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Dear Ms Heather
Housing for All: Discussion paper

| write in relation to the Housing for All discussion paper, which Council has placed
on exhibition. Housing for All lays out the City of Sydney’s approach to housing
supply and affordability, with a particular focus on low- to medium-income earners.

In supporting papers, and in the discussion paper itself, the City argues that it has
been very effective in meeting its housing needs — “Where and how can we plan for
more homes after we have done so much?e” — and appears to place most of the
blame for failures to deliver onto the NSW Government.

In applying criticism, Urban Taskforce members have expressed concern that the
Paper appears to be hyper-critical of the Housing Delivery Authority (HDA), and so
called “ad-hoc rezonings”, arguing that it is best placed to determine local housing
needs and has “repeatedly” demonstrated its effectiveness in meeting housing
needs.

In the view of Urban Taskforce, the Paper does not properly consider the significant
conftribution of the City of Sydney Council itself in creating the under-supply of
dwellings in the LGA.

An honest analysis would not seek to blame the HDA, but ask why it was seen as
necessary by both sides of politics.

The City seeks to apply much higher high levels of affordable housing onto projects
with little regard as to whether they will be feasible to proceed. The City has
historically been at the cutting edge of a sensible affordable housing practice.
Cash conftributions were typically set at between 2% and 3% of Construction
Investment Value and Council had had tremendous success in using those
confributions to deliver affordable housing outcomes.

However, it seems that in this Paper, Council Officers have simply gone too far. The
significant impact of Council’'s affordable housing tax on development uplift has
hugely impacted on development margins, at a time where project feasibility is
under massive threat.

Without feasibility, there can be no affordability. This point appears to have been
missed in the development of this document.
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Performance to date

In the staff report to the Equity and Housing Committee (EHC) it was claimed that
“the City is already well placed to meet [NHA] targets as a planning and consent
authority” to complete 18,200 dwellings by June 2029.

Urban Taskforce contests this assertion is wrong.

According to the latest ABS statistics, the City of Sydney is the eighth worst
performing council on a pro-rata basis out of the 33 Greater Sydney LGAs.

The total target for the 60 months of the NHA for the City of Sydney is 18,900 new
completed dwellings. The pro-rata target for the 22 months to the end of April is
6,930 dwellings. In those 22 months, the City of Sydney Council has only approved
3,008 dwellings to construction certificate stage. That is just 43.4% of the expected
target to date.

After 36.66% of the National Housing Accord, Council has only approved 15.9% to
CC stage (let alone dwelling completions. In short, the City of Sydney is miles
behind.

What is Council claiming?

The discussion paper starts with a letter from the Lord Mayor, in which The Lord
Mayor states that:

Affordable housing is essential for a diverse, cohesive, and economically
successful global city, and more importantly, is a basic human right.

Urban Taskforce does not dispute the urgent need to ensure that housing supply at
the very least, meets demand. The dispute is over the efficacy of affordable housing
conftributions taken from developers as the means to deliver this outcome, viz-a-viz a
focus on more housing supply or a broad based tax.

During this development boom we have used every lever available to us to
help deliver genuinely affordable rental housing, so that people on lower
incomes can remain in our community. Through development contributions,
discounted land sales, grants and planning agreements we are on track to
deliver more than 5,000 new affordable rental homes in perpetuity by 2036.

The record under Lord Mayor Clover Moore is not in dispute. However, the massive
increase in these levies, at a time when construction costs are so high and project
feasibilities so low, is in dispute.

In fact, Council affordable housing demands are now making it harder to deliver
new housing or to make projects feasible in the City of Sydney LGA. The Lord
Mayor’s letter acknowledges some of the issues:

This hints at the larger problem hampering housing delivery, which is that even
with planning approvals the constfruction industry continues to face rising costs
and shortage of labour and materials, financial constraints and higher interest
rates.

However, In the Lord Mayor's letter, no responsibility is taken for the costs and
compliance issues being placed on housing by her Council officers.

As noted earlier, the Paper states at page 9 that the Housing Delivery Authority is
undermining the delivery of affordable housing.
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Yet, the HDA considers applications on their merits, without placing undue
conditions and additional costs on the development. Further, this is akin to
aftacking a straw person as the SSDA has not yet determined any projects in the City
of Sydney LGA.

What the HDA EQOI process does do is allow applicants to tell the Government what
they believe is feasible. | appreciate that such an approach is anathema to some

on Council staff, but the HDA has proven to be a well-supported alternative which

will make a big difference to both housing supply and affordability.

The Lord Mayor asserts that more intervention is needed by the City:

The City must remain in control of this planning process to ensure that
additional housing is delivered in the most appropriate areas with
consideration of amenity, infrastructure and local community needs, and not
on a developer-led basis.

In the view of Urban Taskforce members, this misses a key point: if housing is not
created on a developer-led basis, it is unlikely to be delivered. Conditions, fees, and
charges can make development projects unfeasible and result in no housing being
delivered. With high affordable housing requirements, developer conftributions, and
compliance costs, the City of Sydney is fast becoming a LGA where development
projects cannot proceed.

The Lord Mayor's focus appears to be on utopian goals rather than outcomes. The
prescriptions being placed on development are making it harder, not easier, to
deliver housing supply. Incentive programs are seen as the enemy of affordability,
not the solution to it:

And when developers confribute to Affordable Housing in exchange for
additional height and floor space, the City’s definition of rent capped at 30%
gross household income in perpetuity should be applied, not the State
Government’s current definition of 20% below market rates, which are still wildly
unaffordable, and expire in 15 years.

This statement is factually incorrect. The Housing SEPP mandate for the infill
affordable housing bonus is consistent with the Mayor's eligibility assertion. The
difference comes in it being applicable for 15 years rather than in perpetuity. This
lack of attention to detail from the staff that drafted this letter for the Lord Mayor is
disappointing.

Further, the Infill Affordable Housing Bonus Scheme as applied through the Housing
SEPP allows for affordable housing to be provided in a way that can be feasibly
delivered, without making the cost of other dwellings unsustainable. It has delivered
far more affordable housing already than all LGAs in Sydney combined over the last
20 years. Atftacking such a results oriented policy success is fatuous.

In contrast, Council’'s recently adopted affordable housing scheme sets high rates
and excessive square meftre fees, such that the affordable housing levy varies by as
much a multiple of ten fimes in the East Precinct as it is in the South Precinct for the
same building.

In the view of Urban Taskforce, Council’s policy will fail to deliver the affordable
housing that it seeks, just as such inclusionary zoning policies have failed over the
past 20 years.
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Responding to the housing challenge

On page 6 of the discussion paper, the City states that “the planning system doesn’t
build housing. Developers, investors, and contractors build housing — but not when
market conditions are not right.”

We agree. But Council LEPs, DCPs, prescriptive policies, fees, taxes and charges in all
their manifestations, limitations on height and density, restrictions on land use and
housing mix, are all critical to establishing these market conditions.

This statement fails to acknowledge the impact that Council policies have on
housing or mixed use development feasibility

The planning system may not build housing, but it certainly can stop it!

The City states that almost 25,000 private and 6,700 non-private dwellings have been
delivered since 2015, and around 18,000 dwellings (private and non-private) are in
the development pipeline. But the report upon which it bases this claim showed an
increase of only 1,710 private and 780 non-private dwellings between FY24 and
FY25, suggesting that most of those private dwellings were delivered in earlier years.

This tracks with performance across New South Wales. The period from 2016 to 2018
was a high point for development approvals in this State, with totals approximately
15-20,000 higher than we are currently seeing. Like other councils, Sydney
experienced an apartment boom relative to today.

The paper acknowledges this highpoint, but attributes the downturn to market
conditions unrelated to Council activity rather than a shift towards greater control,
the infiltration of architects into planning assessments, the gross cost (and waste of
time) caused by make-work schemes for architects through design competitions
and panel reviews restrictions applied by Council and an increase in fees, taxes and
charges.

The paper states at page 8:

In the City of Sydney areaq, under the current planning system, the 5 years
leading up to 2019 saw a record number of new apartments being built, with
some concerns about oversupply.

However, in response to this ample supply event, banks tightened access to
finance for new development and the lodgement of development
applications declined as development became less likely to achieve sales
hurdles.

A series of market shocks occurred. Covid-19 and foreign wars disrupted supply
chains, decreasing the availability of and increasing the cost of money, and
overseas housing investment in Sydney evaporated.

The pandemic contributed to labour shortages, inflation and the cost of
materials. There was a stretch of significant rain events and natural disasters
that exacerbated an unsettled situation.

As aresult, the feasibility and the means to produce new development
declined sharply. Today, there are more apartment buildings approved but not
being built (completions) than ever before.

We agree with all the assertions in this statement. However, we further contend that
applicants are not putting in applications knowing that they will be hampered by
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“market forces”. They are proposing projects that are feasible, only to have them
become unfeasible when put through Council’s assessment wringer.

Projects aren’t proceeding because the numbers no longer stack up, and the
numbers aren’t stacking up, in part, because of the costs and conditions being
placed upon applications by councils.

Generally, the industry is not continuing:

““...to hold off delivering supply, anticipating more favourable market
conditions in the future”

they aren’t building because State and local governments (not least, the City of
Sydney Council) are making it impossible to make development feasible, and banks
and financiers are not funding building commencements.

Our industry is also not predominantly creating “larger apartments for small
households in high-priced, high-amenity areas”.

The biggest part of the apartment market is one or two-bedroom dwellings. Over
capitalising by creating larger homes risks pricing properties out of the market. This
is, of course, not frue in every case, but it is not fair to criticise the industry because of
outlying cases where modern DCPs and design controls would never allow for the
existing small and cheap housing to be replicated.

Why is Council taking a shot at the HDA?
The City of Sydney is clearly unhappy with the HDA:

We are deeply concerned with the NSW Government’s approach to planning
through the HDA.

The HDA planning pathway is an ad hoc, developer-led, site-by-site approach
aimed at quickly increasing opportunities for housing development. While it
may generate a short-term response, it is not a strategic approach to planning
for the long-term growth of Sydney. It does not purposefully locate new
housing in locations people want to live — areas with good public tfransport,
parks, community facilities and services —rather than where developers have
land.

The HDA approach seeks to increase development capacity to encourage
short-term housing supply. This increases the underlying land values to match
the elevated yield. However, if the housing is not built, the land value rarely
devalues, making development more difficult in the future, while the benefit of
more housing in the short term may not have been achieved.

This attack is unfounded.

To suggest that developers want to build where they have land, rather than in
locations where people want to live, implies that Council doesn’t believe that
applicants understand the housing market and what people want.

It shows a lack of understanding of economics and business. It is both arrogant and
condescending.

Proponents select sites based on their potential appeal to future residents. If they
don't, the properties won't sell. Clearly it is frue that developers want to build where
they own land. But they own that land because they see a market for sales in that
location.
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Council appears to be attempting to take the moral high ground — to claim that it
knows better than other stakeholders and that both the HDA and developers are
undermining its efforts to create workable communities.

A property development that is not located in an area where people want to live is
a property development that will fail.

The paper goes on to say at page 10:

The HDA approach also risks the delivery of long-term affordable rental housing
in the local area. Our affordable housing contribution scheme has been the
most successful way of delivering long-term affordable rental housing in NSW.
Despite significant increases in density, most HDA projects are seeking to
sidestep our longstanding affordable housing requirement.

If the NSW Government fails to apply our scheme, hundreds of permanent
affordable rental dwellings that could be built may not be built. And while the
SSD HDA pathway may result in some increased housing supply, it is unlikely it
will be housing that can be affordably rented by even moderate-income
households.

Urban Taskforce asserts that if applicants to the HDA are “seeking to sidestep”
Council’'s affordable housing requirement it is because it makes their projects
unfeasible.

The HDA process generally seeks to provide for a feasible number of affordable
housing dwellings, and in a way that allows the proponent to get a return on their
investment and, therefore, satisfy their obligations to investors, financiers, and
employees. That is what we refer to as a feasible development.

Ironically, despite Council complaining that “almost 5,000 dwellings in our local area
[have been declared] for the SSD HDA pathway”, the HDA to date has only
approved 17 projects out of 45 expressions of interest. That is a mere 37.8% of the
EOIs submitted. So there’s a lot more to come.

Urban Taskforce is concerned that the City of Sydney has one of the worst HDA EQI
approval rates in Greater Sydney, with more EOIs rejected by the HDA in the City of
Sydney than for any other council in the region. While some in the City of Sydney
Council may see this as a point for celebration, we do not and nor do those who are
seeking a home in this city.

Where and how can we plan for more homes?

On a positive note, Urban Taskforce Australia welcomes the City's attempt to identify
areas where development might occur.

The 10 priority precincts will help to focus development activity.

However, this section of the discussion paper raises a few issues of concern (see
pages 13 to 23):

. The paper refers to the need to “make sure any new homes are planned in
collaboration with the community to balance good design, character,
sustainability, and public benefit”.

But no mention is made about allowing for sufficient height and density to
make projects work.
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Local character is discussed in the same context as “high-density”
development. New development in these precincts is likely to be taller and
with a much larger GFA than the buildings that preceded it. It is important that
Council reconciles both of these concepts?

New walkways through large sites can create an increased risk of crime and
petty vandalism, which has happened in some developments within the LGA.
Council has not given any indication as to the role it will play to mitigate such
risks in future.

Development along Broadway is pitched as being dependent on the delivery
of light rail and curtailing traffic. Broadway is a busy road - shutting down lanes
to install bike lanes or light rail will exacerbate traffic concerns already
experienced on the thoroughfare.

Parramatta is also pitched as requiring a light rail system. This should not be a
requirement before development is approved, but the existence of new
residents should help to drive the business case for such transport.

Shop top housing and mixed-use development is supported, and Council
would do well to prioritise such housing to maximise opportunities to increase

supply.

What should the NSW Government do to support more homes?

Council’'s paper (see pages 24-29) puts a lot of emphasis on the NSW Government
turning more of its properties into affordable housing, but some of the sites selected
are not suited for housing at present, and relocating existing businesses would take
time and money.

Some principles for the Council and NSW Government in relation to creating
developable land include:

Fast tracking developments already in the system is a sensible way forward.
These should have only limited conditions set for them, so that the cost of
delivery does not become unfeasible.

Payments for taxes, fees, and charges should be deferred from construction
certificate to the occupation certificate, to give proponents more time to
source revenues in order to cover the cost of the surveys.

It is incorrect that companies working on government owned sites would not
require a profit. Any development or building company will seek to get a
return on their investment. The only way that wouldn't be the case would be if
Council or the State Government were to build a site themselves. This is usually
unlikely to happen.

To redevelop a site, existing residents would have to move. If social housing
residents on a site are not relocated, it would be difficult to deliver the project.
The State or local government should not be able to redevelop the site if
residents refused to move.

The discussion paper lists large tracts of developable land, but then emphasises
that many of the NSW Government-owned sites may not be able to be
redeveloped unless current activities are relocated. If there exists such a
restriction, the land in question shouldn’t be included in the Council’s
calculations.
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According to the Council, two locations would require light rail or a metro
station in order for development to occur — Parramatta Road to Broadway and
Green Square to Rosebery. However:

“Previous plans for housing on Parramatta Road have not materialised
while waiting for the NSW Government to commit to better public
transport.”

The lack of such transport in the short term should not be used as justification
for not supporting new development in these areas, as that could delay
housing for decades.

Instead, the increase in population should be used as evidence that there
might be a need for transport infrastructure.

In the interim, increased bus services — as are being used out at the
Aerotropolis — should be infroduced to deal with any additional population.

How can housing meet the diverse needs of our community?

Affordable housing

Council states that it wants diversity of housing prices that “the market will not
deliver”.

With the current costs of construction, and the restrictions and impositions placed on
projects by Council itself, this will be difficult to achieve. Further:

while there are some initiatives in place to fund housing types, such as HAFF,
most affordable rental housing is delivered by the private sector;

under council affordable housing policies, the developer must pay for
affordable dwellings. This expense is passed on to the other home buyers
within the facility, adding to their purchase costs;

in the maijority of cases, governments provide no subsidy and, in fact, they
usually add to the cost of delivery, making housing diversity almost impossible
to achieve;

demanding that the State Government establish an affordable housing target
and commit to providing more long-term or “forever” affordable housing on its
own land is not realistic. The State Government often has competing interests

and needs to maximise its own revenue on behalf of the taxpayer;

Council’'s opposition to incentive-based programs, such as the Infill Affordable
Housing Bonus Scheme, means that it reduces the amount of available
accommodation for those needing rental support.

The discussion paper says that “research shows the cost of delivering one
forever affordable housing dwelling is equivalent to the cost of delivering 5 or 6
time-limited (15 years) affordable housing dwellings”.

In other words, infill affordable housing could accommodate 5 or 6 families for
each in perpetuity affordable dwelling. If that is the case, it seems strange that
the City would seek to prevent time-limited affordable housing; and

Council appears to believe that selling council owned land to CHPs will result in
more affordable housing. This is misguided, as these companies usually do not
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have the structures in place to undertake their own developments. Instead,
they purchase from developers.

The paper goes on to say that CHPs are the solution to affordability but
contradicts that position by admitting that rising costs are making it harder for
them to compete. If CHPs “can often deliver up to 20% more affordable
housing homes for the same cost”, it is not clear why they would be unable to
compete.

Ultimately, whether private developer, CHP, or government agency, if the costs of
delivery are too high, affordability is a pipedream.

Social housing

The paper reports that social housing has decreased as a proportion of all private
housing from 9.7% to 7.6%.

This is a misleading statistic — the lower percentage is of a larger amount of stock,
meaning that social housing has grown, just not as quickly as market housing.

Trying to get the National Housing Accord to establish a target for social housing
would be pointless when councils such as the City of Sydney are nowhere near their
existing Accord targets.

The paper talks about getting residents into social and other forms of housing, but
there is no discussion about how to get people back into the private market.

A policy paper that only looks at the supply side of affordable and social housing
without looking at how people can be supported to stand on their own two feet is
simply brushing the problem under the rug.

Co-living, non-private housing, build-to-rent

Urban Taskforce agrees that co-living and non-private housing should be included in
National Housing Accord tallies.

We believe that this oversight — the result of bias on the part of bureaucrats - means
that the housing supply statistics are being misstated.

We also support build-to-rent development, which provides alternative investment
models for companies that can be used to support the rental market.

However, we would caution against the quoted proposed reforms to rental laws.
While they may be seen to support renters, in reality they risk deterring investors from
making properties available, reducing the overall supply of rental stock.

Apartment regulation

Council should not specify what housing is delivered but should allow industry to
cater to the market.

The requirement for 20% of new apartments to be 3+ bedrooms may create more
expensive properties.

Developers are acutely aware of market needs and work to meet them, in order to
maximise the appeal of their projects. Prescriptions based on modelling of future
populations, but that have nothing to do with actual market demand, risk creating
empty apartments that cannot be sold or rented.
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The same goes for requirements for compliance in all cases with the ABCB'’s Livable
Housing Design Standard.

The statistic quoted — that at some point 60% of homes will be occupied by a person
with a disability and 90% will have a visitor with a disability or injury —is based on an
unreferenced claim made in a submission by the Australian Network for Universal
Housing Design — no research was provided, no data given, it is a number plucked
out of the air. Using this as a source for this policy discussion paper is lazy.

Apartments should be able to be adapted, but they should not have to be
designed to suit the needs of people who are not purchasing them on the basis that
somebody may need certain features in the future. This is an inefficient and costly
approach to addressing community needs. Minimum apartment size controls should
be removed. Let the market decide and help make housing in the Sydney LGA
more affordable. This has proven to be tremendously successful in the CBD of the
City of Melbourne.

Conclusion
Urban Taskforce Australia appreciates the opportunity to respond to Housing for All.

While our members seek to deliver affordable housing, it is increasingly becoming
difficult to deliver, due to excessive requirements set by council and a lack of
understanding of the need for feasibility.

We seek to be constructive and acknowledge the city’s efforts in this space prior to
its recent increases in mandated affordable housing contributions. The focus on the
precincts targeted for growth is both constructive and appreciated.

We agree that high construction costs hinder development feasibility, but these are
not the only cost we face. Many of the array of taxes, fees, and charges and
conftrols are applied by Council and impact on housing supply.

Should you wish to discuss any aspect of this submission further, please contact our
Head of Policy, Paul Waterhouse, on 0411-875-366 or via email at
paul@urbantaskforce.com.au

Yours sincerely

Tom Forrest
Chief Executive Officer
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