay for the levy.

That's why, in part, the supply of new houses in Sydney has aimost completely dried up. Stafe,
local council charges of up to $70.000 to $90,000 for each home lot in the growth centres
cannot be afforded by anyone - land owners, developers or home buyers. So the homes simply
don't get built and ne money is aclually raised.

For these reasons it is crucial that no new “affordable housing” levies be imposed,

Density bonuses will reduce the supply of housing and increase the cosls of home buyers

Sorne groups regularly propose the use of density bonus for apartment development if some or
all apartments are sold or renled below maorkef rates.

We do not understonc why an apariment building of o particutar bulk and scale s more
acceplable to the planning system if it is subject to o rent confro! scheme or sold cheoply. We
vncderstand the policy rationale of floor space ratios is fo ensure that the bulk and scale of
buildings is appropriate 1o the sfreetscape ond in keeping with physical form of the surrounding
community. A bonus scheme like this utterly undermines this rationale.

A orus scheme of this kind simply encourages plonning authorifies o scale back proposals for
increased floor space, fo take into acceount the availobility of the bonus. That s, if 2.1 is thought
to be oppropriate in o paorficular street because of nearby parkland, and low-rise buildings.
planning authorities will adjust the intended floor space ration to 1.5:1, to ensure that any rent



control developments are still in keeping with the surrounding urban form. Any bonus scheme s
llkely to reduce the amaount of housing availgble because:;

+ less homes will be developed under a rent control scheme or cap on the sale price of
oportments than i the some floor space rchio had been availabie for new home
development for sale at market rates {it is well established that price controls reduce the
amount of supply of a reguiated item); and

= apartment buildings developed outside the scheme will be subject to more restrictive 'floor
space ratios than would have applied if the bonus scheme had not existed.

A reduction in the housing sLpply means higher prices for home buyers cind renters who are not
foriunate enough fo be tencnts in @ rent control property or win the right to buy a home whose
sale price has beeh capped below the market level,

We don't have to go far to find exomples of this appreach, Byren Shire Council hos been
consulling publicly on an affordoble housing policy.

This policy offers a "bonus” in return for o financigl payment fo fund “cffordable housing”.
However, there s no real bonus because the council is setting its floor space rofio o low 0.4:1
and then offering o "bonus” of 0.1. This gives a fotal density of 0.5:1 - a very modest density for
medium density development. In fact, the existing residentiol dwelling floor spoce ratio in Byron
Shire is currenily 0.5:1. The proposed tota! floor space ratfic is equivalent 1o that existing under
the curreni local environrment plan,

Figor space rafios should not be linked to any rent control scheme or any cap on the sale price
of new homes.

In any event, in many, if not most cases, ¢ bonus floor space rofie s unlikely fo result in
aclditional apartment densities. This is because height controls and site coverage rules already
often prevent existing floor space ratios from being fully utilised.

In NSW Stofe Environmenial Pianning Poficy No 65—Design Qudlily of Residenticl Flot
Bevelopment would need to be re-written if o bonus scheme was o funclion gt all,

There should be no preferentlal development righis for non-profits or public aulhorilies

soeme proponents of "affordable housing” argue that the influence of the private sector needs
to be reduced in the production of new homes, ond instead there needs fo be a much stronger
role for public authcrities and noet-for-profits.

This argument suggests that these nof-for-profit organisotions should be able to cccess
addiional incorme through prefarential development righls under the planning system. which
they can then use to finunce their sociol housing program. This is achieved by creating a maore
generous regulatory environment for public authorities or not-for-profits seeking to purchase
prime development sites close to tronsport infrastruciure. These preferential developrent rights
may include the right to build aportments in an ared where apartments are banned. or the right
to cin additionat floor space ratio.

Such proposals invaniably would allow public cuthorities or non-profits the ability to undertake
developments in which:

+ some or all of the housing can be scld off in the open market in direct competifion with
prvate sector developers: and/or

« newly developed housing is initially designated as secial or regulated housing. bul individuel
homes con be sold off later as unregulated housing,.

This kind of policy restricts competilion and choice. It will have the effect of gither:

« reducing the price obtained by land owners for potential apartment development sites {by
banning private sector “for-profit” developers for bidding on the same ierms of others):
and/or

= reguinng home buvers ic pay more for their new home than they should, because the
developers of apariments will be artificially restiicted to o smaller pocl.




In effect, this policy is nothing more than a disguised sulssidy for certain housing providers. The
burden of the subsidy is borme by o small class of lond owners ond hore buvers, which is neiiher
equitable nor justificble. Such subsidies should come from the brooder tax base. Providers of
regulated or social housing should not be entifled fo bulld unregulated housing [or housing that
can be readily converted o unregulated housing) in citcumstances where such consfruction is
currently banned by law.

Even if any rules required dll of the developments to be built and remoin as regulated or social
or housing on land close to transport infrastructure, it would still not be jushfiable because:

« such iand has dready been generally ideniified as appropriate for higher densilies — so o
specigl rule for regulated or social housing will come at the expense of home buyers and
ofher renfers; ond

« if there is any special regime for regulated or social housing. the business sector should have
the opportunity o develop sites for social or regulated housing on an equal footing with nof-
for-profit organisations.

Any special development rules for regulaled or social housing should not come c:t he expense

of lhe broader houslng needs of the community.

Any opportunily to develop regulated or social housing should be equally evaitable to private
sector - the low should not discriminate between nan-profit and for-profit orgonisalions.

Thank you for the opporiunily to make a submission on these importont issues.

I would be happy fo provide more information fo the committee, or appear betora it, should this be
necessary or desirable.

Yours sincerely
Urban Taskforce Austfralia

{

-"Aoron Godiel
Chief Executive Officer
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