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EXECUTIVE SUMMARY

Urbis has been engaged to assist in the affordable housing evidence base for the Arden Urban Renewal
Precinct by assembling a research base to inform options for delivery. This is a two-fold, staged exercise that
looks to provide a source of information for precedential policies, strategies and legislation both nationally
and around the world, and also give context to the financial feasibility constraints of different levels of
affordable housing delivery. Each report contains the following:

e Report One: Affordable Housing Research Base - Preparing a detailed research exercise that
explores the options for delivery, considers pros and cons and shortlists the ones for detailed
feasibility testing — including setting out a strategy of how to test them and ensure they can be
delivered. This will provide an evidence-base in pursuit of the preferred options.

e Report Two: Detailed Feasibility of Options for Arden - Undertaking detailed feasibility testing on
the preferred options within the context of the development economics applicable in Arden to
understand their potential application in practice.

This report is the first of the two research reports regarding Affordable Housing options to inform the Arden
Affordable Housing Strategy. It is structured as follows.

The first section outlines the emerging policy context to provide context on what is needed, what has been
delivered previously and what is possible to be delivered. This is structured to begin with national and global
Urban Renewal Precinct examples before moving to State level policies and precedents, the City of
Melbourne historic and upcoming affordable housing strategies, and finally investigates the priorities and
inputs of key stakeholders. This initial research forms part of the assumptions that will be brought forwards
into the feasibility analysis and provide general context as to the capabilities and constraints of the current
planning system.

The second section brings together the potential methods of delivery and, more broadly, ways of bringing
together an effective affordable housing strategy. It begins by taking a closer look at the mechanisms and
steps required to enable the delivery of affordable housing. Research here is less concerned about the
capacity of local policies, legislation, and precedents in delivery of affordable housing, but rather how
impactful have overseas solutions been in achieving delivery and how could these be brought into the
context of Arden. Many studies of mechanisms such as inclusionary zoning and community land trusts were
either little tried or not legislatively possible in the current market and planning context of Arden. However,
they provide focus areas for further investigation, as many were successful in bringing about delivery to
levels above what has been previously observed in Victoria and in line with the target for the Arden precinct.
The section concludes with steps on how to structure and prepare an affordable housing strategy that is well
grounded in research and cognisant of all interrelated actors in the process.

The third section reflects on the policies and precedents outlined in the prior two sections to inform a set of
potential broad delivery outcomes. Using total yield estimates supplied by the VPA & City of Melbourne it
looks at the quantum that would be delivered given different percentage requirements, absent of any
legislative or market constraints. It is evident from this and from what has been informed from the research
that State land could be very important in increasing the level of affordable housing that can be delivered at
Arden. This is the case both given the relative scale of this space against what is privately owned, and
regarding what has been achieved before in precedential examples on government owned land. Whilst it is
not appropriate to test this, since many of the enabling mechanisms are currently untested or not legislatively
possible in the current planning environment, it does again highlight a need to look into innovative options
over State land. Moving forwards, assumptions are detailed for the feasibility section. This is undertaken as
per consultations with the VPA & City of Melbourne and considers current market and planning conditions.
As such testing here is based on Section 173 agreements being the delivery mechanism, and percentage
delivery is limited to this scope.

Across the two reports, we conclude with next steps towards an Arden affordable housing strategy. The
target of 6% on privately held land can be (if not uniformly) achievable up to 50% gifting according to the
feasibility report. However, the feasibility highlights the variance between different sites regarding feasible
outcomes as each site tested yielded an opposing result. Equally it highlights the limitations of current
traditional methods of delivery in pushing towards the Arden target of 15% delivery on State owned land. In
this way further research into delivery on State land will assist to round out the strategy and make strides
towards the overarching target. This is especially the case given the funding and focus emerging in the Big
Build, with more funding for social and affordable housing, including on government land and in collaboration
with the community housing sector.

URBIS
DRAFT REPORT STAGE 1 - MARCH 2021 EXECUTIVE SUMMARY 1



INTRODUCTION

The purpose of this report is to provide evidence that informs the Affordable Housing Strategy for the Arden
Urban Renewal Precinct. Consideration of the delivery of Affordable Housing as part of regeneration of the
Arden precinct is complex. To do justice to the study, a staged approach has been undertaken to establish
the fundamental challenges of Affordable Housing delivery prior to testing the feasibility of outcomes. These
will be used as evidence to inform the VPA and City of Melbourne in formulating an Affordable Housing
Strategy.

We have therefore put forward below an in-depth analysis of the options for delivery across two distinct
phases of work that Urbis can offer:

= Affordable Housing Research Base

Preparing a detailed research exercise that explores the options for delivery, considers pros and cons
and shortlists the ones for detailed feasibility testing — including setting out a strategy of how to test them
and ensure they can be delivered. This will provide an evidence-base in support of the preferred options
to test.

= Detailed Feasibility of Options for Arden

Undertaking detailed feasibility testing on the preferred options within the context of the development
economics applicable in Arden to ensure they can be applied in practice or indeed understand key
thresholds and pressure points.

The remainder of this report is set out as follows:

1. Emerging Policy Context

2 Delivery Options Framework

3. Indicative Spectrum of Deliverability
4 Feasibility Testing

5 Next steps

Attachment 1 Literature Review & Desktop Research

Note: Evolving Policy and Market Context

At the time of completing this report, the global COVID-19 Pandemic is changing the dynamics of individual
households, government policy and development economics. Changes in these will continue to evolve as the
impact of the pandemic works its way through the system.

URBIS
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SCOPING DEFINITIONS

Affordable Housing

On June 1, 2018 the Planning and Environment Act 1987 (the Act) was amended to include the objective ‘to
facilitate the provision of affordable housing in Victoria’, which represents the first step taken by the Victorian
State Government to actively encourage the delivery of affordable housing in the private sector through the
planning system. A dwelling is classified as ‘affordable’ if a lower income household is paying less than 30
per cent of their income on housing costs and is appropriate in terms of location, tenure, size, amenity and
integration. Eligibility for affordable housing is primarily dependent on having very low, low of moderate
income.

Affordable Housing programs operating in Victoria which are supported by State Government include: social
housing, affordable rental housing, and shared equity home ownership.

Below Market Affordable Housing

Housing provided at a discount to market to households that meet eligibility criteria for income brackets as
defined by the Planning and Environment Act. To maintain its charitable taxation status, a Housing Agency
must offer a minimum 25% discount on rent.

If owned by a Registered Housing Agency, affordable rental housing may be provided on a long-term basis
or could otherwise be for a set period of time, such as dwellings rented under the National Rental
Affordability Scheme (10 years).

An affordability test applies, with rent expected to be set at either a discount to market or no more than 30%
of a household’s gross income. Ownership options include a Registered Housing Agency, another entity or

individual purchaser. Regardless of ownership, management should be undertaken by a suitably regulated

entity, preferably a Registered Housing Agency.

Social Housing

Rental housing owned or managed by the State Government (public housing) or a Registered Housing
Agency (community housing). Government published Social Housing income eligibility and asset threshold
requirements set eligibility, with households registered on the Victorian Housing Register.

If agreed upon via planning negotiation, the expectation is it will be owned and/or managed by a Registered
Housing Agency. Generally, rent for dwellings managed by Registered Housing Agency is set at a maximum
of 30% of household income plus Commonwealth Rent Assistance. Social Housing provides a significant
level of assurance of long-term tenure for tenants, generally providing housing ‘for life’.

Shared Equity

A shared equity scheme involves a home buyer sharing the capital cost of purchasing a dwelling with an
equity partner, meaning the buyer can enter the market sooner with a lower initial deposit and lower ongoing
housing costs.

Typically, the buyer borrows between 70% - 80% of the property cost, whilst the balance of the capital or
‘social equity’ is provided by either a government grant, land contribution or a developer contribution (in
cases where a voluntary negotiation occurs with a developer). On the future sale of the dwelling by the first
purchaser, the proportional equity provided at the start (i.e. 20% — 30% of market value) is repaid based on
the property’s (future) market value.

In a planning negotiation the landowner would meet the land and development costs with the purchaser
paying the agreed (reduced) proportion of market value at settlement. The difference between the market
value and the amount paid by the purchaser is the ‘social equity’ that is then secured and eventually repaid.
The landowner does not receive a return on their contribution, rather the social equity is reinvested in
accordance with an agreement between the social equity holder and the Council, generally within the
respective municipality.

Shared equity requires an appropriately regulated arrangement to be put in place to source an eligible
purchaser and for the social equity to then be appropriately secured and captured on future sale. The State
Government is piloting a shared equity program where the State is providing the social equity.

URBIS
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Affordable Housing Eligibility

For the purposes of the definition under the Act; Very low-income households are defined as households;
earning less than 50 per cent of the gross median household income; Low income households are those
earning less than 80 per cent of the gross median household income; and Moderate income households are
those earning less than 120 per cent of the gross median household income.

Eligibility for each is set by the State Government using income and asset tests. The income brackets are
updated annually. Affordable Housing should be priced (whether mortgage repayments or rent) so these
households are able to meet their other essential basic living costs (generally no more than 30 per cent of
income) and be ‘appropriate’ for the household’s needs. Social housing eligibility is defined by household
income brackets, together with an asset tests and proof of identity to confirm both Australian citizenship /
permanent residency, as well as Victorian residency. Priority selection for social housing can occur
depending on personal circumstances. Affordable housing eligibility is determined by the household income
brackets as well as an application via a Registered Housing Agency is required in order for a household /
individual to be assessed against eligibility criteria and considered for affordable housing.

Affordable Housing Ownership & Management

The end recipient and/or manager of any affordable housing product delivered because of planning
negotiation will either be a Registered Housing Agency or a Shared Equity (Affordable Home Ownership)
Facilitator.

Registered Housing Agency

A Registered Housing Agency is a not-for-profit organisation with a purpose to own and/or operate housing
for lower income households (i.e. social housing or other forms of affordable housing). Agencies must be
registered by the State Government appointed Housing Registrar as either an Association or a Provider. A
range of performance standards and reporting obligations apply to agencies, which are strictly regulated by
State Government and the ATO.

Agencies have clear and efficient systems in place to determine household income eligibility and the
allocation of properties with regards to social objectives and conditions of grant funding, often with exclusive
access to funding opportunities (for instance the Social Housing Growth Fund). They are the State
Government’s preferred management outcome to facilitate social housing growth and as such, are well-
versed in partnering with both State and Local Governments, as well as the private sector, assisting
significantly in securing investment and delivering viable affordable housing outcomes.

There appears to be an expectation that a Registered Housing Provider will be involved either as a
developer, manager or owner. However, this is not a mandatory part of the current controls for affordable
housing. Currently there are 10 registered Housing Associations and 29 registered Housing Providers in
Victoria.

Shared Equity Facilitator

The shared equity home ownership program, BuyAssist, allows lower to moderate income households with
limited capacity to borrow funds, to purchase a dwelling through an affordable purchase arrangement.
Ultimately, this option frees up affordable rental housing for lower income households to access.

Affordable Housing Delivery

Mechanisms for delivering affordable housing are planning led responses to facilitate the provision of
affordable housing on private and government held land. These are varied in nature and at which level of
government that they can be created, however there are several broad types of responses that are seen
around the world.

The method and quantum of delivery is what is being investigated throughout this report, with the inherent
need for housing from a ‘Capacity to Afford’ standpoint being balanced by both the suitability and
effectiveness of different delivery mechanisms within precedential usage and surrounding policy constraints,
and the financial feasibility of different extents of delivery.

URBIS
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. EMERGING POLICY CONTEXT

This section summarises the key relevant housing policy context from local to state level that impact the
affordable housing outcomes in Arden.

Section 1.1 focusses in on Urban Renewal Precincts from around the world to draw inspiration from what
has been effective within this context in driving affordable outcomes.

Section 1.2 gives guidance at the State level as to what is being done to enable affordable housing so far
through various frameworks and housing strategies created in the last five years. The precinct must first be
permissible at a State level and then align with local council strategies.

Section 1.3 moves inwards to look at the how the need for affordable housing has been quantified by the
2019 SGS Housing Needs Analysis along with the current and proposed affordable housing policy climate
within the City of Melbourne.

Together this will inform the yield analysis and assumptions that feed into the analysis of the financial
feasibility impacts that different proportions of affordable housing could have in Arden.

URBIS
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1.I.  URBAN RENEWAL STRATEGIES

1.1.1. Arden Urban Renewal Precinct

Arden Urban Renewal Precinct amounts to around 50 hectares of predominantly industrial land two
kilometres north-west of the CBD. It is “strategically placed to be an innovation precinct with a focus on
technology, life sciences, health, and education sectors” given the incoming Arden Metro Train Station,
vicinity to the city and other key nodes such as the Parkville NEIC with University of Melbourne and the
Royal Melbourne Hospital. Currently it is predominantly occupied by low density commercial, residential and
industrial uses, centred around the Arden Football Ground that is home to North Melbourne Football Club.

Originally identified as a State significant Urban Renewal Precinct in the Plan Melbourne 2017-2050
document, in July 2018, the Victoria Planning Authority VPA released the final Arden Vision. The Vision sets
out state and local governments’ concepts for the renewal of the Arden precinct and identifies the priorities
that will guide the future planning of the precinct. The Vision outlines a plan to transform Arden into a major
employment and residential destination, accommodating 15,000 residents and more than 34,000 jobs by
2051.

There are eight competing directions for the Arden Vision 2018 that will all be incorporated into the precinct.

Transforming Arden

Designing a Distinctive Place
Embedding Sustainable Change
Accommodating Diverse Communities
Prioritising Active Transport

Investing in Community Infrastructure

Celebrating Water

©® N o g b~ w b=

Creating Diverse Open Spaces

Within Direction 4, Accommodating Diverse Communities, there is an action to “support a mix of housing
tenures including private rental, purchased, affordable and social housing”.

= “The renewal of Arden is a valuable opportunity to provide high quality affordable housing close to jobs,
services, transport and the CBD.”

= “Arden will cater to a diversity of households across a range of ages and incomes and address different
needs with affordable housing. New homes will be well-designed, accessible and sustainable.”

The focus on affordable housing will see:

= “At least six per cent of new residential development delivered through mechanisms such as community
housing or shared equity.

= Upto 15 per cent of new housing made available as affordable housing where City of Melbourne-owned
land is redeveloped.”

The precinct is predominantly in private ownership, with privately held parcels distributed throughout the
future precinct. There is also a large government land holding. This is shown in map 1-1 below. With this in
mind and with reference to the eight directions shown above it is important to note the balance of interests
and targets that will be needed to occur whilst also striving to deliver affordable housing.

URBIS
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Map 1- Arden Urban Renewal Precinct Ownership
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1.1.2. Exemplar Urban Renewal Strategies

Around Australia there are some exemplar strategies that have been employed to deliver affordable housing
with urban renewal precincts specifically. These will help inform the mechanisms that are most likely to make
a positive impact within Arden.

Three key sites are described below. Following this we express the key take outs for Arden.

Domestic

= Bowden, Adelaide

Bowden is Adelaide’s first high-density urban renewal project, around 2.5km from the Adelaide CBD
that began in 2011 and is expected to be complete by 2025. This precinct has been designated to be
within an Affordable Housing Overlay, mandating at least 15% affordable housing provisions in
significant new developments, 5% of which is to be for high needs groups.

This unique ability to impact significant new developments in this way has been possible within the
South Australian Development Act for 16 years, created at the state level through the 2005 Housing
Plan for South Australia but implemented by local government areas within their strategic plans.
Significant new development can be one or more of areas that are major developments (as defined
by the Planning Minister) that have a residential component, will as a result of rezoning have a much
higher potential residential yield, or residential development on large, surplus government land
holdings. Bowden as a government owned, former industrial site meets the latter two criteria.

The agreement on Bowden was for 15% of a total 2,400 dwellings to be affordable. Given the land is
owned and managed by the state government and has gazetted this requirement early in the
development of the precinct, the intention is for land purchase prices to be moderated by private
developers to enable the delivery of affordable dwellings.

It is also worth noting that the overlay has sometimes not led to the target delivery of 15% due to the
wording of the facilitation in the act, saying that affordable housing “should” be delivered rather than
“has to” be delivered leading to many disputes.

One current project that has successfully produced affordable housing is the Bowden B Apartments
by Investec, which look to provide accommodation to local key workers. Under the scheme, key
workers who earn a moderate income between 80 — 120% of the gross annual median income would
be eligible to rent a unit for three years at 75% of the market rent and are then able to purchase at
the end of this period. They have also partnered with Community Housing Limited to manage these
dwellings over the rental period, unlocking benefits that can be accessed by charitable organizations
such as Commonwealth Rent Assistance to cover the gap in rent. Of the 32 dwellings produced
under this tenure, 29 have entered a contract to purchase at the end.

This was a precedential development that has since eventuated in the capacity for Renewal SA to be
exempt from competition law and enable them to directly enter into arrangements with developers
themselves due to the public benefit that will be derived from the affordable housing delivery. Within
this there are a series of delivery methods such as ability to incorporate minimum proportion of
affordable housing allocation, not sell a property due to their eligibility for an affordable dwelling or
ability to fix maximum sale and rent prices.

= Ultimo Pyrmont, Sydney

8

As part of the renewal of Ultimo & Pyrmont in 1994 there was a target for 1.1% of development floor
area to be made as affordable housing, amounting to an equivalent target of 600 affordable dwellings
across 20 — 30 years. If deemed infeasible to make a direct contribution a development would
instead make a cash-in-lieu contribution so that affordable housing is delivered elsewhere within the
City of Sydney.

To ensure delivery, the NSW Government established the City West Affordable Housing Program to
ensure affordable outcomes and manage all cash-in-lieu contributions. The success of the not for
profit provider in Ultimo Pyrmont meant that it was invited to help with a similar project in Green
Square and now operates all throughout the City of Sydney.

URBIS

EMERGING POLICY CONTEXT ARDEN - PHASE 1 REPORT_VPA & CITY OF MELBOURNE_ MARCH 2021



Government funded, in this case initially, housing organizations like City West Housing are very
common in London for example and are useful for localized responses to affordable housing issues.
It helps to ensure housing meets the need of the city and remains located in the city.

= Perth City Link, Perth

The Perth City Link Project is the urban renewal of land currently occupied by the Perth City Link that
is proposed to be sunk underground. This will create 13.5 hectares of space for redevelopment
opportunities including affordable housing outcomes. The project is being led by the Metropolitan
Redevelopment Authority and is owned by the State Government.

The Metropolitan Redevelopment Authority currently targets 12% of all new dwelling in developments
of 10 dwellings or more to be affordable within targeted areas of renewal or growth, with localised
inclusionary zoning measures employed. Perth City Link is no different with a target of between 10 —
15% affordable dwellings to “increase the opportunity for a variety of family types to live in the city
centre”.

Affordable dwellings here refer to either a cash in lieu payment or shared equity, owner occupier
products. In this arrangement the prospective purchaser will enter an arrangement with the MRA or
any other housing provider nominated by the MRA. This seeks to leverage the successful Keystart
Home Loans initiative from the WA State Government that provides “low-deposit home loans to
Western Australians who were unable to meet the deposit requirements of mainstream lenders” (WA
Department of Communities, 2019). This is available for both singular or shared equity home loans
and since 1989, around 100,000 households have utilised the program.

International

= West Don Lands & The Canary District, Toronto

URBIS

On the site of a former railyard, West Don Lands is a 32-hectare urban renewal site was gazetted in
2005. It is being managed by Waterfront Toronto, one of a suite of government organizations looking
to revitalise the waterfront regions of Toronto. The Canary District is an 18.5-hectare subset of the
wider West Don Lands.

Across several sustainable and socially oriented targets for the precinct the Toronto Housing Plan
(2010) specifies that there will be a target for 20% of housing will be affordable rental housing in
West Don Lands. This means that out of an estimated 6,000 dwellings there will be 1,200 affordable
rental units. This requirement reflects the later established inclusionary zoning requirements for
condominium projects in strong market areas (see Appendices - Toronto).

In the Canary District, one example of an affordable development can be found at 589 King Street
East, a development by the non-profit Toronto Community Housing Corporation. In total, 243
affordable rental units, 47% for families and 53% for seniors & singles, were built which equates to
about 17% of total stock in the precinct currently. Affordable rental here was determined at 80% of
market value, held and managed by the community housing provider. This has the district at 17%
affordable housing, just below the target set in the Toronto Housing Plan.

Whilst the precinct saw development just below the 20% target in the first decade of its development,
there are currently several projects in the pipeline that have specified up to 30% of its units will be
affordable, such as Block 8 by DREAM, Kilmer Group & Tricon. These affordable units, amounting to
approximately 233 units, are to be mixed ‘salt and pepper’ style across three towers.

This development is on a parcel of land that was held by the State of Ontario who led the project as a
proposal. The success and added affordable take up of this project have been attributed to clarity in
the tenure, affordable mix and affordable unit pricing such that proposals would all have the same
targets and outcomes from a delivery standpoint, but would be actively competing to meet the other
targets of the precinct.

Incentives provided for the above include removal of some property taxes, multiple development
levies and permit requirements. The term of these units is to be 99-years and the above property tax
exemptions is the same. Affordable rentals are to be held and managed by the developers, not
transferred to an affordable housing provider. Whilst not noted here, this is could be partly due to the
ease of building management with one owner compared to multiple.
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= Ocean Estate Regeneration Project, London

— In 2010, Ocean Estate in Stepney was placed as a priority area for Urban Regeneration as within the
10% most deprived estates in England according to a number of metrics. East Thames Limited, an
established housing association and charity in London, won the bid to undertake the project that in
total involved the refurbishment of 1,200 dwellings and the construction of 819 new dwellings that
were mainly social & affordable rentals alongside a small amount of shared ownership or shared
equity arrangements.

— The construction of new dwellings was 80% funded by two branches of government, primarily the
Homes and Communities Agency, and added to by the New Deal for Communities Program that was
specifically established for Urban Regeneration projects like seen here. The remaining 20% was
funded by East Thames Ltd through a mixture of equity and debt finances. Refurbishment of
dwellings was funded in similar parts by contributions from the local council and land purchases from
East Thames Ltd and Bellway Homes, a secondary developer.

— East Thames Ltd remains the responsible authority for tenancy and property management over all
the new build properties that include private, affordable and social rentals. When private and
affordable or social housing are within the same apartment buildings, they are separated by separate
lift cores. This has been noted to be due to ease of management and in response to higher rates of
service fees being charged for private rentals.

— However, apartment complexes do share a common courtyard in all developments, and issues from
both a tenant and management level have not arisen based on this but rather when there has been a
mixing of housing occupants e.g. equal part large families and single people.

— Of the new developments, the final mix was 48.5% affordable housing, 36% of which was social
rental, 9.5% shared ownership and 3% shared equity, and 51.5% private housing, 44% owner —
occupier and 7.5% privately rented.

= Equitable Transit Oriented Development Program, Seattle

— Supplementary to a large investment in regional transit infrastructure in Seattle, Transit Oriented
Development seeks to promote the development of medium and high-density dwellings around
transport nodes with a focus on implementing affordable and social housing targets. This has been
achieved by what has been coined ‘upzoning’ underutilised parcels of land around transport nodes to
allow for greater development if developers provide affordable housing within their developments.
Paired with mandatory inclusionary zoning requirements, uptake of the scheme has been successful.

— An example of this is at Northgate Park-and-Ride, a car park adjacent to Northgate Metro Station in
downtown Seattle that is owned by the City of Seattle. They set up a Request for
Qualifications/Concepts from developers that would provide 200 units of subsidized affordable
housing, serving households earning 60% or below area median income for a period of 50 years,
with a minimum of 10% of these going to very low income earners below 50% AMI. This has been
taken up by Capitol Hill Housing from Seattle and BRIDGE Housing Corp from San Francisco.

1.1.3. Key Learnings — Urban Renewal Precincts

Most examples look to take value from the rezoning or ‘upzoning’ of land and redirect it towards affordable
housing delivery as their primary mechanism, given the relatively substantial value that could be added in
urban renewal precincts specifically as many are previously restricted to industrial or otherwise low density
uses.

Projects in London and Ultimo / Pyrmont in Sydney established non-profit housing companies as a type of
special purpose vehicle to capture this value and deliver further housing from cash in lieu contributions. This
has shown to be effective in delivering housing in these areas and has also been able to expand to other
council areas in the case of City West Housing in Sydney. Special Purpose Vehicles are also eligible to
apply for funding from the National Housing Finance and Investment Corporation as of August 2018.

Clarity and early notice for delivery requirements is a common theme in the success of the precincts in
addition to significant use of government land.

Mixing of tenants was not seen as an issue from a resident standpoint in the London project, however it was
noted that it is easier to manage separated towers than ‘salt and pepper’ mix.
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1.2.  STATE GOVERNMENT POLICY

1.2.1. Current State Affordable Housing Measures

For affordable housing, the State Government oversees setting property taxes such as stamp duty and land
tax, and interrelatedly concessions and incentives around these taxes, as well as the building and
management of public housing, or the funding of community housing providers to do this. They also have an
advisory role in providing frameworks and thought leadership from which local council can guide their own
policy direction and strategy.

Below are the key documents which frame Victoria’s affordable housing strategy:

= Plan Melbourne 2017-2050 recognises the critical need to increase the supply of affordable housing,
including a five-year implementation plan which sets out key actions to increase the supply of Social and
Affordable Housing and provide greater choice and diversity of housing, including:

— Utilising government land to deliver additional affordable and social housing.

— Streamlining decision making processes for social housing proposals to reduce holding costs and
increase certainty.

— Strengthen the role of planning in facilitating and delivering the supply of social and affordable
housing.

— Create ways to capture and share value uplift from rezoning of land.

= ‘Homes for Victorians: Affordability, Access and Choice’ (2017) is the State Governments Housing
Strategy, which sets out a range of key initiatives that are being implemented, including:

— The redevelopment of public housing assets.

— Provision of funding and low-cost finance for Registered Housing Agencies to support purchasing of
affordable housing dwellings delivered via planning negotiations; and

— Sale of underutilised State Government land with an associated affordable housing requirement for
redevelopment.

= |n 2018 the Planning & Environment Act changed to facilitate supply of affordable housing
through the planning system and to provide a framework that allows innovative and flexible
approaches to agreements and delivery of affordable housing. This included creating a definition for
affordable housing and adding an objective to “facilitate affordable housing” within the act.

= Further to the above, there have been several changes in planning schemes to allow for section 173
agreements in the planning permit stage to enforce a proportion of affordable housing within private
developments. Councils such as Hobson'’s Bay, Port Phillip and the City of Melbourne have all sought to
use this measure to create affordable outcomes. The benefit of a Section 173 Agreement is that it can be
recorded on the title to the land so that the owner’s obligations under the agreement bind future owners
and occupiers of the land. This agreement could lead down several different affordable delivery options,
such as:

— Gifting or discount of a specified number of dwellings to government or community housing provider.
— Cash in Lieu of provision if it is deemed financially unfeasible to provide affordable dwellings directly

= We note that at the end of 2019 there was a Ministerial Advisory Committee meeting to discuss
affordable housing delivery in Victoria. Given this has not been released for use in this study,
recommendations for delivery in this report must come with being flexible to react to what comes out
from that along with wider fluidity in policy arising from the global pandemic stimulus efforts.

1.2.2. State Panel Hearings

There have been several significant sites by scale and influence to undergo a process of redevelopment or
renewal on which the Victorian Planning Authority has been engaged to provide advice and guidance
through panel hearings. This works to ensure recommendations for each site are consistent with State
planning policy and strategic direction. The resultant outcomes form precedents that could be brought into
Arden.
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East Village

Once an important 25-hectare site hosting the Virginia Park Business Centre and some adjacent small-scale
industrial & commercial properties, East Village in Bentleigh East has seen a reduction in businesses in the
past 20 years, particularly manufacturing businesses that have relocated to the urban fringes. With the
significant scale of the site within a well-connected area, Glen Eira Council have begun working with the VPA
and the landowners to form a precinct structure plan for East Village such that it regenerates into an
“environmentally sustainable and innovative mixed-use area with a focus on employment and education”
(Glen Eira Council, 2019).

Given the rezoning of the precinct would in some areas enable up to eight stories and create a significant
value-add, there is a requirement for 5% affordable housing across an initial limit of 3,000 dwellings to be
developed by the three landowners via a Section 173 agreement. The terms of the section 173 agreements
are for 2.5% to be produced before the first stage of around 1,500 dwellings are constructed, and then a
further 2.5% produced before the second stage of over 2,000 dwellings is constructed. As part of the staging
one landowner, MAKE, is developing all the affordable dwellings in stage one, taking on a larger share of the
affordable housing output following private negotiations with the other two landowners. MAKE will receive
direct monetary compensation for doing this from the other two landowners who will instead equally share
the delivery of affordable housing in stage 2.

This demonstrates a scenario where innovative private negotiations, noting that this much easier with only a
few landowners, and collaboration expediate the pre-construction process through making concessions to
match different preferences and needs.

Fitzroy Gasworks

The Fitzroy Gasworks site is a State owned site located on the northern end of Smith Street in the suburb of
Fitzroy North, around 2km to the north east of the Melbourne CBD covering over 30,000 sq. m of land area
with now defunct commercial and light industrial space. Between 2016 — 2017 Development Victoria
undertook a series of engagements with the community and key stakeholders and a key priority that came
out from this was for Affordable Housing provision.

In 2017 the site was referred to the Government Land Standing Advisory Committee and in July 2018 the
minister for planning. It was eventually rezoned to mixed-use from a mix of public-use and commercial 2
zones with a gazetted requirement for 20% affordable housing provision as per the Development Plan
Overlay schedule 16. A single, government owner certainly aided the high proportion of affordable housing
that will go here relative to other precedents around Australia, enabling the site to meet the competing needs
of the community, Yarra Council and the State.

Precinct 15, Altona North

Precinct 15 is a 67-hectare, ex-industrial strategic site in Altona North, part of Hobson’s Bay Council. It has
25 individual owners although the Precinct 15 Landowners Consortium (P15LC) owns a majority 82% of the
precinct. Following identification as a strategic site in the Hobson’s Bay Industrial Land Management
Strategy 2008, the land was finally rezoned to a Comprehensive Development Zone to allow the
development of 3,000 dwellings alongside some commercial and retail uses.

Within the initial Industrial Land Management Strategy affordable housing was included as a target for the
precinct, and this has been carried through to the Comprehensive Development Plan. Initially Hobson’s Bay
Council supported a gifting of 10% affordable housing as per their Affordable Housing Policy Statement
2016. However, the P15LC opposed this proposing a 5% affordable housing yield at a below market rate
should be adopted, given the 10% is “untested”. There was further rejection of this by the hearing panel who
pointed to a lack of state-wide policy framework to enforce the mandatory gifting of dwellings, so any
requirement would need to be a negotiation between both parties.

This resulted in a 5% target set out in the Comprehensive Development Zone, with dwellings transferred at a
discount to registered housing providers. Initially this discount was to be 20% off market value but was
increased to 25% following negotiation with Hobson’s Bay Council. To enforce this, it was written into the
Comprehensive Development Plan that any plans for subdivision in the precinct had to enter into “an
agreement under section 173 of the act that obligates the landowner provide for 5% of the total number of
dwellings permitted by the subdivision” (VPA, 2017).

West Melbourne & Fisherman’s Bend are discussed in section 1.3. related to City of Melbourne Housing
Strategy.
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1.2.3. Key Learnings — State Government Policy

Key strategic planning documents such as Plan Melbourne put a focus on affordable housing outcomes into
the near and extended future. Focus has been put on utilising surplus land for delivery, improving funding for
housing providers and management, and streamlining processes and innovative solutions to the challenge.

Currently the most enforceable method for affordable delivery within the State Government statutory policy is
via Section 173 agreements agreed to at the permit stage. Even though these are a voluntary measure
through negotiation, it can be made mandatory to enter a negotiation upon plan of subdivision as shown in
the panel examples at East Village and Altona North. This in theory will increase the likelihood of affordable
housing being delivered whilst not confirming it.

Panel hearings at East Village and Precinct 15 both had council and / or the expert witness panel
recommend a rate of affordable housing of 10% - 20% be adopted in each precinct, only for the final decision
to be between 5% (East Village) - 6% (Precinct 15). Common reasons for this are development feasibility
concerns with ‘overly onerous’ affordable housing requirements, lack of precedent within the State for a
higher rate, and capacity for non-mandatory, negotiated contributions to be successful at a rate above 10%.
Development Victoria’s Fitzroy Gasworks on the other hand is aiming for 20% affordable housing in the
renewal site. This is primarily a result of the site being developed by the State Government who are more
bound to community and needs outcomes than financial outcomes than the privately owned East Village and
Precinct 15.

1.3.  CITY OF MELBOURNE HOUSING STRATEGY

Local councils’ role in addressing affordable housing is largely through setting out the pattern of land use and
built form throughout the government area by using zones, overlays and policies. They also oversee the
planning permit process and restrictions / covenants within these, which is important to note given the
current reliance on section 173 agreements in delivering affordable outcomes. The City of Melbourne has a
leadership role in the Greater Melbourne area as the capital city region, so are important advocates for
change at the state and federal level. Importantly, they also have a large say in how council owned land is
used which is of relevance at Arden. We note however that ownership is spread across both the Local
Government and State Government.

Below outlines what is currently being done within the City of Melbourne to provide affordable housing as
well as the needs assessment from SGS and the housing strategy draft that has resulted from this, which will
inform future affordable outcomes.
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1.3.1. SGS Housing Needs Analysis

In 2018, the City of Melbourne engaged SGS Economics and Planning to undertake a Housing Needs
Analysis to assess the current and projected need for affordable housing in the municipality. The
assessment estimates the shortfall in social and affordable housing in the municipality as at 2016 and 2036
and establishes an appropriate target for Council’s housing policy. The report also discusses the various
means by which this target might be achieved and the impacts of different policy levers and mechanisms.

SGS estimates that the City of Melbourne currently has a deficit of around 5,500 social and affordable
housing units. Going forward, “if there is no addition to the City’s social and affordable housing stock, the
shortfall in these dwellings will grow to between 16,900 and 29,700 units by 2036 depending on the share of
metropolitan growth in affordable housing need which is assigned to the Melbourne LGA”.

With the gap established, SGS go on to consider what social and affordable housing provision target the City
of Melbourne could adopt. Two approaches to setting this target are examined: (1) is calculated as the gap in
demand after considering what other levels of government deliver; and (2) is based on precedents from other
local government policies.

SGS suggest Council adopt a target of 8,800 additional dwellings by 2036. This is still well below the need-
based target but is deemed realistic and achievable, taking a rate on the upper end of the precedent
assessed in the report, namely Ultimo/Pyrmont in Sydney,

SGS review an extensive array of policy levers and mechanisms available to Council to meet the municipal
affordable housing target. SGS consider the most achievable tool for achieving the target to be a non-
mandatory inclusionary zoning mechanism:

“Without pre-empting any future social and affordable housing strategy that Council might adopt, our review
of supply levers available to the City of Melbourne under current policy settings controlled by the State and
Commonwealth Governments suggests that the most effective approach for Council would be to:

= Extend the Fisherman’s Bend affordable housing target approach to all relevant parts of the municipality
and lift the ratio from 6 per cent to 10 per cent.

= Extend the principle of the Fisherman’s Bend floor area uplift for social housing scheme to all relevant
parts of the City. This would mean revamping AmC270 to require proponents exceeding a FAR of 18:1 to
provide social housing as the sole offsetting public benefit.”

Considering the 6% requirement has so far not yielded any affordable housing dwellings it is unclear how the
proposed 10% would achieve a different outcome. The reason given is that it will increase the “onus on
proof” that must be provided “should they not meet the nominated target”. They also look to have this fully
introduced through consecutive “ramping up” to 10%, leaving a shortfall in earlier years that could be
‘backfilled’ “via other mechanisms.”

The study also investigates how a mandatory requirement could impact the local property market. SGS’s
modelling focuses on the impact on residual land values to the extent that development sites would be
withdrawn. SGS performed an economic evaluation of mandatory inclusionary affordable housing, on a per
dwelling basis, using conventional cost benefit analysis as prescribed in the State Government state public
finance guidelines. On the cost side, the analysis considered dwelling construction costs, maintenance and
operating costs and reduction in RLV. The offsetting benefits included health cost savings, reduced domestic
violence, reduced costs of crime, enhanced human capital, worker retention, educational benefits, improved
community pride and social justice, retained cultural value, enhanced social capital and the gain in housing
services. All together it was estimated that for every $1 spent on affordable housing, $3 of net community
benefit is created.

Their analysis notes that, in terms of financial feasibility, “a target of up 10 per cent could be adopted without
distorting the local housing market”. The study indicates that “while some landowners will suffer a loss of
value in their property, mandatory requirements would deliver a strong net benefit for the whole community”.

SGS concludes that: “Assuming an affordable housing provision rate of 10% operated via some form of
mandatory requirement and further assuming an implementation ramp up period that sees this policy taking
effect from 2021, we have estimated that Council could deliver in the order of 4,300 affordable dwellings via
this inclusionary approach. The balance of the 8,800 additional units might be met via floor area uplift
mechanisms, direct investment or through Registered Housing Associations leveraging gifted stock to
acquire additional dwellings.”
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1.3.2. City of Melbourne Affordable Housing Strategy

This section outlines the existing and proposed draft housing strategies from the City of Melbourne.
Remaining informed of the targets and intentions of the Local Government Area the decision will in turn
assist to inform the solution at Arden.

Homes for People: 2014 - 2018

Homes for People 2014 — 2018 was the City of Melbourne’s most recent Housing Strategy. It sought to bring
a focus to the issue of housing the population of the LGA into the future given forecast population expansion.
It looks to assess and create some concrete goals for a defined period to expediate a housing outcome.
Overarchingly, the strategy positions itself to answer the following questions “How can we help deliver more
affordable housing while improving the design quality and amenity of new homes? How can we do this in a
way that meets the diverse needs of our residents, while still ensuring enough new housing is built for our
increasing population?”.

The strategy was driven first from a discussion paper in 2013 called Future Living that sought community
engagement on the housing situation for residents and where they believed there could be areas of
improvement. The community put an emphasis on declining housing affordability, as many pointed to
“insufficient affordable housing for vulnerable community members | poor access to affordable housing for
low income workers | rising costs of housing outpacing growth and inflation”. Residents also believed there
was a poor diversity of housing choices, with only investor led products with a small number of bedrooms
on the market and a “lack of resilience in housing stock”. Finally, there was an emphasis on housing being of
poor quality and amenity in the City of Melbourne about size, layout, amenity and environmental
performance.

Alongside this, precedential policy and academic research, the City of Melbourne concluded the following
about the nature of the housing problem that needs to be addressed in the LGA:

“Affordability means different things to different people”: The City of Melbourne looked to
define affordable housing is subsidised housing outside of the main housing market provided to
eligible households, eligible meaning being within specified low- or moderate-income ranges.
Similarly housing affordability refers to the measure of whether one does not have the capacity to
afford housing, quantified by the housing stress indicator or “when rent of mortgage payments
exceed 30 per cent of the gross household income for low and moderate income households”. Note
the specification of income, as paying over 30% of income to housing for someone with a high
income is assumed to be manageable by their relatively high residual income.

- “There is a need for more affordable housing (subsidised) in the municipality”: It was defined
that “only 6 per cent of available housing in the municipality was affordable to the lowest 25 per cent
of earners” in 2012, and “of this only 1 per cent was provided in the open market”. A factor driving
this was the fact that many low-income households were having to spend more to be in the LGA and
close to employment to avoid living in the outer suburbs “dependant on public transport investment
and vulnerable to petrol price increases”.

- “Tax structures favour homeowners and property investors”: a Grattan study found those who
owned homes on average received much greater benefits from the government through tax
concessions, incentives and direct subsidies than those who rent. This is both an issue of equity as
those who can only afford to rent will typically have a lower income and works against affordability
when an owner purchases multiple property to achieve greater tax benefits (negative gearing).

- “Our problem is not land supply”: land supply is often the ‘scapegoat’ for housing affordability in
inner city regions around the world such as London and Sydney. However, this cannot be applied to
the City of Melbourne as there are multiple opportunities for urban renewal and otherwise
densification or surplus land development.

- “High land value and construction costs are impacting affordability, housing mix and design
quality”: given supply of land itself is not the issue, City of Melbourne points to the high construction
costs and interrelatedly the high value of land slowing the ‘efficiency’ of development itself being the
main impacts on not only affordability but also mix and design. Land values are a factor of the high
amenity area compounded by the exponential growth of population in the wider GCCSA, many of
whom are demanding to live near to the CBD. Construction costs are high primarily due to the types
of land that are available in the city, areas like Arden that need a lot of remediation work, but also
lengthy planning times. To combat this the City of Melbourne suggest rezoning policies work to
capture the value and redirect this to neutralise added construction costs, and also provide greater
clarity within policies and development constraints, such that planning times are lowered from the
outset and reduce the risk that developers have to re-submit multiple changes on a proposal.
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“Development finance and viability are crucial to deliver new housing”: equally to the above,
driving supply of housing is more often than not the private market, who look to ensure a profit
“around 15 to 25 per cent” on every development. Changes that look to impact affordable housing
provision must be wary of this and ensure that the affordable housing mechanism does not create a
situation whereby development does not occur.

“Investors have a dominant influence on the (lack of) housing mix and quality”: Around 85% of
apartments in the LGA were purchased for investors at the time of the strategy. Investors drive
financial profit maximisation through demanding smaller products with high yields, both impacting
affordability and limiting the mix of apartments. Strategies need to account for promoting a mix of
products that will allow for owner occupiers.

Other key findings:

“Buying a home in the inner city is outside the reach of many households”

“High levels of housing supply isn’t delivering a good housing mix and social diversity in the
community”

“Quality, amenity and performance are decreasing while density is increasing”

“QOur lack of housing mix and affordability is impacting on long-term community building and
support for a vibrant cultural life”

Three key targets were derived from this background and brought forward into the Homes for People
housing strategy. These are listed below, expanded upon by what has been done since to meet them:

1.

“Help provide at least 1,721 affordable homes (subsidised) for low- and moderate-income
earners by 2024”

The basis for this target was to deliver from 15% of the units developed between 2016 and 2021 that
did not already have a permit. This was considered “comparable with other Australian state capitals”.
Affordable housing here should be managed by registered housing providers and within mixed
tenure developments, both in terms of rentals and purchaser products and ‘tenure blindness’
between what is an affordable home and what is a market home by design. Affordable tenure could
be social rented housing, affordable rented housing or, intermediate housing (rent and then buy or
shared equity schemes). The one mechanism put forward is the Community Land Trust model,
whereby land is held in perpetuity both retaining community benefit into the future and allowing for
cheaper land given one is purchasing or developing renting with reduced property rights.

To date this target has not been met. The reasons and issues around this are explored in section
1.3.3.

“Improve the design quality and environmental performance of new apartments”

Design quality and environmental performance waned as demand for space grew quickly without
proper apartment guidelines and specifications to adhere to. Since the trend for medium and high-
density housing is here to stay and will continue to expand, the City of Melbourne has made this
target to establish a set of guidelines that will ensure living standards aren’t further encroached
upon.

The Better Apartment Design Standards were subsequently formed and released the State
Government three years later in 2017, establishing a set of rules that must be followed for
apartments by bedroom type and more broadly for apartment developments to allow staple needs
like natural light into units.

“Foster a high level of awareness and knowledge around good housing outcomes”
This goal looks to hold the City of Melbourne accountable to continual engagement within the
community and similarly spreading their expertise on housing matters and outcomes to “show
leadership, provide direction and work collaboratively with all stakeholders and the broader
community to help achieve better housing outcomes for the City of Melbourne”.
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[Draft] Affordable Housing Strategy 2030

Following the SGS study, the City of Melbourne has developed a new municipal housing policy with the City
of Melbourne Draft Affordable Housing Strategy 2030. The Draft Affordable Housing Strategy 2030 proposes
the City of Melbourne’s policy and actions for the next 10 years.

The report works in some ways as a response and call to action of both the housing issues that have
accentuated since the Homes for People: 2014 — 2018 housing strategy and also the lack of affordable
housing that eventuated from this strategy. Reflecting on the current housing strategy and delivery system,
the City of Melbourne list the following learnings:

Current uplift incentives are inconsistent and are not delivering affordable housing.

Uplift incentives may compromise the planned design and density outcomes for individual sites and
the broader neighbourhood.

Opportunities to deliver affordable housing on larger development. Publicly owned land has been ad
hoc and produced limited stock.

Changes to the Victorian Planning and Environment Act 1987 related to voluntary agreements for
affordable housing were a step in the right direction but have had limited impact on the delivery of
affordable housing.

Affordable housing targets for new developments are not being met due to the voluntary nature of
affordable housing agreements.

Value capture opportunities for affordable housing have been missed when rezoning land in the past.
There is a need to commit to affordable housing requirements early and providing certainty around
these requirements.

Expanding from this to set up the report, three statements are provided giving the basis for the report.

“We have an alarming shortage of affordable housing”: The City of Melbourne have calculated a
total supply shortfall of almost 5,500 affordable homes across the city of Melbourne, that will grow to
23,200 by 2036 with no change. To address the shortfall approximately 1 in 5 dwellings will need to
be social or affordable. The shortfall has been posited to population growth, rental growth above
wage growth and lack of investment or inaction on delivery of affordable and social housing over
many years.

“Affordable housing is essential infrastructure... Addressing the affordability crisis is
complex and requires a cross government and cross sector approach”: Referring to the SGS
research establishing that $1 investment in affordable housing creates $3 worth of public benefit as
well as Infrastructure Victoria’s addition of Affordable Housing to its’ top 3 priorities for the state in the
next 30 years, the City of Melbourne stress the need for housing to be put on the same pedestal as
investment in other infrastructure such as public transport and roads from both state and private
sectors.

“Our focus is on affordable rental housing”: The affordable housing focus for the City of
Melbourne will specifically be concerned with rental housing and increasing the quantum of this
housing tenure typology, in reference to trends in housing tenure across Greater Melbourne and the
suitability of this tenure to affordable housing production given its’ financial accessibility relative to
purchaser products.

The resultant overarching goal is then to “increase the supply of appropriate, accessible and affordable
rental housing with the Municipality of Melbourne”. This is proposed to be achieved through actions
within five priorities:

1.

URBIS

“Deliver more affordable rental housing on City of Melbourne-owned land”.

Upgraded their affordable targets on council owned land from 15% up to 25%, potentially going
above this in urban renewal precincts. This is proposed to be achieved via partnerships with key
stakeholders and trailing of innovative housing models.

Actions include:

Committing a council owned site for a housing project to address homelessness.

Seeking funding through Victoria’s Big Build so that to enable the leasing of a site to a community
housing provider to provide long term affordable rental housing.
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2. “Advocate for systemic change and new and ongoing investment for better affordable
housing outcomes”.
Align relevant stakeholders, State, and Federal government with the above strategies to enable the
cross sectoral, cross governmental solution that was described above. This goal is considering the
limited capacity that the City of Melbourne must create change given their roles as a local
government and their funding relative to the State and Federal governments. Equally it points to
Victoria having the lowest investment in affordable housing out of all the states which is
compounding the lack of action at a local level; for the shortfall to be filled there must be more
investment at a State level.

Actions include:

- Advocating for a State level 10-year housing strategy with clear affordable housing targets and
actions

- Advocating for a review of the floor area uplift and delivery of public benefits clause (22.03) to either
remove the option to build commercial office space or give greater weighting to affordable housing
delivery.

- Advocating for a Federal, long-term housing and homelessness strategy that commits towards
systemic change in the housing market, as well as increased funding of the affordable housing
sector.

- Advocating for a special funding arrangement from the Victorian Government and Federal
Government to improve the level of social housing in the city.

- Advocating the private sector to deliver “innovative and diverse affordable housing options” such as
demonstrated by the Assemble Model and Nightingale Housing.

3. “Facilitate more affordable housing through the planning system”.
Noting that mandatory inclusionary zoning remains as “the most effective means of increasing
delivery of affordable housing through the planning system”, in the absence of this the City of
Melbourne is prioritising facilitating delivery through strengthening planning processes, policy and
resources.

Actions include:

- Developing a corporate policy to improve consistency and clarity around affordable housing
contributions within developments on private and public land.

- Review uplift incentives to explore how greater weight and clarity can be applied.

- Improving planning process efficiencies with assistance from the State government, which may
include processing affordable housing development on a priority list.

4. “Partner with governments, industry, peak bodies and the community to increase affordable
rental housing”.
Utilise strategic partnerships and dialogue between industry sectors to facilitate greater provision of
affordable housing, utilising the role as the capital city council area.

Actions include:

- Partnership with the Victorian Government to develop the Social and Affordable Housing Compact
(part of Victoria’s Big Housing Build)

- Investigate a special purpose entity to manage affordable housing contributions that could stretch
across multiple council areas or and the state.

- Partnerships with Aboriginal organisations to ensure appropriate affordable housing options are
available for Aboriginal people in Melbourne.

5. “Respond to the Covid-19 crisis with affordable rental housing”.
Given the large and sustained impacts of Covid-19, investment in social and transitional housing is
prioritised.

Actions include:

- Advocating for Federal stimulus funding for social and transitional housing

- Work with the Victorian Government to support the Big Housing Build, including identifying surplus
sites for development.

- Advocating for vacant properties to be head leased by the State government to provide affordable
housing.

- Develop a Key Worker 3000 affordable housing initiative with the State Government.
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Other points of interest are summarised below:

Urban Renewal

“Urban renewal areas present unique opportunities to substantially increase the supply of new
affordable housing. This is due to the extent of underutilised land available in these areas and the
opportunity Council has to shape these precincts as they are regenerated. In urban renewal areas
this is an opportunity to be ambitious on Government land to lead the market. On these sites,
consideration will be given to accommodating greater than 25 per cent affordable housing.”

Available Mechanisms to Stimulate Delivery

Value capture and density bonuses are considered important tools within urban renewal precincts
particularly, although must be done with enough foresight so that purchasers / developers can
incorporate these controls into their cashflows prior to purchase and also not compromise design or
density objectives.

Building on government land is stressed as there can be greater control over what is developed and
can create affordability from the land purchase price or lack of land purchase, if retained on
peppercorn lease, that flows into the unit rents.

Voluntary agreements such as section 173 agreements at the permit stage are considered useful
and certainly would enforce delivery if signed off on, but given their voluntary nature there is always a
risk that it does not get taken up, or, if it is written into the planning scheme for subdividing lots like in
West Melbourne or Fisherman’s Bend, that the proponent decides they are still financially better off
going to VCAT to appeal. Adding weight to this is the fact that “no voluntary agreements have been
entered into with landowners for the delivery of affordable housing in the City of Melbourne”.

Development & Management of Affordable Housing

URBIS

“Developers in the property market typically aim to achieve a fixed profit margin through the
construction and sale of housing. Where incentives and bonuses provided offset the cost of
delivering affordable housing to the community housing industry then affordable housing outcomes
will be feasible within their operating model.”. However, as raised above, there have currently been
no take ups of these incentives due to their voluntary nature. Even so the private sector is the
primary contributor to the housing market more broadly, so strategies that look to stimulate the
private sector will ultimately be the most effective in the current market. Types of development
mentioned to try and leverage the private investment also include the burgeoning Build to Rent asset
class for affordable housing, although it is noted that this would require the capacity to impact rates
and taxation that the Federal Government oversees, and the Nightingale or Assemble models.

The draft strategy outlines the potential for a trust that would specifically manage contributions for
affordable housing in the LGA but with potential to scale and reach across the GCCSA. The key
issues with it could be the inflexibility of trusts to adapt, scalability both financially and
organizationally, and the issues with government creating a self-benefitting entity within the National
Competition Policy, meaning a lot more effort must go into internal guidelines.

Much of the responsibility for management of affordable dwellings is placed with community housing
providers. The main limitation they find for CHO’s is difficulty to gain financing as they don’t receive
enough income to cover housing costs, most comes from government subsidies.
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1.3.3. Current City of Melbourne Affordable Housing Measures

As referred to above, over the past decade the City of Melbourne has created several mechanisms and pilot
projects to increase the affordability of the rapidly densifying capital city region. These have been in line with
what is possible to achieve within the overarching planning system and demonstrate several innovative
incentives and permit conditions that have been used to yield affordable outcomes.

However, it should be noted that whilst these mechanisms intended or targeted delivery, so far no
affordable units have yet been delivered within the City of Melbourne during this time. With that in
mind the key reasons why delivery has not occurred is addressed to ensure this is not replicated in the
Arden Urban Renewal Precinct.

Key decisions, pilots and mechanisms are listed below, with reference to map 1-2 created by the City of
Melbourne for all.

= Fisherman’s Bend

— Fisherman’s Bend is the largest Urban Renewal Precinct in Australia over 491 hectares, stretching
over two council areas, the City of Melbourne and the City of Port Phillip. Initial estimates at the
gazetting of the precinct in 2016 were for 80,000 residents and 80,000 workers in Fisherman’s Bend
over the next 35 years. The significance of Fisherman’s Bend meant that the State Government were
engaged to determine the best outcomes for the precinct.

— In 2018 the minister of planning released the resultant Fisherman’s Bend framework, which amongst
a series of recommendations for the precinct proposed a target of six per cent affordable
housing within all new residential developments for the urban renewal precinct. This is to be
held up across the Lorimer, Wirraway, Sandridge and Montague precincts although only the Lorimer
precinct sits within the City of Melbourne’s jurisdiction, the balance is within the City of Port Phillip.
This went against recommendations from the two council areas and a series of expert withess
statements who argued for between 10 — 30% affordable rental and social housing to be included to
meet the need for housing in Melbourne and align with the local council area targets. The minister
cited a lack of precedents going beyond 10% and that going beyond would be a potentially onerous
covenant on private development.

— Although not heavily detailed within the framework it is likely that this is to be delivered on the basis
that the uplift in value from the zone changes, combined with improvements in infrastructure and
surrounding amenity, will be adequate to more than cover this outcome. To maximise this, suitable
government sites are to be identified for higher rates of affordable housing. This will be enforceable
through section 173 agreements at the planning permit stage with a common outcome being the
gifting or sale at 35% discount of six per cent of dwellings to registered housing providers. Cash-in-
Lieu of direct delivery will be accepted although an affordable housing trust has not yet been set up
to accept this. An incentive put in place on top of the target was a density bonus incentive for the
addition of social housing beyond the six per cent agreement. The Social Housing Uplift policy
states that developments can increase their total yield in return for additional social housing provision
at a rate of 1 social housing dwelling per eight market dwellings added.

— Discussion around the implementation of the 6% were focussed on whether it should be mandatory
or voluntary. Expert witnesses further cited a potential mix of mandatory and voluntary measures to
achieve an assured base for delivery of around 3%. However, the minister for planning rejected
mandatory measures as they are not supported in the statutory planning framework and go against
the, at the time, recently passed Housing Affordability Act that puts emphasis on the use of section
173 agreements. Ultimately the discretionary guideline of 6% was included as local policy, in clause
22.27 of the Scheme.

— Looking reflexively at the framework, common issues have arisen on a site by site basis. One is that
because the rezoning of the precinct was completed in 2012 well before the above framework was
put in place, there has been proven to be little value left to be captured by an uplift in FAR or, more
generally, a greater amount of developer rights that could be directed towards affordable housing.
Further developers have found a lack of clarity in how the social housing uplift, and development
contributions more broadly, are calculated as well as what type of stock is required, increasing the
planning time and again reducing the amount of capital that can go towards affordable housing.

— Some examples of developments that have been having issues with the requirements are at Lilix - 51
Thistlewaite Street, South Melbourne, and 118 Bertie Street Port Melbourne.
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=  West Melbourne

— Bordered by the CBD to the east and North Melbourne to the north, West Melbourne is a strategically
located suburb of Melbourne that has historically been characterised by low density residential to the
north, akin to the terrace housing in the inner suburbs of Melbourne, and industrial around the train
line to the south and west.

— In 2018 a structure plan was developed by the City of Melbourne that looked to transform West
Melbourne with greater density of residential and commercial uses replacing primarily the industrial
sections and some of the low density residential. The State Government has been brought in to
weigh in on the structure plan in a panel hearing, give guidance on the future development of West
Melbourne and to allow implementation of the proposed land use and built form controls plan via
what would be Amendment C309.

— Regarding affordable housing the West Melbourne Structure Plan outlined an intention for six per
cent affordable housing to be targeted for the suburb, looking at capturing value from forecast
value uplift due to the gazetting of the West Melbourne Structure Plan. This is measured at 6% of
residential floorspace. Developers would be asked to gift, discount sale or provide cash-in-lieu
of dwellings; “provided to a Housing Provider at no cost or to be held in an Affordable Housing Trust
and managed for the sole purpose of Affordable Housing, unless otherwise agreed to by the
Responsible Authority.”

— The panel have supported this six per cent target as they agree there is a need for affordable
housing here, but also agree that this will not work to cover the quantum of housing needed as per
the City of Melbourne Homes for People 2014 — 2018 housing strategy. Rather, the six per cent is
accepted since it is consistent with the decision at Fisherman’s Bend and is not overly onerous on
the development feasibility of future development in the area as per the feasibility analysis conducted
for the hearing.

— Interrelatedly, issues have already arisen on permissible height and FAR that impact the underlying
basis for delivering affordable dwelling through up-zoning or value capture. Since previous controls in
the area stipulated a non-mandatory height limit, that many were able to successfully go well beyond,
the firm height and FAR controls set out by the structure plan has created a situation where many
lots were purchased at a price that factored in all the value that could have been captured
already. Whilst land speculation is inherently risky and shouldn’t necessarily exempt one from future
planning controls that impact the speculated value it will impact feasibility and ultimately overall
supply of dwellings as the market adjusts in the short to medium term.

= Central City Floor Area Uplift

— Inlate 2016 the City of Melbourne introduced a Floor Area Uplift scheme that enables a
developer to increase their building footprint in exchange for 10% of this to be set aside as a
contribution of cash-in-lieu or physical space that constitutes public benefit. Affordable
Housing is included amongst other forms of public benefit here.

— No affordable dwellings have been delivered yet for a few key reasons. One is that there are a range
of options that constitute public benefit, allowing a developer to choose a more profitable use such as
commercial office space. Another is the density of CBD as development can already achieve high
floor area ratios so incentives on density are less appealing to a developer relative to within a low or
medium density area. Relatedly the incentive has been shown to not necessarily be enough to cover
the added costs and time of delivering affordable housing.

= Pilot Sites

— Manningham Street Development is being used as a pilot site to test the feasibility of social
housing delivered through inclusionary zoning on government held land. Currently the proposed
planning scheme change suggests 15% of the land be used for social housing in line with the Homes
for People 2014-2018 (see attached Literature Review Desktop Research), however given the
aspiration for 25% announced in the Housing Strategy 2030 Draft (section 1.2.3) this may change.

— Boyd Street Development in Southbank will be a pilot for a council led and managed project,
delivering 40 affordable units over City of Melbourne managed land.

Map 1-1 Recent Affordable Housing Mechanisms in the City of Melbourne
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1.3.4. Key Learnings — City of Melbourne Housing Strategy

Current measures to stimulate affordable housing outcomes have not worked as none have been built to
date. This leaves the target of 1,721 affordable dwellings by 2021 all but out of reach. Compounding this is
the SGS research demonstrating that the need for affordable housing is still rising and is estimated to reach
a shortfall of between 16,900 and 29,700 dwellings by 2036. A shortfall of 23,200 by 2036 was adopted by
the City of Melbourne in the Draft Affordable Housing Strategy 2030.

Incentives and targets haven't been reached due to a few reasons; early gazetting or undertaking of re-
zonings in Fisherman’s Bend and West Melbourne led to land purchases factoring in value that was going to
be captured; density bonus incentives were implied within areas that already had high FAR’s, higher targets
on private land have been considered not viable as either too onerous or without an existing precedent; and
that all current mechanisms require a negotiation or voluntary agreement, which has been so far evaded.

Arden should look to ensure early clarity over expectations for affordable housing in the precinct to avoid the
issues arising in West Melbourne and Fisherman’s Bend in particular. If Density Bonuses are to be
considered at Arden, this should be in conjunction with the final structure plan for the area to ensure that
there is an incentive for developers from a FAR perspective.
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1.4. STAKEHOLDER CONSULTATIONS

1.4.1. Outcomes

Over a six-week period from mid-March to the end of April, Urbis consulted a range of stakeholders in
government and community housing provision with interests in Arden. These included: DHHS, Department of
Treasury, City of Melbourne, Development Victoria, CHIA Vic and the Department of Jobs Precincts and
Regions.

Stakeholders were asked in these sessions for their views on the appropriate means and important
considerations in delivering affordable housing at Arden. Guiding questions included:

What are the challenges and opportunities associated with delivering affordable housing in Arden?
What are some of the Pros and Cons of different approaches?

What would be required to unlock the potential of specific options?

Which are the more achievable within a shorter time frame?

Which require a more radical shake up?

How do you see affordable housing being delivered in Arden?

Is there anything unique to Arden that lends itself to specific approaches?

What would your recommendation be for implementing a workable policy in Arden?

A summary of the key observations from these consultations in included below:

Opportunities

Government land presents opportunities for government to control the response to affordable housing.
There is an opportunity to present clear messaging on expectations for affordable housing and to
implement it.

Joint venture partnerships between private developers and community housing providers offer
opportunities to leverage the charitable status tax exemptions available to community housing providers
and assist with feasibility.

Challenges

Looking at affordable housing contributions in isolation is very difficult. For example, with a water
services charge, 6-star energy ratings, an innovation levy — how much room is left for affordable housing
charges or does it have too great an impact upon slowing down delivery of the precinct overall?

There is a development cost stack that needs to be considered when establishing what is possible
regarding affordable housing. It was identified that work is underway to inform the range of development
contributions at Arden which will be an important evidence base to inform the affordable housing
proposition (as part of the wider infrastructure required).

Higher density is often a catalyst to providing affordable housing, but then higher owners corporation
fees increase the cost of management for community housing providers. Community housing providers
are reliant on growth funding on top of the low interest loans available through Treasury and NHIFIC.
The need for subsidy is a constraint for the sector and grants do not cover operating costs.

Unique Arden Considerations

Arden is predominantly an employment precinct although it is fair to say a lot of people would want to live
there. Given its transport connections there is an argument that social and affordable housing makes
sense here as well as ensuring there is diversity within the community.

On the other hand, there is a fair amount of DHHS land in the surrounding catchment which means
diversity within the catchment could equally be served by targeting affordable rent or key worker housing
initiatives that help directly support the innovation precinct and surrounding existing economic anchors.
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= Overlapping Themes from Consultations Regarding Delivery Models

Most respondents referred to the existing and emerging policy context as a clear direction of travel, while
also noting that there are a lot of different objectives planned for Arden and that policy could also be
impacted by findings of the Ministerial Advisory Committee, which are not yet available for use in this
work.

Given the range of objectives and series of unknowns at this point it was suggested this advice be
flexible to enable project partners to adapt to changing circumstances. The same logic could also be
applied to ensuring the needs of the precinct are adaptable over time, while runs on the board are
required quickly, a growing and changing precinct may have different needs at different times. Options
where government retains control and flexibility such as community land trust delivering affordable build
to rent could be a means of achieving that.

One respondent noted, the best way to ensure delivery is on government land as government can control
the outcome. A requirement is needed in Planning that is light touch, with performance targets for
proportion of affordable housing. An organisation like Development Victoria can put it in stone through
the development process into a Development Agreement so the developer delivers it. Otherwise there is
the risk that it does not get delivered.

This delivery model could include Development Victoria releasing super lots out to market, seeking
private sector interest and mandating affordable housing provision (e.g. 15, 20, 25%).

1.4.2. Key Learnings — Stakeholder Consultations

To some degree the feedback suggests that the mechanism itself is not the most important if the intent gives
clear and early communication on expectations, while also the ability to implement policy intentions.

The ability to achieve this on government land requires planning policy in order to fulfil valuer general land
monitor criteria to maintain highest and best use of land.

Given the high amount of DHHS land in surrounding catchments, there is an argument for a focus here to be
on Affordable Rental housing and housing for key workers that will support the surrounding CBD, NEIC and
internal innovation precinct.

Not all government agencies will necessarily be comfortable taking the impact upon value of landholdings
from higher affordable housing requirements or interventions that diminish land value.

The expectation is that proposed city of Melbourne options need to be tested since they are backed by
emerging policy statements of intent.

These should be tested at rates that would deliver the affordable housing targets set in the Arden Vision and
City of Melbourne material to achieve contributions overall and across private and public landholdings.
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2. DELIVERY OPTIONS FRAMEWORK

Upon review of the surrounding policy context, we have then consulted academic and industry research,
balanced by stakeholder advice, to gain an understanding of how to deliver affordable housing through the
planning scheme and how this can be brought into the development of a housing strategy for Arden.

Section 2.1 explores the mechanisms and concepts that could be incorporated into the housing strategy for
Arden. This draws upon our attached “Literature Review and Desktop Research”, where we have
interrogated several affordable housing mechanisms that have been deployed around the world to see how
effective they were in bringing affordable housing to their respective regions.

Section 2.2 brings these mechanisms to key stakeholders to consolidate the research and provide a sense
check on relatively how deliverable (taking on the perspective of government departments and housing
providers) different intervention options would be.

Section 2.3 outlines the key steps moving forwards in developing a robust affordable housing strategy for
Arden given stakeholder engagements and in reference to the potential mechanisms to enable affordable
housing.

This will provide the segue towards an initial investigation of the yield that could be delivered at Arden in
order to understand the feasibility testing that will be required to round out the analysis.
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2.

AFFORDABLE MECHANISMS

2.1.1. Literature Review & Desktop Research of Options

= Capturing Value Within an Urban Renewal Context

Within areas of urban renewal, infrastructure upgrade or where otherwise government has directly
improved the underlying land value of a precinct, policy has been implemented to capture this value
uplift and direct it to social or affordable housing provision (see West Melbourne).

Given Arden will undergo a significant amount of rezoning that will increase the value of the land,
capturing the value will be an important mechanism for delivering affordable housing here. It also
allows for affordable housing creation that does not require direct government funding and allows for
contextual responses to different areas and sites to meet the varying challenges between areas.

The risk with value capture is that affordable housing will not be delivered because it becomes
infeasible and affordable housing is not mandatory. This has been an issue in West Melbourne
where height controls were discretionary for many years prior to the concrete urban design
framework coming into effect, leading to many sites being purchased at prices reflecting
development potential well above what is now allowed. It is noted that this risk is mitigated by clearly
stating the impact of these controls early and how any future change in zone will be impacted by this
within a vision document or structure plan.

Has been shown to work in Greenfield developments where speculation isn’t as high, but in an area
such as Arden this method will need to be assessed against what the actual value uplift will be
relative to what has been paid for sites to ensure there will be adequate value to capture. Arden is
also in a good position to utilize this at the very least over the government held land as this will
certainly not have any risk of speculation attached and the true use value can be captured entirely.

= Voluntary Incentives

This encompasses any voluntary policy or strategic direction set out by council to encourage the
supply of social or affordable housing. This could be part of a structure plan that indicates desire for
increased affordable housing to a density bonus scheme that increases the floor area ratio of a
development in exchange for cash in lieu or social/affordable provision.

Voluntary agreements are typically entered into via section 173 agreements, agreeing at the planning
permit stage to supply a certain number of affordable dwellings or cash in lieu of affordable dwellings.
This can be in reference to an affordable housing target or in return for an incentive such as a density
bonus, permit conditions waiver; anything that could either reduce the costs of the development or
increase the return.

These mechanisms appeal to developers as they are voluntary and appealable, but also allow
flexible negotiations from the local council as well and is relatively easy to produce. Unfortunately,
the voluntary nature of these means that they are often not taken up by developers.

= Planning Priority

Offering the removal of processes within, or prioritizing the assessment of, a development as an
incentive to provide social or affordable housing provisions.

Within a development cash flow, "Fast tracking of the planning approval process create[s] the most
valuable incentive" (PWC, 2019) for increasing the feasibility with affordable housing provisioning as
it significantly reduces the front-end costs in a financial feasibility assessment. It also improves the
demand to develop as a developer will have a shorter period between inception and knowing
whether they will be able to go ahead with the development. Further, removing third party appeal
rights has been done before and shown to work — between 2009 — 2012 the removal of TPOAR
produced 19,700 social housing units across Australia.

It is potentially difficult to enable priority planning, as planning permit assessments take the time, they
do so that adequate attention to detail has been ensured and to maintain a democratic process in the
development industry. Further, if planning priority were allowed it would disadvantage those not
developing affordable housing and extend their planning period by proxy. Equally, adding the
capacity for priority planning may increase demand for affordable housing development to a point
that there can be no priority as there are so many 'priority' projects.
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The process of removing rights of appeal would also be difficult in many scenarios as it involves
Council not notifying surrounding properties of a proposed development and instead relying on
consultation throughout the amendment process as the time for notice.

Speeding up the planning process is likely viable in the Arden-Macauley Precinct due to the high
proportion of government land and Arden’s stature as an Urban Renewal Precinct. This is certainly a
factor that would improve the feasibility for developers although the changes that would bring the
greatest benefit (i.e. rights removal) would be the most difficult to bring into effect.

= Build to Rent

Build to Rent is an emerging asset class where entire buildings are developed to be held and rented
out instead of sold. This sector is increasingly popular in the US and UK, particularly with long-term

low yield investors such as superannuation funds. BTR is a vehicle for more housing. It is a vehicle

for more rental housing. If matched by incentives and requirements, there is the prospect this could

be an effective model of future delivery of affordable housing.

Interest in the sector is increasing exponentially with around 10,000 units completed, under
construction or in planning over the year to June 2020, more than doubled on this figure in 2016. The
sector can thus improve affordability on a wider scale by increasing overall supply of dwellings, as
well as directly supply affordable units. Also this has the potential to reach multiple sectors along the
housing continuum with adequate incentives, subsidies, regulations and / or taxation changes.

Inversely, there has been a relatively higher taxation on BTR assets relative to Build to Sell although
this is being targeted by stimulus policies currently. Largely owned and operated by investment firms
that have a legal obligation to return profits to investors, thus seek to maximise profits. If the
development is a mix of market and below market rentals, this may be inflicted two-fold on the
market rental units to make up for the affordable ones.

Affordable rental housing delivered by BTR can be made feasible through the variety of tax
exemptions that are provided to community housing providers, "As charitable bodies, community
housing organisations also benefit from land tax, stamp duty and GST taxation concessions."
(Victorian Parliament, 2019). The upcoming incentives for BTR announced in the recent State
Budget enhance the potential for affordable BTR, particularly around the discount to land tax which
was widely cited as an impediment to development. Residents also can receive Commonwealth Rent
Assistance in Community Housing. Equally there would be cross benefits of BTR combined with CLT
or crown leases as the land purchase price is removed from the cash flow. City Futures in Sydney
estimated that a reduction in land costs would be by far the greatest means of improving the
feasibility of affordable BTR, which is being targeted to an extent by the land tax discount.

Financialization of housing through the financial sector is also widely attributed to contribute to
affordability issues around the world. By redirecting investment capital towards affordable outcomes
whilst maintaining the success of the sector for investors, this could assist to both deliver a high
quantum of affordable housing and reduce the upward pressure on housing prices caused by
institutionalised investment into market price housing.

= Peppercorn Lease / Community Land Trust / Land Rent Scheme

URBIS

Within this mechanism, the Government or a registered community housing provider holds the rights
to the land and gives out [e.g. 99-year] leases for buildings on top of the land to either a developer,
housing provider or the residents themselves finance construction of a building on top of the land.
This reduces the upfront costs by removing or reducing the land purchase and instead paying rent for
the right to develop and / or occupy the fixtures on land.

One of the largest cost impacts on the development feasibility calculation is land purchase so by
removing that the optimal IRR of the project can be achieved with a reduced overall cost, leading to
cheaper dwellings. It also allows the government to retain their land holdings, securing community
benefits for the future as purchasing back land that has previously been sold will always be more
expensive. This also enables the government to keep the land affordable in perpetuity if seen fit.

The difficulties arise in the complexity of the legislation within the contracts, particularly in a largely
untested Australian context where freehold is the most common form of ownership. It also removes
the appreciating potential of property as land appreciates whilst the building itself depreciates, which
is both a negative as many use properties as a mean of creating value, or positive as the property
remains affordable. The latter is important to note as most if not all people who require social and
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affordable housing will not necessarily be as concerned with value uplift of their property, they are
more concerned with affordable and secure tenure.

—  With the high proportion of public land within Arden, this mechanism should be investigated for their
viability within the City of Melbourne context as they remove significant barriers to entry for affordable
outcomes. Although it is understood the difficulties of establishing and operating a scheme like this.

= Inclusionary Zoning

— Inclusionary Zoning mandates provision of affordable housing through an overlay on the site. This
can be done through direct provision and construction of social or affordable housing stock, or via a
cash-in-lieu payment that will go towards social or affordable housing elsewhere. Currently it is not
possible for local governments to add an inclusionary zone or contributions overlay relating to
affordable housing but there are many advocates for it to be introduced into state legislation.

— Unlike voluntary incentives inclusionary zoning is mandatory so will enforce affordable outcomes. It
also is more effective than section 173 agreements as does not require a negotiation at the planning
permit stage, has less grounds for appeal and provides a more consistent application. Further, IZ is
both the most effective mechanism of delivery according to SGS, and one of four advocated
mechanisms by the City of Melbourne.

— However inclusionary zoning will impact the underlying value of the land as the IRR on investment is
reduced. This isn’t an issue in the long run as land value continues to rise but will initially impact all
current landowners who had purchased the land with the pre-existing controls in consideration. It is
also difficult to raise an affordable outcome that matches the actual need for affordable housing on
private land for similar issues with financial feasibility dependant on the scale of mandatory
contribution. In this way a ramp up period like suggested in the SGS Housing Needs Analysis would
work to negate this impact on existing landowners whilst also providing affordable outcomes.

— In summary, Inclusionary Zoning has the potential bring about social and affordable housing,
although it is likely to be more effective alongside enough concessions, incentives and/or a period of
transition for current landowners. There also may need to be consideration for restricting or setting
out specific mixes of affordability groups as a covenant to the zone or overlay so that developers
don’t just target moderate income users, who can afford to pay the most relatively. It is worth noting
that inclusionary zoning would require changes to state legislation and therefore at this stage faces
challenge in implementation.

2.1.2. Key Learnings — Affordable Mechanisms

Value capture mechanisms are most effective in areas of urban renewal and significant ‘up zoning’. The
speculation that occurred in West Melbourne and Fisherman’s Bend that impacted the capacity for value to
be captured is less likely to be an issue in Arden with the high proportion of longstanding and government
owners.

Planning Priority has been shown to accelerate delivery and should be considered at Arden.

Voluntary incentives have not yet been successful in the City of Melbourne, but can be useful mechanism for
delivery, as shown in Altona North, East Village & Gasworks (see section 1.2)

The benefits of Community Housing providers as charitable bodies should be utilised to further affordable
outcomes. Community Housing providers have access to additional Commonwealth Rent Assistance and do
not have to pay GST on purchasing and management costs of new housing. They can also access the
Social Housing Growth fund to receive “low cost loans and government guarantees” (D.H.H.S, 2019)

Inclusionary Zoning would bring about social and affordable housing, although it is not currently available in
Victoria. The mandatory nature of inclusionary zoning will instantly reduce the underlying value of the land
and this gap will need to be compensated either through planning assistance (as observed in Toronto),
adequate density bonuses, direct funding or otherwise in the short term.

Public land is an asset if held through Community Land Trusts as it removes the significant financial barriers
to entry for social and affordable housing providers. Public land is also exempt from land tax and could assist
in the development of affordable Build to Rent housing by removing the large costs involved with land
purchase and financing (see Public Housing Renewal Program in Melbourne and Communities Plus in
Sydney).
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2.2. STEPS REQUIRED TO PREPARE AFFORDABLE HOUSING STRATEGY

It is clear from the stakeholder consultations that there are several perspectives on how affordable housing
can be delivered in Arden.

The overarching finding is that in an environment of constant change there is a need to find flexibility. Any
framework for guiding and delivering affordable housing needs to be able to respond to the following factors:

1.
2.

Changes in the housing market that drive need for social and affordable housing

Changes to federal, state and local policy that impact upon funding and planning of social and affordable
housing

The changing needs of the Arden precinct as it grows, develops and evolves

Development costs, including to fund other aspirations of the Arden precinct and the impact these could
have on feasibility of delivering social and affordable housing development amid development activity
more broadly

In our view the steps required to deliver a robust and deliverable strategy are as follows:

An evidence base of need and how it is to be met — This stems from the previous work prepared by
SGS for the City of Melbourne and as always can be informed by housing providers that are in touch with
the needs of residents. It will be important to keep this evidence base up to date to understand the
impact of policy and any changes required to continue to deliver outcomes.

Review of options as new models come to light. We have reviewed a number of options in this report
and there are emerging front runners that are being promoted in local, state and national policy.
However, as the environment changes, flexibility is required to enable delivery via models that are
successful and proven to be deliverable. This is especially pertinent in Victoria, where there has not been
widespread delivery yet of social and affordable housing in response to existing policies.

Engagement with industry is also a critical part since they will be required to deliver the intended
outcomes. Our feedback in the past is that the development industry can adapt well when consulted and
can make informed decisions about future opportunities. It is also likely that a number of the larger
developers will be engaging with Arden stakeholders across a diverse set of issues and opportunities, so
gaining insight into the broad opportunities and costs involved in delivering the infrastructure (including
social and affordable housing, drainage, innovation precinct funding etc) at Arden will be important.
Furthermore, industry proposals will likely present innovative approaches to meet these intended
objectives and could impact upon your preferred social and affordable housing strategy. We suggest
ongoing engagement with industry groups such as the Property Council of Australia and Urban
Development Institute of Australia on development considerations prior to finalising new controls. We
also appreciate that the Ministerial Advisory Committee proposal to government is yet to be released and
is expected to have important considerations for how affordable housing is delivered, once released.

Development Contributions Review is understood to be in progress at Arden and will be an important
component informing development outcomes.

Feasibility testing is a fundamental requirement to inform how deliverable certain requirements are
under specific market conditions. The second stage of this research sets out to test the feasibility of
affordable housing contributions according to commercial development principles. This will assist in
understanding the extent to which affordable housing contributions are viable under current development
models, while also helping to identify where viability could come under pressure from other interventions
or development cost requirements.
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2.3. CONCLUSIONS ON DELIVERY OF AFFORDABLE HOUSING

Management and Development of Housing

Affordable housing at Arden is likely to be primarily developed through the private sector and managed by
housing providers to match the financial capacity of each sector. However, it is noted that a special purpose
vehicle set up by the City of Melbourne, like what was observed at Ultimo — Pyrmont and throughout many
Boroughs of London, could have the potential to capture value through different partnership structures and
enact joint venture developments with the private sector or larger housing providers although this currently is
available. Equally, innovative housing models that enable private developments to provide affordable
housing unilaterally such as observed at Assemble in Clifton Hill, Vic or Bowden B in Bowden, SA should be
encouraged and allowed to further increase the capacity to deliver affordable dwellings in Arden.

As retaining the community benefit through affordable dwellings is a long-term solution, measures should be
set that retain dwellings as affordable for a longer period, which has in some cases been 25 years, although
examples such as observed in Seattle have reached as high as 50 years. This should be taken about with
the allowance for innovative models of delivery that target specific groups such as Key Workers and
consultation with providers about the financial sustainability of such an approach.

Type of Housing

By structure, the affordable dwellings will be primarily units within medium or high-density developments to
‘dilute’ the cost impact of the handing over or below market sale of a portion of the dwellings. This
recommendation should be taken regarding the outcomes of the feasibility testing.

By tenure, rental housing has the potential to meet the largest quantum of need and aligns with the
recommendations from the incoming Draft City of Melbourne Affordable Housing Strategy. This is also in line
with how affordable housing can be most feasibly delivered through housing providers who are more likely to
manage than develop housing given funding. Whilst affordable ownership strategies have been successful in
areas such as the Key Start Scheme in Western Australia, these have largely been taken up in greenfield
regions where land is already relatively less expensive and not as much within inner urban areas like at
Arden.

In terms of mix, where housing providers are engaged, they have been shown in examples and through
consultation to prefer to have a tower or separated section with all the affordable dwellings. This allows for
ease of management although there should be measures that prevent developments from reducing the
amenity of one side of the development given it will not be sold to market.

Mechanisms for Delivery

Given the current possibilities with State planning legislation, Section 173 agreements written into the zone
for Arden. This should be based on capturing the value created in the precinct through the rezoning process.

Further incentives and delivery options that have shown to be successful can be tested within further
ongoing feasibility analysis to investigate each of their potential to yield greater affordable outcomes at
Arden.
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3. INDICATIVE SPECTRUM OF DELIVERABILITY

This section explores the extent of alignment or mismatch between housing objectives and the capacity to
deliver in Arden alongside any other important considerations in the Arden Vision. This will be placed in
context with what quantum of affordable dwellings could be yielded in Arden with reference to the policy
climate, stakeholder engagement and prior needs analysis.

Section 3.1 presents the achievable yield of affordable housing in Arden given the prevailing policy
environment. This will give an initial indication as to the quantum that would be achieved in Arden in an ideal
scenario given what the overarching policy climate has prescribed.

Section 3.2 interrogates how this compares against overarching targets for affordable housing as per
precedential housing strategies, benchmarked against the municipality wide SGS Housing Needs Analysis
and recent City of Melbourne Draft Affordable Housing Strategy 2030. Further we investigate different
scenarios of policy responses on private and public land to achieve these targets with commentary on the
appropriate mechanisms that would enable.

It is important to note that these initial yield figures are high level, taken with the assumption that the
mechanisms enforcing them are fully effective in producing the intended yield both in terms of the impact on
overall supply of feasible dwellings, as explored by SGS in their Housing Needs Analysis, and in that it does
not account for indirect contributions such as cash in lieu.

Section 3.3 draws out the key conclusions from this to put forward what should be tested further within the
feasibility analysis section.
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3..  ARDEN YIELD - POLICY OUTCOME

Analysis below highlights the yield of affordable housing that would be achieved at Arden given what has
been covered in sections 1 and 2. This has been assessed against assumptions provided by the VPA and
City of Melbourne regarding the total yield of dwellings by Arden precinct and equally the private / State split
of ownership over the land in these precincts.

With reference to the policy context outlined in sections 1.1 — 1.3, we can then derive the likely affordable
housing requirements that will be applied to Arden and within that what the quantum of affordable dwelling
would be at each rate. We have initially tested the following precedential targets [see tables 3.1-2 for figures]

6% Affordable Housing on Private Land

This is reflective of the current controls in place as part of the 2018 update to the Arden. Urban Renewal
Precinct. It is also in line with what has been proposed in West Melbourne and Fisherman’s Bend —
Lorimer.

10% Affordable Housing on Private Land

In line with the scaling up of inclusionary zoning outlined in the City of Melbourne Draft Affordable
Housing Strategy 2030, whereby inclusionary zoning is proposed to move towards a 10% control by
2031. This percentage is also in line with some overseas examples of inclusionary zoning, such as
observed in Toronto, and in line with SGS recommendations for Fisherman’s Bend to be increased to.

15% Affordable Housing on State Land

The Arden Urban Renewal Precinct outlines a goal of bringing 15% affordable housing on council owned
land, mirroring statements in the original City of Melbourne “Homes for People: Housing Strategy”.

25% Affordable Housing on State Land

In the recently released City of Melbourne Housing Strategy 2030 Draft there was an impetus to increase
the provisioning of affordable housing on council owned land up to 25%. This is getting closer to upper
limits in Toronto and London.

30% Affordable Housing on State Land

According to the emerging policy context, within Urban Renewal Precincts an increase to the 25%
provision on public land should be considered given the added potential of value capture and density
bonus incentives here.

Table 3.1 Total Dwelling Yield by Precinct to 2051

. . % Housing on Private o, Housing on State  Private Land Dwelling State Land
Total Dwelling Yield Land ° Land Yield Dwelling Yield
Arden Central 1,850 - 2,200 0% 100% = 1,850 - 2,200
Arden North 2,800 - 3,100 85% 15% 2,380 - 2,635 420 - 465
Laurens Street 1,850 - 2,200 100% 0% 1,850 - 2,200
Arden 6,500 - 7,500 65% 35% 4,230 - 4,835 2,270 - 2,665

Source: Victorian Planning Authority

Table 3.2 Affordable Dwelling Yield by Percentage Requirement by Precinct to 2051

Housing on Private Land Housing on State Land
6% AH 10% AH 15% AH 25% AH 30% AH
Arden Central - - 65 - 70 105 - 115 125 - 140
Arden North 140 - 160 235 - 265 280 - 330 460 - 550 555 - 660
Laurens Street 110 - 130 185 - 220
Arden (Range) 250 - 290 420 - 485 345 - 400 565 - 665 680 - 800
Arden (Median) 270 455 375 615 740

*Note figures rounded to the nearest 5
Source: Victorian Planning Authority, City of Melbourne, SGS Economics; Urbis
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3.2. ARDEN YIELD-TARGET TESTING

Given the SGS adjusted target of 8,800 dwellings and the City of Melbourne recent target to meet the overall
shortfall of 23,200 dwellings to 2036, table 3.3 and 3.4 highlight the indicative proportion that an overall
percentage or a combination of measures in Arden would achieve.

Since the overall balance of land by ownership is tilted in favour of privately owned land, each percentage
point increase of private land allocated to affordable housing is worth more than each percentage point
increase on public land. This is evidenced by the higher quantum yield associated with a 10% provision on
private land relative to 15% of public land. However, with respect to the many competing interests on land
and with respect to the deliverability of mechanisms on private land compared with public land, one cannot
simply apply the measures with the highest yield. There must be a balance with respect to the likelihood of
the mechanism being successful, appropriateness of the mechanisms with the surrounding context of Arden,
and the impact on overall supply of dwellings due to reductions in financial feasibility.

Table 3.3 Affordable Dwelling Yield by Combination of Requirements Against Affordable Supply Targets

6% on Private 10% on Private 6% on Private 10% on Private 6% on Private 10% on Private

Land Land Land Land Land Land
15% State Land 15% State Land 25% State Land 25% State Land 30% State Land 30% State Land
Arden (Median) 645 830 885 1,070 1,010 1,195
SGS Target 8,800 8,800 8,800 8,800 8,800 8,800
% Arden 7.3% 9.4% 10.1% 12.2% 11.5% 13.6%
CoM Shortfall 23,200 23,200 23,200 23,200 23,200 23,200
% Arden 2.8% 3.6% 3.8% 4.6% 4.4% 5.2%

Source: Victorian Planning Authority, City of Melbourne, SGS Economics; Urbis

By reverse engineering, the outcome we can test the private / public split that would have to be adopted to
achieve a proportion of the overall dwelling count for the precinct that will be affordable. To do this we have
selected four benchmarks to work towards. These benchmark yields have been used in relation to the
current affordable housing target in Arden (6%), the SGS recommendation for City of Melbourne (10%), the
South Australian inclusionary zoning precedent (15%) and an upper benchmark yield of 20% to test scenario
depth, that is in line with what was originally proposed for Fisherman’s Bend, and what has been used in
places such as Toronto within strong market areas..

Table 3.4 outlines the affordable quantum that would be produced given these four overarching affordable
outcomes from 7,000 dwellings (sum of the median results of total dwellings for each precinct in Arden). This
is then compared to the broader municipality targets assigned by SGS and the shortfall of affordable
dwellings within the Draft City of Melbourne Affordable Housing Strategy 2030.

Table 3.4 Testing Combinations of Affordable Provisions Against Overall Targets

Affordable Housing Yield

6% Across Arden 10% Across Arden 15% Across Arden 20% Across Arden
Arden Yield 7,000 Dwellings 417 700 1,050 1,400
SGS Target - 8,800 8,800 8,800 8,800
% Arden - 4.7% 8.0% 11.9% 15.9%
CoM Strategy - 23,200 23,200 23,200 23,200
% Arden - 1.8% 3.0% 4.5% 6.0%

Source: Victorian Planning Authority, City of Melbourne, SGS Economics; Urbis

Table 3.5 outlines the affordable quantum that would be produced as a split of the provision assigned to
public land and private land. Note that private allocation is shown as a series of independent variable rates
whilst the percentage allocated to public land is dependent on achieving the overall affordable housing target
given the private allocation. This is because private land has been shown across the past two sections to be
the main cause of concern within affordable housing mechanisms and established policies given the impact
on financial feasibility, typically falling between 5 — 15%. Public land on the other hand is held by government
who have social and political motivations that can under some circumstances make up for reductions in
financial outcomes.
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Table 3.5 Testing Combinations of Affordable Provisions Against Overall Targets

Private Land (65% of Dwellings) State Land (35% of Dwellings) Arden (7,000 Dwellings)

Quantum % Affordable Quantum % Affordable Quantum % Affordable
0 0% 417 17%
Achieving ~6% 137 3% 284 12%
Across the 417 6%
Precinct 273 6% 147 6%
455 10% 0 0%
0 0% 700 29%
Achieving 10% 137 3% 564 23%
()
Across the 273 6% 427 17% 700 10%
Precinct
455 10% 245 10%
683 15% 18 1%
0 0% 1,050 43%
Achieving 15% 137 3% 914 37%
0
Across the 273 6% 777 32% 1,050 15%
Precinct
455 10% 595 24%
683 15% 368 15%
0 0% 1,400 57%
Achieving 20% 137 3% 1,264 52%
0
Across the 273 6% 1,127 46% 1,400 20%
Precinct 455 10% 945 39%
683 15% 718 29%

Source: Victorian Planning Authority, City of Melbourne, SGS Economics; Urbis

Of note:

= Achieving 6% across the precinct could be done within the current policy targets without any private land
being used, and vice versa for public land. This may be an option explored given competing interests for
land in the precinct.

= To do the same and bring about 10% affordable housing across Arden would require using the upper
end of the spectrum of rates from policy and precedents worldwide. However, a balanced mix of
approaches within this benchmark achieves 10% in theory without unevenly overbearing either owner.

= A 15% target in Arden would mean maximising the contribution from one of both parties across the

spectrum.

= Equally, to achieve 20% across the precinct, high levels of provision are demanded from both the
inelastic private sector and the public sector. Further, when reducing the private land rate, the rate on

public land moves into unprecedented territory and well beyond what is likely to be feasible.

As mentioned, prior, these yields are predicated on assumptions that supply will not be impacted given each
of these measures are put into place. Section 3.3 will draw upon the most likely rates of delivery from all the
above analysis to investigate the financial feasibility impact of the measures.
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3.3.  FEASIBILITY ASSUMPTIONS

The feasibility analysis undertaken in Phase 2 of this research will incorporate some assumptions derived
from this report as well as others from development experience, consultation with community housing
providers and direct advice from the VPA and City of Melbourne to inform an affordable housing feasibility
assessment to supplement the research on possible options for delivery. Phase 2 will allow for a sense
check on different rates of affordable housing provisioning within developments, with sensitivity checks on
high, medium or low land values, different methods of gifting and incorporating market knowledge on market
and development constraints.

It is important to note that the analysis of feasibility is also done within the context of the current planning
controls, whereby Section 173 arrangements are the primary avenue to delivery. Equally we must assume
that all land is sold at a price that is decided in market and reflects the highest and best use of the land,
within the existing planning context. In this way the feasibility testing can be assumed to be what would likely
occur over the private parcels of land within the current arrangements, and the tested rates of delivery are in
line with this. Higher rates of delivery (> 8-10%) are more likely upon public land where the actor has greater
control over outcomes, and can look to use innovative mechanisms or processes, many of which are
discussed in sections 1 and 2, to enable this. Some of these may include peppercorn lease arrangements,
value capture schemes or, if enabled at the State level, inclusionary zoning. A separate scope is being
prepared to assess these potential options on public land.

With acknowledgement of these competing demands at Arden within the overarching policy framework, with
respect to the available affordable housing mechanisms, and in reference to the above yield assessments,
we propose the following scenarios and assumptions be brought forward to be tested for their financial
feasibility:

Base Case

= To test the impact of different affordable housing measures we will need to make assumptions about
base case, hypothetical developments that will go up within the precinct.

=  Given the cost impact of affordable housing measures it is very unlikely that a low rise or single dwelling
will be developed for affordable housing purposes unless as part of a larger masterplan or collection of
dwellings. With respect to this and consultations with the VPA and City of Melbourne, feasibility testing
will take place on two hypothetical sites:

Site 1 — Size: 2,200m2 | Floor Area Ratio: 6:1 | 7% commercial, 3% retail, 90% residential
Site 2 — Size: 2,200m2 | Floor Area Ratio: 9:1 | | 29% commercial, 2% retail, 69% residential

These selected hypothetical developments represent possible developments within the floor area ratio
requirements of the precinct and give two different development densities to test given development in the
precinct will not be unilateral.

Feasibility Testing Scenarios
For each site there will be testing upon:

= Provision of Affordable Housing as a percentage of Total Gross Floor Area (GFA). Feasibility based on
development occurring through a freehold scenario. Tested at 0%, 2%, 4%, 6% and 8% Affordable
Housing (AH).

= Provision of Affordable Housing as a percentage of Residential Gross Floor Area (GFA). Feasibility
based on development occurring through a freehold scenario. Tested at 0%, 2%, 4%, 6% and 8%
Affordable Housing (AH).

= The impact of Affordable Housing on developer revenue has been measured on a Residual Land Value
basis, which is derived through Residual Financial Analysis, often referred to as the ‘Turner Model’. This
method determines on a static (non-escalated) basis, what a developer can afford to pay for a particular
piece of land (Residual Land Value), having regard to the financial returns which can be obtained, less
the costs of developing and selling the land, together with an appropriate allowance for developer’s profit
and risk.
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= The models will make concessions to reflect many factors considered by a developer including:

Land purchase costs

Construction costs

Development fees and contributions
Land holding costs

Financing

Profit & Risk allowance

Discount Rates

= For each of the scenarios, the Affordable Housing is provided at a discount to market value (Discounted
Sale), tested at 35%, 50% and 100% discount (i.e. no revenue returned from Affordable Housing,
essentially gifted). Accordingly, both the number of dwellings provided, and the revenue are variables in
the above scenarios.

= Furthermore, for each of the scenarios we have tested feasibilities based on low, medium, and high
value residual land values. Low, medium, and high residual land values have been derived through
adjustments to the assessed Gross Realisation rates on a per m2 basis [discussed further on page 14 in
the Phase 2 report].

100% discount — we consider that this would typically be associated with social/public housing
tenants from the Priority Tenant List and/or those tenants that require specialist accommodation due
to disability AND the housing provider is unable to obtain the required level of subsidy. Targeted
residents will be those within the very low-income brackets as per the ministerial affordable housing
income brackets.

50% discount — we would expect that this could relate to social/public housing tenants from either
the Priority or Register of Interest Tenant Lists at a mix that is agreeable to a housing provider AND
the housing provider is able to obtain the required level of subsidy. Targeted residents will be those
within the low and very low-income brackets as per the ministerial affordable housing income
brackets.

35% discount — we would expect that this could relate to social housing tenants from the Register of
Interest Tenant List or in some other form of Key Worker Housing that has a mandated market rent
reduction for moderate income tenants AND the housing provider is able to obtain the required level
of subsidy (however this may be to the low end of the range). Targeted residents will be those within
the low- and moderate-income brackets as per the ministerial affordable housing income brackets.

See Phase 2: Detailed Feasibility of Options for Arden for the full reports and findings.
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4. FEASIBILITY TESTING

See ‘Phase 2: Detailed Feasibility of Options for Arden’ Report
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9.  NEXT STEPS
5.1.  FEASIBILITY TESTING CONCLUSION

The feasibility testing concluded that:

“While there is unlikely to be a ‘one size fits all’ approach, there are Affordable Housing controls that are
more realistic than others, which achieve outcomes that are more aligned to the over-arching AH targets of
the precinct. This study is based on only two hypothetical sites and cannot capture the effects of the controls
across the entire precinct. Therefore, drawing finite conclusions from the data is fraught. The two phases of
this project provide the initial foundation and consideration of the challenges and opportunities that the
Affordable Housing controls create, for further exploration and development within the strategy.

Each level of discount to market value, be it 35%, 50% or 100%, has its benefits and disbenefits in terms of
the amount and type of Affordable Housing created, delivery timeline, project viability (from a developer’s
perspective) and the amount of subsidy required.

For example, from a volume perspective, adopting a 35% discount rather than 100% discount (gifted) results
in a higher proportion of Affordable Housing being feasible due to the lower cost impost on developers.
However, from a tenant typology perspective, the outcome of applying a 35% discount would likely be that
the AH created would be limited to the Register of Interest tenant list and/or some other form of Key Worker
list (provided they meet the requisite income requirements) that have a mandated market rent reduction for
moderate income tenants, and the housing provider is able to obtain the required level of subsidy.

Conversely, at a 100% discount a far lower percentage of Affordable Housing will be feasible due to the
increased financial burden on developers. We consider that the resultant AH would typically be associated
with social/public housing tenants from the Priority Tenant List and/or those tenants that require specialist
accommodation due to disability, and the housing provider is unable to obtain the required level of subsidy.

In our view, in order to achieve a mix of tenant types, many of these likely requiring additional subsidies to be
made available to Affordable Housing providers over time, we recommend adopting an Affordable Housing
target based on the 50% discount models. As described on page 21, for both Sites with medium land values,
by applying a 50% discount:

- Generally, up to 4% AH is likely to be feasible on both a Total or Residential GFA basis,

- 6% AH may be feasible on both a Total or Residential GFA basis;

- Generally, 8% AH may be feasible on both a Total or Residential GFA basis, however 8% AH is
unlikely to be feasible on a Total GFA basis for Site 2.

At a 50% discount, based on a medium land value scenario, the analysis suggests that a 4% percentage of
Affordable Housing is likely to be feasible in most scenarios tested. A 6% percentage for the Residential
GFA basis is likely to represent the upper limits of feasibility at the date of feasibility (July 2020).

A 6% target provides for a mixture of results, with higher valuer sites likely to be feasible and lower value
sites unlikely to be feasible. The VPA could consider adopting a 6% target if an optimistic or aspirational
medium-term view of the market factors which impact feasibility will improve over time and/or developer
innovation occurs.

As the focus of this study has been to provide an evidence base upon which to formulate the affordable
housing strategy going forward, we recommend further investigations into creating some flexibility within the
controls. This will be particularly relevant for ‘lower’ or ‘higher’ value sites, where the sensitivity analysis
demonstrated that ‘lower’ value sites have a significantly reduced capacity (if at all) to provide a portion of
AH, while ‘higher’ value sites have a significantly enhanced capacity. We also note that there is typically a
positive correlation between allowable density and higher site values.

This flexibility could also consider circumstances following a defined process, for example if no Housing
Providers are able to contribute equity to a particular site or no Government subsidy is available. In this
instance, a developer may be able to apply to provide AH units at a 100% discount (gifted) however at half
the rate of the above potential target range of 4-6%, so 2-3%.

Based on the Phase 1 report and that contained in Table 3.5. The total expected dwellings in Arden is 7,000,
of which 4,550 are to be constructed on private land (65%). Based on the 50% discount and AH target range
of 4-6% within this table, this means the private sector may be able to contribute 182 to 273 affordable
dwellings with a mix of tenant types across the precinct. This is based on a high-level analysis of the
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precinct; more work is required to directly compare this to the Total GFA and Residential GFA approaches
adopted in the feasibility study.

This range may not be met if the tenant types dictate AH is to be provided at 100% discount or there are no
Housing Providers able to contribute equity to a particular site or no Government subsidy is available.

This report has been prepared to provide evidence of impact of different affordable housing provision on
project viability under the following scenarios. In our recommended pathway to prepare an Affordable
Housing Strategy, this fits in as follows:

- City of Melbourne Housing Strategy — sets need and objectives.

- Urbis Background Research, Stakeholder Consultation and Broad Options Paper —explored range of
global options and current Victorian context and theoretical way in which Government Affordable
Housing objectives could be met in Arden.

- Feasibility Testing of hypothetical development options as recommended from stakeholder
engagement (this report)

- Feasibility testing of development of public land —being pursued separately by VPA (beyond this
research)

- Engagement with Development Industry including peak bodies (beyond this research)

In preparing this report, we have tested a range of feasibilities following feedback from stakeholders
including community housing providers, government; in particular the VPA. The report has highlighted the
challenge in achieving uniform feasibility across the different sites and contexts in the Precinct.

Where feasibility is less than likely, the VPA in making decisions about Affordable Housing provisions will
need to weigh up the trade-offs at stake and determine the extent to which Affordable Housing is the priority
amid all the other objectives of the precinct:

- Highly variable feasibility could generate greater risk of challenge from developers and a slower
pace of development in the precinct and therefore reduced housing/affordable housing outcomes.

- Aneed to manoeuvre on other inputs such as density or other development contributions to secure a
feasible outcome for the precinct.

Therefore, in making decisions on affordable housing provision the VPA needs to decide whether to hold out
for innovation from the development community at higher levels and risk slower pace of development in the
precinct; or whether to put forward a provision that is more likely to be feasible. In the analysis of this many
sites in these circumstances, this has indicated greater probability of challenge above 4% at 50% and 6% at
35%.”
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9.2. STEPS TO COMPLETE THE AFFORDABLE HOUSING STRATEGY

The delivery of affordable housing at Arden is both needed and can be feasible within the context of
Melbourne and Victoria. The extent to which delivery can meet overarching targets for 6% on private land
and 15% over State & City of Melbourne land continues to evolve with the new funding announcements as
well as variability on a site by site basis.

Feasibility testing on private land has highlighted the constraints that become apparent beyond an allocation
of 6% affordable housing given the current planning controls and market conditions that impact upon Arden.
Equally the precedents that have been set around Melbourne do not typically reach beyond this mark for
similar reasons. This can work (although not uniformly) in achieving the primary target of 6% delivery on
private land, however it falls well short of what is desired over State & City of Melbourne held land.

In moving towards the development of an affordable housing strategy that is likely to meet both targets for
the precinct, there should be continued engagement around the following:

- Run feasibility testing on public land, testing the viability and potential for mechanisms discussed in
this paper: This may include the potential for long term peppercorn lease arrangements, innovative
valuations through value capture over zone changes, and enforced delivery via inclusionary zoning,
that would rely on long-run equilibrium of values. It is understood that preliminary work into this has
already begun.

- Engage Government stakeholders and investigate how to incorporate last year’s Ministerial Advisory
Recommendations and the emerging opportunities to bring in the recently announced State budget
funding for social and affordable housing: The recent Victorian 2020/21 Budget announced a
significant allocation of $5.3 Billion worth of funding towards the development of social and
affordable housing in Victoria. Looking at ways of leveraging this at Arden could assist in increasing
the feasibility of higher levels of affordable housing delivery. Further engagement is required to
understand whether the additional grant funding available to community housing providers/partners
increases the level of feasibility at different levels of discount.

- Investigate the capacity for dynamism within controls whilst remaining predictable: Throughout the
above research, findings have highlighted the variability of different properties regarding
development capacity and ‘wriggle’ room to include affordable housing. Equally developers have
stressed the importance of consistency and ample notification of controls such that any requirement
can be input into early cash flows and valuations. Dynamic controls that are led by key indicators
that impact lending capacity, construction costs or consumer demand, updated on a consistent
basis, could be a way of ensuring delivery whilst being cognisant of industry constraints. The Big
Build streamlined Planning process would be expected to assist on projects funded by the Victorian
Big Build programme and early indications are that this will focus on speed, as opposed to changing
the character of the local planning scheme.

- Further engagement with industry bodies: Engagement from not only CHIA Vic and Homes Victoria
but also UDIA and PCA to provide a wider perspective from industry on deliverable models that can
be unlocked more quickly with private sector engagement. This is especially the case given there is
not yet a one size fits all process in place for the Big Build engagement with developers.

Over the course of this report, we have seen the level of change that can occur within and to the housing
system. The feasibility analysis shows that affordable housing can be delivered on private land but that there
is a clear tradeoff between volume and level of discount. It will be important to establish clear priorities
between government agencies as to which will be more important in supporting a vibrant diverse community
in Arden and achieving development outcomes within a rapid timeframe.

The emerging stimulus in the State Budget offers a reinvigorated engagement opportunity to align these
priorities by leveraging State sponsorship of social and affordable housing including on government land. It
also offers opportunities for greater collaboration with industry and the community housing sector to
incorporate additional growth funding and fast-tracked planning outcomes on both government and private
land.

Irrespective of the private land opportunity, the precedent examples around the world and the emerging
government funding focus in Victoria, demonstrate that the step change in delivery to meet elevated targets
will likely be facilitated by government land, which will be important in setting expectations for the entire
precinct.
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DISCLAIMER

This report is dated March 2021 and incorporates information and events up to that date only and excludes
any information arising, or event occurring, after that date which may affect the validity of Urbis Pty Ltd
(Urbis) opinion in this report. Urbis prepared this report on the instructions, and for the benefit only, of VPA
& City of Melbourne (Instructing Party) for the purpose of Research (Purpose) and not for any other
purpose or use. To the extent permitted by applicable law, Urbis expressly disclaims all liability, whether
direct or indirect, to the Instructing Party which relies or purports to rely on this report for any purpose other
than the Purpose, and to any other person which relies or purports to rely on this report for any purpose
whatsoever (including the Purpose).

In preparing this report, Urbis was required to make judgements which may be affected by unforeseen future
events, the likelihood and effects of which are not capable of precise assessment.

All surveys, forecasts, projections, and recommendations contained in or associated with this report are
made in good faith and on the basis of information supplied to Urbis at the date of this report, and upon
which Urbis relied. Achievement of the projections and budgets set out in this report will depend, among
other things, on the actions of others over which Urbis has no control.

In preparing this report, Urbis may rely on or refer to documents in a language other than English, which
Urbis may arrange to be translated. Urbis is not responsible for the accuracy or completeness of such
translations and disclaims any liability for any statement or opinion made in this report being inaccurate or
incomplete arising from such translations.

Whilst Urbis has made all reasonable inquiries it believes necessary in preparing this report, it is not
responsible for determining the completeness or accuracy of information provided to it. Urbis (including its
officers and personnel) is not liable for any errors or omissions, including in information provided by the
Instructing Party or another person or upon which Urbis relies, provided that such errors or omissions are not
made by Urbis recklessly or in bad faith.

This report has been prepared with due care and diligence by Urbis and the statements and opinions given
by Urbis in this report are given in good faith and in the reasonable belief that they are correct and not
misleading, subject to the limitations above.
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ARDEN SOCIAL AND
AFFORDABLE
HOUSING

Literature Review and Desktop Research

Prepared for Victorian Planning Authority
December 2019

This section seeks to review FMeraturs on the
subject of social and affordable housing strategies
in order to find the optimal mechanism or group of
mechanisms to test within the Arden Urban
Renewal Precinct.

This will 55ist to inform a solution that is both the
SUHMARV mast likely to succeed and is feasible for private
developers whom will be producing housing in the

precinct.

Arden Social and Aiordable Housing Strategy ZTI0L2TN

Litersivre Rewew and Deskiop Resasrmh
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Methodology:

Following a review of the recommendations
outlined in the 535 City of Melbourne Housing
WNeads Analysis and an interrogation of notable
housing strategiss overseas, it sets out the key
mechanizms for delivering afordable housing in
terms of:

Vihat it is.

Vihere it has basn used or sugpested.

Howr it may possibly be implemented.
VWhat are the potential benefits.

Vihat are the potential drawbacks.

Vihat would be the variables in the financisl
feasibility modafing.

7. A short viability staterment for Arden.

o e W R

This is fronted by a look at what the key take outs
are from the research and how they could be
intertwined to creste 3 more layered solution to the
challenge of social and affordable housing
provisioning.

For point of referance, the appendices defai the
reseanh complafed for each of the regions
outlived in the project scope, a5 well 55 & short
section on slemative madels.

Page 1
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SCOPING DEFINITIONS

Affordable Housing (as per the Act)
Affordable housing is formally defined as follows:
“For the purposes of this Act, affordable housing is
housing. including socisl housing, that is
appropriatz for the housing needs of any of the
following:

wery low income households;

low income houssholds;

{c) moderate income households..
For the purposes of determining what is
appropriate for the housing needs of very low-
income households, low income households and
moderate income households, regard must be had
to the matters specified by the Minister by notice
publizhed in the Gowernment Gazefte.
Matters specified by the Minister by notice wndar
subsection {2} cannot include price ranges or
prices for the purchase or rent of housing. ©

Differentiation within this text:

1. Affordable Housing

Housing provided at 3 discount to market rent to
households that meet eligibility criteria for Social
Housing or income brackets as defined by the
Planning and Environment Act. To maintain its
charitable taxation status, 3 Housing Agency must
offer a minimurn 253% discount on rent.

2. Social Housing

Rental housing that is owned or managed by the
State Gowernment {public housing) or 3 Registersed
Housing Agency (community housing].
Gowernment published Social Housing income
eligibility and asset threshald requirements ==t
eligibility, with househalds registered on the
Victorian Housing Register.

_r__..
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1. Inclusionary Zoning will bring about social and affordable housing. although it must be
alongside sufficient concessions, incentives andior a pericd of transition for current land
owners. The mandatory nature of inclusionary zoning will mstantly reduce the underlying value of
the land and this gap will need o be compensated either through planning assistance (a5
observed in Toronta). adequate density bonuses, direct funding or otherwise. In this way the
proportion | percentage assigned to the inclusionary zoning mechanism will need to match the
Capacity to campensate.

KEY INSIGHTS

2. Public land is a valuable asset if held through Community Land Trusts as it removes the
significant financial barriers to entry for social and affordable housing provider. Public land
is also axempt from land tax and could assist in the development of affordsble Build to Rent
housing by rermoving the large costs involved with land purchase and financing (see Public
Housing Renswsal Pragram in Melbourne and Communities Plus in Sydney). Alematively,
methods of transferring End to Community Housing Providers at 5 valus that factors in the
intended use of the site rather than the highest and best use would further improve the feasibility
of social or affordable developrment in Arden.

3. Voluntary incentives on their own are generally not sufficient to bring about social or
affordable housing. Thess should be supplementary controls a5 sdded bonuses to stock above
what is mandatory.

4. Value capiure mechanisms rely upon the value not already being factored into purchase
prices. Speculation on property value uplift will and has be=n occurting around the inner city and
particularly through inner industrial regions for quite some time, which may hawve reducad the
actual value wplift that a2 scheme change will create (such as what has been observed in Wast
Melbourne].

3. The benefits of Community Housing providers as charitable bodies should be utilised to
further affordable outcomes. Community Housing providers hawve access to additional
Commonweealth Rent Assistance and don't hawe to pay GET on purchasing and management
costs of new housing. They can also access the Social Housing Growth fund to receive “low cost
loans and government guarantees™ (D.H.H.5, 2018)

Ardan Sacial and Affordable Howsing Strategy 27042020 Paga 1
Lifersiore Review and Deskion Resasmch
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AFFORDABLE HOUSING MECHANISMS

Inclusionary Zoning

Definition reclusionary Zoning mandales provisian of alfordabhe nousng trough an oweray on the ske. This 2an be dane Ihrough dired provisian and construdtion of sodial or
affcedabbe housing shock, or via & cashdndkey payment ihal will go towards soclal or affordable housing seehene.

EHEI'H[HE'S Feder v fhe Appendices’ invesigalion of indusonany zoning in Toranio, Onfaro.

Implementation Alihough observed in some staies amund Ausinadla, & s curently nol possible o implemenk Inciusianary © mandagory zoning in Wicloda. It woud reed fo be
enforoeab bz fhrough a ioa oweriay or crealed as B own overay.

n Sydnaey, the “Grealer Sydney Region plan™ cuflines an Afiordable Reniad Howsing Targel Scheme Tor increasing fhe supoly of affordable housing inthe reglan. |
alborws Bor affordah e Mo usng prodson Dased upan Ihe va ke tal eil be caplured Dy B rezoning (herce diflers case Dy case). Some hriher specficatons indude
eargeting of Speciioally wery - and iow-Noom sarnens, only annying 10 urban renswal precncis, and & fedbie dependant on (his region’s detenmined nassd for
haassing.

n Toronka, Indusionany Zoning was applied acrass the city in 2005, apoiying fo dewelopmend above 140 uniis and ncreasing in impact in specified ancas of
particulary sirang market demand {e.g. dowmioen). As there ane developments alneady inhe pioine that meed These criberia, Be City of Toronko estabished a
seres of AnGlonany measures Tal woull comDEnsale developments in the iImmediale piseing or curmenty masing through the flanning system whom purchased
Hatir e s 1@ prics thal didn® sccount for any mandalony outiay of affordabe unils. These are delaiiod farher in the appendi on Tomnta.

Benafits nelusionary Zoning s mandalory Soensunes prowisoning COOUTS N one Wiy OF anothaT a5 GRR0Sed 10 wilnkany incenlives of section 173 agreements that can be
appeaied. In he same way this will create greater ansparency in ine finandal madeling and pre.cle sopuistion stage for developers such fhat thay oan be cetdaln
o b e thisy can pary for fhie land.

recreases affordal ke housing supply Without necessariy having 1o subsidse of drectly deveiop thwugh governmnenl funding.

Drawbacks WL ITpat land values So nedds 1o have an adequale ransiion peied and ¢ of arangemaent o ol dsadvaniage current landowners. Equaly. I not paired with a
dendity banus or olher poloy-based neenthves, | may fead o developers Inoreasing #he market rendal prices fo offsel the affordable costs and maintain desred
refums. [t coukd aBematheety mean that fihere ane @ sedes of Inposts, the highest and Best use Tor the land may b dor aliematve uses. reducing Bhe wolume or
lengihendng the Bme i fakes bo defiver homas.

reclusionary zoning that bs localsed fo one area instead of city wide may dsadvaniage that localty relatve lo surounding arzes and impacl sunoky.

B s difleul bo gl Incluslanary 2aning measures fhat both cover the need Tor abordabde housing and allow for adequate finandal returns for a develaper. Furher,
withowt consiradnis an the definfon of affordabie howsing or sockd howsing in s specific instance., dewslopers will Ikely aim for moderabe income earmers [that
harve a higher capacity bo aflond] over those most inneed as ihey can change The highest possioie rents whisi reraining within fhe whal (s defined as affordable.

Wi undersiand fhis coukd be chalenging 1o achieve within the curent stale planning soviions

odelling Variables Separaling a propodion of the unils ol at @ redaced rabe o as soid at @ reduced rate
Blussi bir dond: on a case sludy basts io determine the different eflects of different rales and could be lested alongsde ofer measunes §incendves noa sens By
anaiysis.
v’laﬁﬁt' Inclusionary Taning Is Wable in ks cumend fam with some changes o siade planning legisfbion. It's effectiveness however will be increased by comb ining with oier

Incenibes such as densiy bonus!, acoekealed planning andir dimc subsidies [at lzast al the begnning] o offsat the relatve reguatcry dsadvantage that woid
b craated biEhwesn Arden and surmunding suburbs. It alss has e meacity 10 eiol production &orass both sooal and affordabie housing If malchad with &
sohesdube that mandated & splk of housng ecross diflerent inoome kevels or housing typoiogies je.g. half community housing, half belvw markel rentals).

Ardan Social and Affordabile Howsing Strategy ZTOZ020 Paga 1
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AFFORDABLE HOUSING MECHANISMS

Community Land Trust or Land Rent Scheme

Defimition Witihin B mechanksm, the Govemmend or a regslered community housing provides hekds e righis fo ihe land and gives oul 2. 98-year] leases for bulldings on
top of 1 land 10 @ither a developer, housing Frovider or the res dents themse ves Tinanoe Consinaction of a bulldng on tap of th land. This reduces the upfront
o0t by remnoieing i land purchase and instead paying rent for e rght bo deweop and J or poougy the Bilures onland.

Euamples FRader o Appendices” on Vancouver (WAHS moduler housing), and allernaive machanisms an CLT's and on Land Rend Schema in ACT

Implementation Wit this B OF DWTHErENR Works wel inlemationaly in places ssch &s the US & UK the delinbion of property cwrarship (n Austaia [nierst nand and feunes
upan ine end’| makes & difod i separaie ihe ownership of land from ihe ownesship of he buil form on lop of Bwe fand. There ane a few nroeaiive methods of
enatiing ihis typology, hosever, such as Company Tk wnich allows fora company o oen a bulding whish socuplens purchase bundies of shares’ thal equabe bo
righis iz @ und, within which futiher resinciens and cwnership rights can be cufined in a company constiuion
¥ hazid 2 public land J undir 3 comwn lease Ihe Madinsm ase hnm i Vickara i 21 years and lease 1ems proposed beyond s mus be retemed 10 the minsier
for planining o assess These wil be accepded ¥ Ehe sinisier bellewes the lease wil be of public inferest, the development is subslandal enough o warand a longer
term, and / or the lease is nol defrimendadl o e surounding envisonment. Crown leases in generl are o be considened [T the proposed use of the sBe will bring
@b eoonamic, cammuniy, envismnmental, and ¢ or govemmaenial continuiy purposes, most of which affordab e and social ousing ook fo adchieve.

Bensfits Takes away the land purchase or heavly reduces the land purchase, which is onie of the main costs thal impact the Bet Present Yalue & Inlemal Rate of Relurn in
financiad feaskd iy modeling.

Creales mone atordabie dwelings by exchanging reducsd oenership nghts withaul impacting the: value of the land 1sET1 in s way Ihene coud be innovalke
arrangements whient land i hefd under ©.L T for & shor amount of ime before reverting bo marked. This as cooured in places such as Gemany with Sozkal
Wotnang jsee anpendices” atternalive mechanisms] and inceniivises the regular mainienance of bulkdings wilh this futane uplifi in mind.

Hoiing public land alicws for comgiets conirol over e use and develepmen of the SBe, as Wel a5 SECUNeS COmmunity BLnelis inlo ihe Mo, 11 s a0 worn
noting that parchasing tack equal siocks of and will @was Do 31 greater price 10 what it can be 5ok al as fand values ane aleays rising, pamicularly quickly in
e Ty of Melbourne.

Drawbacks m soenanos whens residents are buying Into @ company iie o othersise purchasing a secion of the Bulding Mhe ighis fo e there over the period of fenune fhey
are essendaly buying inle a depreciaéng assel fhus complelely memoying fhemselwes from financial uplft from ihe prapery, making it difficull 1o mose.

Financialy and kegaly I is quibe Mot 1o repleale e SUCCESS Shoerved In cuRrseas and inlersiate cxamples WEnn the Vickara, ACT for example has only no
freehakd iBe, only @9.year crown ases, S0 lenders ane wed o lending te leasehold fe owners. Purssan o this. crown kases can hold @ purpcse oleuse thal
ouilines exactty whial can be bull on fhe she from size frough bo breakdosn by indusiry. Owerseas, CLT works wiih enders |parfculary the Meiherdands, Franoe
and Germany] as fhey ane more used io kending on backed upon securities outside of property as the rendal and generaticnal property markeis ane so much mone

provaient

"I:H‘]E“illﬂ Variables FRemoeng the land purchase and insiead have rent over time [ACT had this af 2% of e and walue)

Viability There |5 an opporanBy o test this kind of develooment acrss e councll owned land, shich could be held or fransfered fo community howsing prosiders.
Communiy housing nnoviders ako receiwe 2 sulbe of benedis that would iImprowe ihe deas bilty of ihe Including GST concessions and acoess (o
[+ Rent far ‘that could assist in prowiding affordabde or soclal unids. On fop of this Bnd, Innowaibve housing medels such as what s

offernd al Assemitie (5 years rent and Ten decds i want 10 purchase al @ sel rabe of Aation ). iodwarniempenany fausing (hal coud be removed afer a cerain
amcuand af tinee $or market housing) and £or bk 1o rend.

srden Social and Micedable Housing Strategy ZTI0N2THY Page 1
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AFFORDABLE HOUSING MECHANISMS

Value Capture
Definition Witinin areas of urban renewal, Infrasireciure upgrade or whene othereise govemment has direcly improsed the underying land value of @ precinct, policy has boen
implemenied to capture #his walse upifl and dnect i 1o soclal or afordable housing provision (see West Belboune). Concepiually |t bulkds on principles of Henry
Seonge, and simikrty the inception of Canberra, in thak updf s fand value that is rot direcly inflcbed By e landowner, should nob be passed onio e andowner.
EHEI'H[HE'S Fder lo Appendices” Cify of Meboume inwesiigation.
Implementation This s enforoed Wa an amendment 1o e Seclian 173 agresment in the koal planning Schame hat may Ao examake 200 8 regurement 1o specho 2002 Soheduks,
stizuialing minimum aflordable housing requirements far permiind developmaent (see Allona Marth Strategy and the amendmend CBE). Saction 1735, howeeer, nely
U agraemend by bodh ihe landmsner and the councl and as such many developments have disputed Bhe agresmen, condesied ot o state fevel and appealed the
agreement successiuly {see Fanorama in Boex Hil and the downgradng of e affondabie housing provisioning inoaliona Baorh from 10% o 5%).
Bensafits Wil suzply @ moderale o high amound of affondable howsing ghien thene B value fo caplure and ghien affordable housing condroks are enough bo caphore the enfire
walue uplft as i s a binding condracd, in fheory, =0 doesn't refy upen woluniary arangements (o produce soclal or affordabie housing.
Alicaws for somevwhal e ke negotialions and contexiual responses 1o difierent areas,
Haxs ben enabibed around Mebosme in muEple soalons aready with amend ments of the respeciive coundils planning soheme
Drawbacks s an agresment bebween ten parfes, the capacky e dsagree and anpeal ai WOAT has led 1o cases of cveriuming or signifloant reductions in provisioning.
I SHEKE BD Saphurn I value add of & renewal precingt, which doesnt necessarnly comeabe ba thi actual reed.
I is difieul io conirol preaapifl specdation an land inan urban renewal prednet. In areas such as West Melboume, speculaiive purchasens hane: @l ready Tacioned in
walue addions onlo the and and aflordatie housing prostsioning has become ineflecive. This creales anoiher line of appeal for deweliopers I the coniras ane
framed arcund false value uplit.
Mot Desnbe Sspeculation nherently being a rsk / shouidn't legaly Sk 3 land-oaner i Compensation i, & does impact the exient 1o which a land-owner wil be
il b dewelop af & and may delay sny develanmenl on ske unll underying land values nesch thalr speouleted value (s develasmen] manging which should be
consdered.
Modelling Variables Separaling a proporion of the unils out al a reduced rale o as soid al @ reduced raie
Cheecking ihe aciual value capiuned against the provision mequinemend
Viability Bt ey Shown 10 mo in Greenfiekd devenpmaents when Speoaabon Bt as highn, bul in an ansa such os Amen fes meihod wil nesd fa be assessed against
wiha ihie aciual value upli wil be melaihoe bo what has Been pald for shes fo ensume there il be adeguade walue fo caplune.
Arden i also in @ good positian io ulikze ihis over e shabe heid land as this will cerlainiy noi have any risk of speosation aliached and fhe e use value can be
caplured anfirely.
Aeden Sacial and Afordable Housing Strategy 2TI0I0 Page 1
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AFFORDABLE HOUSING MECHANISMS

Voluntary Incentives

Defimition This encompasses any valuniary policy o siralegie dreciion sef oul by coundl B0 encouage the supply of socal or afordable housing. This could be par of a
SINsClune pian that ndcales desine for inoreased affardabie housing 1o a density bonus Scheme that increases thi o arca ratio of @ sevelopment in exchange tar
cash in e or socalafordabie provsion.

Examplas Feter I Appendaees City of Meboume, Sydnay, Vanooraes and the WK

Implementa‘lion Trils has alwady been done 0 many Insiances as a wiunbany agreement ihal holds @ peoporfion of @l new development acrcss fhe nekghbourhood io afforda bl
and ! or sodal housing. Hcan aiso be simply @ goal as par of a siraegy o stuclune plan.

Density DONUSES are ane mathod of achioving this; allowing developer nensased Aoor space in retum 1or & speciied proportion of atordabie of Sockadl housing or
st i lbey funding afferdable or socdal housing development. 8 s best ailsed In aneas whesne market demand wil be sirong. and the cost of added oo nsiucion wil
be sufficenity oftse by the end selling price. | could Smilarly be wilsed to offset the Ainancial impasiion of mandadory aflordatie housing [1.e. Inclusionany zaning)
and ensure development doesn T skoer down: Equally i may aliow for higher inclusionany zoning mequiremends to be pual 0 place.

Qiher wolunlary inoentves nclude mprovsed planning TMaframes (e nee slide], fee waNers such &5 removing permi or inspection fees, reduclians inhe level of
parking required, or removal of faxes, all of which look jo reduce he cosi base for the developer.

Beneafits Appeals 10 dRWEDEETS a5 IS wouniarny.

s relaifocly easy (o produce by local counciis as a poloy response.
Alicews for MOns Aexie Negotations and conteeiual REsponses 1o indhidual dewsopments.
Stmulsies affcrdable uniis o funding of afordabbk: un ks without caphal cutfiow by B goeemmant

Drawbacks Thie woiunkary nadure of many of fhese poldes has led o na movement inihe secon, pafiouary in Meboune and Sydnay.
= diffcult o create a podcy thal inpenthises affordabie Rousing bo the xtent thal needs ane met and equally (| would be dificull 1o creates an noentive that bolh
supples sodal or affordable housing and doesn'® overcompendabe o deas oper.

Modelling Variables Dinesity Bomus: WNh and wilhout added oo nao usi

\'—Iahl'ﬁ‘l‘.’ ‘Would be mosi effective i1 played cul alongside mandafory condrok as effher a or an on fap of whak must be dane. It ks undiedy That
nlurary incenlves wil e 108 un F BN |5 nd Dase level contrbution (see Rayner et A on Negotation Theany in Fropemy)

Ardan Sacial and Afordabile Howsing Strategy ZT0Z020 Paga 1
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AFFORDABLE HOUSING MECHANISMS

Planning Priority

Definition OMfaning the remoual of poceEsas WML o prorlizing he ASSELSMAant of, 3 JEWEDEMEN 35 G INCEN e b Drovide social or aflorsabie housing prosisions.
Examplas Fater I Apperadons Al matie MEchansms for Arihar information on the polcy and alss i 1ranslion secton of the Tomnls, Onlano insestigatian,
|mp|gmgnh‘|ion Friorly planning could ooour via pol oy changes Dul changes regardng fhe removwal of oerdain processes such as thind-pary appeal rights sowld require shade or

rafienal ivdervention; this has happened before. Indhe wake of the GFC, Thind Farty Sppeal ighis were remced for deselopmients thad included socal hausing in
Awsiralia. There was ako no lower Imil an the amound of soclal housing reguired within Bhe developmend, athough T was] imporiand thal projects are nel cwerdy
dependant on sakes ino the market (Davd Hodge, Viclonan State Govemment). Onlana has 2i5o used this mechanism 10 reduce B et inoumed by the
eddiban of Indusionary zoning.

Beneafits Wiinin @ developnuent cash fiow, “Fast iracking of ihe planning axonoval prooess oreabe(s] the mosk valuab e inceniie™ [FWC, 2019} for increasing the el by
with affordable housing prowsioning acs [ significanily reduces ihe frong-end costs in a financial leasibiity assessmend. H akso Improses the demand o develop as a
developer will e @ shoer period between Incepiion and krsowing whether they wil be able #0 go ahead with Ehe developreni.

Raemecreing thind party appeal righis has been done before and s hosn, B work — bebwesn 2000 - 2092 dhe removal of TPOAR produced 18,700 sooal housng unds
@cross Ausirala.

Drawbacks Ui ol ntiaty Aout b enalle Gty panning in really, 85 planning oo md assessTeEnis s e G ey 30 S0 that actequabs amenton i detal has been
ersured and io mainiain a democraiic process in the development indusiry. Furiiher, i planning priarty was allowed would disadvaniage fhaose nod developing
affcedable housing and exiend their planning period by prooy.

Equally, adding the capacity for prianly planning may increase demand for affondabie housing develapment 1o poink that i 2an be no ity a6 ihene ane 5o
Ny ity pITjects.

The process of remoying righis of appeal woukd alse be Mol in many scenarios, as @ inwobes removing @ fundamentad right of clizens siinin e afecied
locadion. Furifver, nemiowing rights of appead would mesi cerainly assist in s way by reducing fhe amount of red fape invobed howeser B doesn’l necessarly
reduce the planning tme frame Hihe development doesnt B wiihin the scheme.

Modelling Variables Reducing the pre-consinction ! planning tmaframe.

Viability Spaeing up B 0 NNNG POOOESS B viatie in the Arden-Macauley Frednol due o e high propotion of gowernment land and Arden's stalure & an Urban
Renewal Precnel. Ths & oedainly o factor fhal would imorose ihe fessind By for developers afthough fhe changes fhal would bring e greatesi benef e Righls
resoval) would Be the most dificul da bring indo effect. TPOAR remowal could poleniiady be ased on ihe shes inine cenier of Arden where thers ane no exisiing
ruzi ghboring sies and thus no grownd Tor thind party appeal.

Archen Social and Afordable Housing Strategy 2704200
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AFFORDABLE HOUSING MECHANISMS

Build to Rent

Definition Build to Rent is an emerging asset class where entire buildings are developed to be held and rented out instead of sold. This sector is increasingly popular in the
US and UK, particularly with long-t low yield such as funds.

Examples Refer to Appendices’ look at the United Kingdom and alternative mechanisms

Implementalinn Itis entirely possible and undenvay within Ausfralia already, although is limited in its reach down the housing continuum due to unbalanced taxation applying to long

term rental / investment capital gains relative to build to sell. In other words, there are higher costs involved in holding a property long term than there are to sell and
to counter this the product must be higher value (i.e. the product that is coming to market is typically market or above market housing that sufficiently offsets capital
gains and land tax considerations.). Affordable BTR will require either structural changes in taxation and regulation at a state or national level or paired with direct or
indirect financial incentives at a local government level

Benefits Privatised development so allows for limited outright funding requirements for the government

Interest in the sector is increasing exponentially with over 6,500 units completed, under construction or in planning over the year to September 2019, double the
amount observed in the year to Q3 2018. The sector can thus improve affordability on a wider scale by increasing overall supply of dwellings, as well as directly
supply affordable units.

Has the potential to reach multiple sectors along the housing i with q i 3 i and / or taxation changes.

Drawbacks
Largely owned and operated by invesiment firms that have a legal obligation fo return profits to investors, thus seek to maximise profits. If the development is a mix
of market and below market rentals, this may be inflicted two-fold on the market rental units to make up for the affordable ones. To counteract this there could be
CONtrols on rental increases / reversion of affordable units to market that stipulate temporal restrictions on rental increases.
Challenges with having two different managers within the building (if incorporating community housing)
High taxation on BTR assets relative to Build to Sell although this may change in future.

Modelling Variables Investigating the effect of each benefit that community housing providers allow (land tax, CRA, etc) in improving the feasibility.

Viability Affordable BTR can be made feasible through the variety of tax exemptions that are provided to ity housing provi L "AS i bodies,
housing organisations also benefit from land tax, stamp duty and GST taxation concessions." (Victorian Parliament, 2013), which are some of the greatest barriers
to entry for BTR, particularly land tax. Residents also can receive C Rent Assi inC ity Housing. Equally there would be cross benefits of
BTR combined with CLT or crown leases as the land purchase price is removed from the cash flow. City Futures in Sydney estimated that a reduction in land costs
would be by far the greatest means of improving the ibility of
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APPENDICES

NOTABLE STRATEGIC
HOUSING
INTERVENTIONS
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APPENDIX A

CITY OF MELBOURNE

Key Policy Direction & Haomes for People 20942318 was the most recent housing strategy for fhe City of Mebourne, with a new sirategy in planning for 2320 focussing on affordable
Documents herusing. It places @ foous on e mpidy increasing Belbourne population and supoly of houses needs io be able le meet s demand.

Dowl cpmend Bonuses io incenivise through the planning schemee, Design standards for aparimenis, 15% provision an councl land
Futlic Housing Rendwal Frogram |s replacng ok publc housng Stock with a nencyalid "sccial miy or privabe, ookl and atordakie housing.

Soclal Housing Grewth Fund [Homes for Vickorans, 2017] b using the intenest from a 51 ollon invesimen dund fo provide social housing ecross the stale
jestmabed at 570 milion a wear), of which 5% ar 250 dwe lings cwer 20 years & expected 1o be in the City of Meboume

Powers Usad to Enact Sechion 173 agr ~a y ag beteen the responsbie authcriy and a fandowner io delver affordable housing as a part of new
Affordable Housing i
Fasl Track Gowemmen! Land Sendos i baing used 1o find Lump s gowemmen land for atiordabie and socal housing provisian.
Amseradment GETOE Floor area upht in ihe Hodde grid and Soulhbank | an applcan suppies open space, area, DCE SEaE.
design OR socdal hausing
C30a: 6% hausing pi within the West Melboume Siuchee Plan
CI21: Wast i@ rezaning of i land o aliow for cemmancial and reskiential uses. Within this, @ devalopmant flan cveray
was dewaloped which =allows the polenlal i increase the magisum buliding height of 10 sioreys up fo 14 sioreys § 15 per cent of e add Bonal four sioreys.

Inichusdes affcrdabhe housing™
TEme also Amengment G55 Sacion 175 sgreement in Alone Norh, Hobson's Bay Councl for 55 affordatie [25% befow marked bousing

Actual Qutcomes Baiter &paimeni Design Standards sene nioduced
Six per cent hausing is prop for new In‘West Melbourne & Flshesman's Bend
Goal was 1o provide at least 1,721 homas by 2024 and s & nol going o D met
“Commitment i considering nelsdng up ta 15 per cent of dwelings beng made 05 & affordatie b regishered Affordatie Bousing Provdens on Cound] Lard”
nclusicnary zoning pliet is being developed in Parivlie athough the confidentiality of it means thai the provision of dwelings ks unknown
Amerdments Mo afferdatie orsocial housing bl as yet

What the Critics Said Qni najor crtkque of Seoton 173 agreensenits (and asSoCloted s of s in the Gty Of MeiboumsEe) B St it (s voluntary, S0 0w KOs ant ot gang 1o {mosty]
Incorporaie affordable or sodal housing s i doesn® makimise finandal refums (Rayner ef. al, 20748). This i based on negodalion theony; slakehoider Infenesks «
arwdlar [ g bs mofvaied by the motivalions and Inlerests that they have, inihis way afordable housing s typicaly considened as a
and are re o supply i Mutual Gains « inconsisient gains acess councl areas will noi necessari by bring mom
aflorabic NoUSng 4o hose Wilh Nigher rakes. rather Wil oe-motivake JEvweoners fom ko king o thal oound | area and instead devekod Whans hEn IS mane KEneny.
Haning universal, mandaton requirements will mvwerse 1his; Access 10 Knosledy e - "knosiedqe s power”, develoDers have @ gneater comprahengion of the fnanc il
feasi b ity assumplions hal go no developmend dedsions refative fo planne rs, which "ereales opportuniiy for expiotiation™.
The Public Housing Renewal Program has. been crilicised for applying assumptions fhai benefi or ane derdved Trom developers raiher than achsd needs (linking inio
thee above Tknowiedge is power]. The mis ol private and sodal housng [70:30] was found o Kol Garmy any substancs rom @ needs perspectis bt raiher was

A maznitary o the finan ol required for o privale dese oper be creabe o feasible deselopenend. |also Inse sely reduces Pubiic Housing' stock o 0,
unllhauﬁlnumllﬂlurb.smld[runhylrmlﬂlqmnﬂl'pnrpmnh and further reduces the amount of land in Mielbourne that s gowernenent owned. Furher
fhad weni ‘was that of ensuring & divide of social and privade lenanis as fhene will ofersise be an nepact wpon demand & vaise, which

mmmnmmyluuﬂﬁmuu 202 and MpuyEn, 2008]

An afternaliie view wans offensd Dy AHURI, 2047; "The psical deding and financial consiminis amund putio kousing has resufied in an intrease in inansfes of
nousing from state and femony o o iy housing f |CHPS], snoe 2007 (Fawson, Martin ¢t al. 2016). The ohjective s

hmpnmwmmlmumunmmnmm nmlnpcrhnnf mmnwimmlm nacessary o servioe detl funding. Transder

of itles alow CHPs (v use the cash Tiow as leverage against which they can bomow finance, enabling the gowih of The secior and is abdly o dellver a greaber

FRIMDET Of SO able NDUS ing aplicns”
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APPENDIX A

SYDNEY

KE]' Poi[:, Direction & HEW offerad a ‘densly bonus’ In 2006 bo developers bo Incisde afiondable housing in relunn dor grealer loorspace capacly

Documents “AVolunary Planning Agreement *... s an agreement enbered inlo by @ planning authority and a develaser (NSW Gowt 20170) Uneder this agreement & developar
can agree o furd afordable howsing, which can be made Throwgh “the dedication of and, manelary coniributions, consiraciion ef infrasiruchune [and] provision of
oS Tor s o Benel andinr use” (NEW Goet 2017h). The CoS [City of Sydngy] uses Sech pHanning agreemens =, .. b0 rdspolde Jifondabas hossing prostsion
Henugh major dessopmants” (CoS 2005, p 9. 7 UTE, 2017
Seling councl land at a subsidsed rate bo comnunity housing providers
The Sresder Spdnay Reglon Plan allows for consideraiion of inchesionary zaning in an wban renesal precing with e dalowing condiions:

1. Tangetng towands wery Iow and krw incoms (<B0% anta medan incame)

2. Only apply 1o up-2oning of precincts [Urban renswal]

3. Only apples 1o rendal tenures

4. Alkowes dor Nexble rabes across Sydney, dependant on a needs assessment complied by the relevant councll anea

5. Relided o above, each anea wil be subjec bo viabil By tesiing for Incus onany zoning

€. Fees ey can be congdersd hul anen't explcity delaied

7. Developers mush hand over units af meo cost e e commandly housing peovider Fqualfled rendal coemator

8. s combined wih BecTd agreensenis (Bke sectan 173) fhal oen provide added incendves or benuses for affodable housing increases
Powers Used to Enact Frandding flsar space incentives for deveinpments which oontain atiardable housing 1hrugh the planning mech of the State tal Flanning Policy
Affordable Housing {Aflondable Rental Housing) 2008 [ARHEEFF)

b far wihich confain heousing via such as planning
Qffering fAnancial and ather np with tha Co Gowernment, 1o bkl and rent i propenies o bekes mankel rents via Matianal

Renial Afordabiity Schemes (NRAS)

Making grants svaliabie (o ssssl consruction of new, seif-condained boarding house sunply via The Boarding House Financlal Assistance Program {BHFAF - Mes
supply}

Iaiing grants avaiiabia for fre satety ungrades 1o boarding hauses, via the Boandng House Fnandial Assslance Program (BHFAF - Fire safety)

Encouraging parinerships beteesen CHPs and athers, induding privale developers, an affordab e housing projects.

Through Sdate Environmenial Flanning Policy Mo 70 - Affordable Housing (SEFF T0], the siate go il hes the defhvery of housing by allowing
counciis io coleci development confribuiions.

Actual Qutcomes Communies Phes (7 major sites and 22 Beghbourhood Frojects) E.g. Ivanhoa 1s a major site example which invohies fransforming 2589 sockal housing properties
on a 8.2 heclare sie inbo a socaly infegraied neighbewrhood of around 3000 do 3500 prapedies inclsdng over 850 social and 128 affordable rental aparimenls

The density bonus refumed jusi 1,287 affcedable properies acconding o AHURI, increasing affordable supody by <1%. Only four councils acually Incuded
Fgruemants wihin e schemaes.

MRAS i3 hiting ramavid 50 o¥eniona wh s gening by on this incentve wil be moved up & market rent (once their 10 years has finshed)

What the Critics Said Communites PLE: "Eipens say Ihe program s argely abodl replacing exisling stook by negeneraling cument social housing estaies 1 add vakse, and then
caphuring fhad value B fund the repface ment of exisiing socal housing ™
Daengdiy Banus: ™0ur shudy has shoem thad you don't gef @ lod of aflordable housing when you'ne reliying just on woluntary incenfives neechanisas ™ Mioole Guman
[AHURI[; =1's @ woluntary agreement, 50 what some of our prosders have sad . (s that o get 2 project over this Bne, Somse developers — and Ty wan be the
—will skign an agr with a hioussing provider, @nd fhe commun By housing provider wil say ey will manage §when i s
bult... That's he last Ty ever hear of (1. Who knows how many of those tings happen. bt i s voluntary and THent S no compdlanoe regime.” Wendy Hayhurst,
MEW Federaiion of Housing Associations

Ardan Soctal and Affordabile Howsing Strategy ZTIOZ020 Paga 1
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APPENDIX A

PERTH

KET POiI:y Direction & The Metrapolian Redevecpment futharity and The W Affordable Howsing Action Plan guide most of the acions in Perh

Documents An citecth of the Afardabie Housing Strategy 2010 — 2020 "Govemiment fand and housng agendes 1o dedicate sinimum 5% of nd projec peks o afiodabie
land and nousing”, for which Ihe prvale sector wil he engaged 1o deveksn. As refemed 1o in the Cockbum Galeway Affordabic Housing Sirategy “Research did not
find & singke exampie of affordabie housing delivery fal did nol rely upon a Public Private Parinership”.
The Metrapolian Redevel cpment futharity (WMRA) has a policy [DFS] that proposes thad 12% of afl new resikdential dwelings in deselooments of over fen dwelings
shiould be afordabie. The afiardabic housing oan be shared aquily or sooal housing oot 1o dala have all been Shaned GQuty. The deveinper Salls the afiordabie
Feusing I the State Govarnment [genemby the Housing Aulhonty) at construction oot according 10 an agreed cast char and ihe Housing Authorty than seis a
share of the (market) vakse of the dwelling o an ncome resiriched aigible buyer to recsup heir cost outly. Dwelings ane refainid as afordabibe in perpelutly
thenugh a resirictive covenant on ftle and through parfal Slale cwnership” (Shelier, 2318) The MRA alsa has invesigabed:
= Lewerag|ing] METRONET [new irain system ! stations] precinecis and govemmend reles tor sodal and affordabie housing cubcomes™
= EDVE M B and housing devsio pmaent agencies wil dedicate @ snimum of 15% of project yields +o affondatie price points” (Hasssl, 2018)
« Adternalhie benunes
« "Eslablishing a privale renkal brokerage scheme and o nobdordividend housing company® [AHURL 2017

Powers Usad to Enact Keystart homee ipans: in effect since 1988, Keystard offers loans al 2% minimum depcsil frstead of fom 5% ai other lenders] and with no Lenders Margage
Affordable Housing nsurance, N ako aliows tor Shared Equity homae lsans.
Tha housing and js package a5 par of METRONET IS said (o be producing 1,390 homes ower four years, 300 of which Wil be socal housng and 400 at ey
lve| pricas”

"In Wi, under ihe EhanedSiard shaned ownershin program, purchasers can buy newly bl or off thesplan dwelings, in bath meirapafan and reglanal locationrs.,
winich are offened by the HoUSng Authorly (Housng Authority 2016<). The Housing Authority sil netan up b 30 per cent of e aemership of he sweling, and has
s @ lange DrecuremEn fogram 1o bulkd or purchase dwelings which ghies them the dsoreton 1o ensum that the dwelings remain affordabke ™ (AHURI, 2017)

Actual Qutcomes Wie'ne proud thad Bhe Edrategy achieved the anginal tanged in June 2315 and asssied so many people. Through smard parinershics across ihe govemnent, privabe
soaior and nol-forprofl seoars, e Govemmaent provided 20,000 new housing cpponunites for rearty 50,000 people all along the housing contineam, throusghoul
WRSIET ALSITSNA.” Wil on way 10 reaching 35.000 homes 107 Kie and moderal INComes afer adjustng to 30,000 in 2017,
"Thee Keryslart program was infroduced in 1888 and since [is inceplion has enabbed around 98,000 pecple fe achieve home oenership with BB per cend ol these
loans for Brst homes buyers (Housing Autharity 2018a)" [AHURI, 2047
"MRAS o wared over 10 par oint of tha total [10% af 20,000 dwelings] and the SHI provided @ lange proportion of 1he new sockal nenal dwelings. emphasisng e
importanoe of Federal Gosommant funding in haping 1o dellaer the 20,000 targat. Only 3 small proporen of the overnl okl resulled [rom joint wenlunes with the
privale seciar [AHURI, 2017)

What the Critics Said Ferth has seen remarkable uplF in affordable housing pros ks kaning over the ten years. o bodany with bwo umeand revis ions on fargels due o reaching e previous.
s cary. Th SUGCESS & in part dus to 1he partal inckisicnary 2oning obsenved in METRONET and MRA radevelopment shes bt manly s due to the Heystan
FelmEicanes. Tl @mou mied 1o Rl of e 20,000 affordabie dweiing 1anget. (n this way 10,000 of the afordabe langet wWas nol nee aodiions Sl puncha Ses mads
with e Foeysiart loan. bschnically nod adding fo the affordab ke housing supply. Other methods that increased affordabiity was renial bond assistance and
parinerships wih he private secher thal produced 12,000 lots [bo 3017, "a majority of which wene el befow B iocal median orice” (AHURI, 2077]. This shows tat
although innovative: are Importand, extsing policy may be undendlsed n many stabes and just nequine a simlegy [such as the WA Affordable Actian
Flan] e increase awaneness of their copabdiies; "The strategy Shifted e DOMMUNRY 00 MSEation m a focus an pubiic RoUSngG 10 an understanding of ationdabie
heusing along & condl and it introduced the o aikan inko the public domain, ralsing awaneness of the Bsues. " AHURL 2017)

Arden Social and Mioedable Housing Strategy ZTI02TH Page 1
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APPENDIX A

VANCOUVER - HOUSING STRATEGY

Key Policy Direction &
Documents

WVancouver's housing and homelessness simbegy has looked bo increase the dversiy of housing options for Yancouwer residenis, and reduoe fhe evel of
hameiessness. 1L ks i light of rapdly Inomeasing unalionatd ey in he oy, largely a tauk of inkernational neestnent.

1% Emply Homaes Tax [counteracting h prabien]

Shart e rental regulations

WaAHA Liatsing with the Gy of WYancouver (o proside modudar housing on ceuncl land [eammunify land irusE] langely o house ihe homefess

Renial 100 Warious planning inceniives io increase e supply of rendal housing

Doty Bonuses for adding rentad housing inba Commerial Zones

Powers Used to Enact
Affordable Housing

Federal Affordabie Housing innowafion Fund and Radional Housing Imeesimend Corporation
Affcrdabie Housing inderim Rezoning Poloy aliows thase with single., low density 2oned loés to upgrade fo med um or high densiby i peovidie 100% rendal housing at
& male deemed afiordabas by councl [mane of @ SUpEly iitiaihe than necessarly providing ationdabie housing|

Actual Qutcomes

Lksing the fureds from ihe Emply Homes Tax, some alocation was made fowaeds affondabie and crisks housing

Federal Investment: The Canadian Gowernment creafied an Aflonrdable Houwsing Innovation Fund fhat gives maney io innovadve financed and 1 or designed
aeveinpments. This owed through 1o as matkalion Tor provncial govemments, a5 BC Housng establshed o natenal Housing Investment Corpomtion [B.C.,
Qniario & Mandioba States] thad prosides "low Inberest and fioed rale 30 year modgages exclusiely io noneprodl housing providers, as well as specalsed expeise
In afordable hiousing development and snanagemaent” [Whitzman, 2018)

Thine nave bpen efions 1o cofaberaise and Dund i co-opealid and nan-prolll e npmants

WVAHA 2 ZEE modular omes in deveiopmaent, S00 completed n 2018 [Targel 2,500 by 2021)

Dunislby Boonuses ane yed ba be infroduced

"&1 the 2017 midway poink of 10 year largets, Yancouver had surpassed fs marked rendad targed by 41% (ower 7,000 rew markel rerdal dwellings, due do sirang

inherest from private dowelopers in Rental 100}, and had achaeved 559% ol 10 year tegels for socal and SUpportve housing {5,000 and 4,000 unils respectyel] in
five years™ (Wwhizman, 2048]

What the Critics Said Inecaniives for rendal housing oreated aimost 9,000 rendal aniks over a decade (B, 2018 bl have nol necessanly provided affordable housing. Many ane just
making larger profils with fhe ncentives.
“I1l begin with a queston: D you Think SEE milion Spent io bulld S05 unfs of lempomary moduiar housing (n Vanoouwer i gocd value for ihe money 7™ (Vanoouer
Caurier., 2019}
Aeden Sacial and Afordable Housing Strategy 2T0L00 Page 1
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APPENDIX A

ONTARIO - INCLUSIONARY ZONING 2019/20

Inclusionary Zoning
Guidelines

"Incius onary soning would anply o projecis of 100 uniis or mone in e Doeniown aea or east and west of Downioen, and fo projects of 140 unfis o mare inall
CANET areas of e oty . [and] woukd anoly only In SIng and moderae ma kel ansas

nclusicnary zening wil assist iow and moderate income houscholds, reughly the 30th fo fhe S0Ih percentile ol income. This ranslates io bebween 535,000 and
E&T,000 per year Tor reniers, and 542 500 and 227,500 per year far cwnems.

Requiremenis for condominium projects would be 20% of units in siiong market areas and 10% of unis in moderaie mankel ansas ad must be atfondabde.
Requirements for rental projects wodd S 5% of unils nSinong markel areas aned 2.5% of Unis in modEnate markel ares (hat msl b aito dable.

Afordabie: housng unils soud reman afcrdatie for & penod of 26 years.” (Ursan Toronlg, 2019)

Powers Used to Enact
Affordable Housing

“The City's hackground fnancial impact analyss and p poioy tor ,znmqw-m prio 4o thie of Bl 108 in the
pemvinciat lagislature in May 2096, Il D8 made changes i the Planning &et that linit whare ¥ Zoning bo sther Proleciad
Miajor Transh Edation Areas [PMTEA] or areas where @ Development Perm B Sysiem has been m-dhwﬂ-llnlﬂ:r Prwicishy under Bl 7 [the Promoting
Affcrdabie Housing Act, 20716), municipal i es were able o delemaine the areas wherne incleskonary 2oning would apply.” [Shebe of Onlario, 2018)

“Following changes o the Flanning Ac that came info effect ik Apcl 2002, nunicaliies In Ontaro wiere granted fhe abiity o implement nous onary zoning, which
SNty SO nod Extst in Canada.” (Urtan Tonama, 2015)

Transition Arrangements

s ihe low would seeep across many precincts, Ondano sei up reguiations for improved planning times and reduced thind party appeal righis o neety affeced
[T
ONTARID REGULATION 286118
"« Expanding the grounds of appeal of a dacision on an offclal planfamandnent ar zoning by ewfamendmant and alowing the Local Planning Appead Tritunal ta
make any land use planning decsion e municisally or approval autharity could have made applies (o
appeaked decsions in respect of which a hearng on he meriis has nod gef been schedued by the Local Flanning Appeal Tribunal

= Expanding the grounds of apsial on @ ok of deosion on an ofdal plan'amendment o Toning by aw amendmient and alkvwied the Local Flanning Appeal
Tribunal io make any fand use planning decksion the municpaliEy or approval auihoty cowd hawe made apples do:

applcations appeaded for the failse of an anproval auaihority or munid pal By o make a decision within ihe legisiaded theeline inresoect of which @ hearing on the
TS, has nit ol been sohoduled by the Local Flanning Appeal Trounal
= The remaval of anpeats ot than by kiy parizipants (@.g. e provinoe., municipaity. aopiean) and the reductian of approsal authority decisian limelines far
mansdec slons of officlal pl ks applles whan ihe changes came Into foree {1Le, Besiembar 3, 2019, as specified by prociamalion).
= The remaoval of anpeal righis ofher than by key paridpants (e g, #he provinoe, municipally, applcant, uifity companies, eito.) for draft pfan of subdivision
approvak, conditons of draf plan of subdkision approvais or changes 1o Iose condifons app s whins:
M nolicd of Ml SO Sion b dral 3ppemye or change condiions is guen, of

condlions e appedl ad ofer INan ot the lime of draft apprmval onoor aer he day ihe changes oame into arce (@9 anheals made dwring appeal perods that
e aifeer thae changes came inda force on Sephember 3, 2098, as specfied by proclamation)
= Thee redudiion for decksion fimefines an applcations for effidal plan amendmenis [120 days). zoning byslow amendmenis (30 days. excepl where ooncument with
cificial plan amendmend for some proposal ) and plans of subdhision {120 days) apples to compleie applications submitted after Royal Assent.” {Siate of Ontario,
2019)

What the Critics Said

=« That if doesnl e ke enough ~Mast I [Inchsionary Zomng] poides requing Somewnisne between 10 and 30 peroent of new unis to be mnled or s at
"aflordatie” mbes (generally defined as a price poind at which Soia ) mondh e housing costs do not escesd 30 parcend of med an household income in fhe ansa ). The
Oniaric proposal nod anky doesn requine had, B prohibes olies fom mandaiing adlordable rates for mone Ban & percent of wnks bul® in ke-density amas; n higher.
density aeas, the cap i 10 percent.™ Cliylab, 20498

They are also nol alowed an rental propemies, and ane alowed i ga haok ho manke! winn 30 years. This 5 10 companson 1o lenvs overseas that push for 10 - 30
peer oot affordatle heousing ower 98 yoar Issses [eg. UK} Furiher, ™ Onbario cibes wand fo inpiemend incleskanary 2aning, fhry Wil be raguined o reimburse
deveinpers for 80 percent of ihelr kst prafiss. ™ (CityLab, 2018)
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APPENDIX A

UNITED KINGDOM - BUILD TO RENT

Documents

Key Policy Direction &

UK separates itself from Australia and Canada in its high supply of social heusing and high expectations for affordable housing provision; "around 18% of

households in England and 24% of housing in Scotland [are] in the social housing sector in 2011 compared with only 5% in Greater Sydney" (Community Housing

Industry Association). Further provisioning is largely focussed within emerging housing models such as BTR to main

in this proportion and align these emerging

sectors with established planning conirols. The high level of social housing also means that Private Rentals have been relatively uncommon but are now increasing

in proportion
Other Affordable Housing Policies:

Housing Benefit: Welfare payment for housing, similar to Rent Assist
Shared ownership is provided through a housing association, where an eligible person can buy a share of their home (between 25% and 75%) and pay rent on the
rest. To be eligible, the household must earns £80,000 a year or less (or £90,000 a year or less in London), and be a first-time buyer; a former home owner, but

cannot afford to buy one now; or an existing shared owner. Local eligibility such as

criteria

ploy

applies.” (C Housing NSW)

Powers Used to Enact
Affordable Housing

Section 106 Agreements: "203. Local planning authorities should consider whether
use of conditions or planning obligations. Planning obligations should only be used where it is not possible to address unacceptable impacts through a planning
condition." (NPPF). Similar to section 173 agreements in Melbourne, these can cover many charges or enforced provisions from affordable housing to road works.

could be made through the

For Build to Rent, these
investments, the loss of tax relief on so-called buy-

in regards to i

-to-let

interest and on vacant

were waived, as well as a host of other subsidies such as “lower tax rates paid on BTR

vate

b pri
dwellings, which the Financial Times reports has nearly halved to 10 per cent of all home purchases from 18.7 per cent in 2011...7 (The Financial Review, 2019).

Private/Public P. with ¢

housing

by many councils

Actual Outcomes

Has boosted the supply of private rentals and enabled counter cyclical prope!

development; “The push has worked. The country now has almost 30,000 complete

build-to-rent dwellings and another 110,000 under construction or in planning said Mr Leahy, a member of the peak industry body British Property Federation's

residential commitiee.” (The Financial Review, 2019).

Councils have adopted |.R.R's closely aligned to private developments when handing out their loans, which has reduced the positive impact (Sammon, 2019)

What the Critics Said

Section 106

have been

has reportedly not always found its way back to affordable housing

by legal firms and developers to provide cash in lieu instead of direct affordable provisioning. This cash
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Whatis? Implication Enabil
- . "The 3200 paricpating households in Canbema havwe
hﬂi‘f’;:_ii’;’:{”:af:‘::ﬂ‘;; ::'_‘:"'I:‘:S“u::ggfﬁ:ﬁg’::ﬁf::anv ;:g_?g: mi |m;;1tg|?_usn9ccs|s.shm Is incepion in Land Davelopment Agency: Land ralaase
Land Rent | tor e Grown iease bo be a fand rent lease. For polential lessees, g, S land renl schems and ko far CHE
Scheme - choosing this aplion means reducig the up-front costs assocdaied wih “Ban Land Rend has been dogged by probkems and has [Cammunity Housing Prouiders]
ACT awning @ hame. Lesseas dont need o Anance the cost af the land; they nagded conslant Ana-funing 1o dalar atus by Shrewd AGT Planning and Land Authary: Amending
N i Enance caly e CoSs assocked with Ihe fransfer of the land (sucn | vesions or bulders. & spokesman for Economic tne Teritary Fian to enabie the smal kot
Gawernment as duly} and the consinction of the home . As of 1 Oclober 2013, the Development Minksler Archew Bar sald e changes subdivisions, aduising the LD an land supply
Affordable Gawernmant restrcls 1hase whi Can access e Land Rent Schanss ooy | woud horher ".“"'"q""’" the Infegrity f" ""_’ scheme. The argets
Housing io moderale:ncome househokds that are eligibie for the discount land rent new igkdiy critena whl restnct the scheme t o o AGT Hotsing: Transfer of publi housing 1
Action Plan | rete of 2 per cant [on a 99 year lase]. The standard 4 par cend land rent '“C"C'T"ﬁ;“r?:dm'f “nfitf‘ﬁ‘d’-h"flﬂf'-‘ Tha 4 II:CY "-E'“ ta CHC. various puble housig neforms™
raiz Is no longer avalabie fo new enirants fo the scheme: ™ (ACT fae, whic no incomae &g Dilty criera, Wil na langar (SHURL 20177
Gaorwernment, nod | be avaiiabie o new enirands B e scheme.
Canera Times., 2014}
“ihe Nordhem Tenitory Govwemment has imsesed 581 mikion o provide
Subsidised | amerdadie renlal accommedaton for SMEKYSSE N key Serice indusines, “There are currenty 340 deekings far ow-o.middis: Wias enabled through govemment funding of
eI e | R L e e Income ey workers acrass the Noriherm Te 017,
Territary Gawernment 2016}, Tenants nust et sigk:ey crieria hased on e AR T T i O I
Housing - i AHURI, 2017 prtvate rentals and fhen sub-leased io key
cusehold income. Winder this program, The gosemmen eases privadeliys o
NT owreed dwelings and nenés them B The ey workers ai 30 per cont below
market rates” (GHURI, 2017
“Local councis could Superzhangs 1he sunpy of afordable rentsl housing
by cuffing appenval mes on projects and orealing sekings thal sould afow
develones io el onprice sock 10 nvesions.. Developors who saved
manay an the shorer approval time — which in Vickoria can faie up o fao FWE underiaok madaling an the cier ihree kcentives
YEATS — DOU Si @& NAIMDE Of ROMIES N & Given DEWEopmEnt @ VT BrCE | oo mes cogna g s e,
atne rat oss. Thay coud be Sought and sokl frasy, SUlsith a ragarament
— froen an encumbrance placed on the Hie —o be leased at a lied dsccund | - A5 IRCkng planning appraval
in the prevailing marked rafe = (AFR; PWGC, 2015) = Combinng fast racking and reduced car parking
Fureding was siaged o be infroduced in 2008 and 2010 before being skrety = Reduced car parking on (is own and ;"_S::s-"i:1“::’&?;":;{:'2::::?1?"“
remani CHET I NEE 10 VEaTS (Was atea s going to be repealed). They = Walving Councl mbes Increasingéy ihe lenkency \n which deoiskns
Planning alocatid & total of 55238 hilion over tha hiee and & hall years win Fast tracking af i . _ an weghed Lo 1 S noted it 1ke St &
— another 5400 milian gaing fo malsenance and repairs of exising siock ing af th planning approval process creaiod the nad up- 1= ! ing
Frmnty. They aisa suggesied the falowing refarms: most valisbe Incentve. Ths comgrised providing @ nm.lmd iy Increase the guandty of
Various planning decision in thee months (fypioaily sic monghs). anpioations fo the et that no one can be
+ Remoing stamp duties Tris would be possbie whern planning controbs do not priovitsed
¢ SrEmning faned 1naon i FEMORE 0EINCEnaEs 1o Deperty affer third panty nofification and axpaal fights, such as
Irnvesimeend cumreni arangements fishermans Bend. Far Counclls
. N - " Inferested in consl dering this incentive, s wouwld requine
;d:::rg;::;\gflr:nx::r:l:il;Lrﬁ:u;z':;(l\.nngahwqn;nina and caphal the preparaiion of @ Councl operaiing famework as a
) . ) Uit 1o the panning process, and Kantiaation of the
+ Revising NEmsTUCIUS Charges bo femovs mpsdimaents 1o housing respurting Implcaticns bo provide @ fastrack capachy =
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+  Refning RA and increasing s maximum rale io ensure fhal renbers ane
able io afford an adeguaie standard of dweling.
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What is?

Implication

Enabling

Community
Land Trust -
The
Metherlands,
UK & USA

“The premise of the CLT IS adain, mdically simgie. The inst
awne the land, residenis oen bhe buldings. Legaty §isa
“tenancy In commian” beteeen the home oemer and the nodfar.
profit CLT eniity. Or fne CLT can peovide land Bwough SSayear
heates with all the TAREINGS O hOME CWRErEhip SUCh as the
OppCOUNEY I Dk, rencuale. bequeath, of Rep Dot When a
CLT residert bulds a homae, ey Mnance anby e consinscion.
When a CLT reskdent sels a home, they sef anly the bulding
and cannol make & capial gain om Bhe value of the land. Capia
Qains to e knd remain with the trast, and he @epayer sabsdy
(e, the land s retanad In parpeiufty.” [The Age, 20409

“Many of ihe homes compuisanly acquined
by thie Linking Melboums Aathoity (o
riak wy Tor e defuno Exstiest link)
are ideal candidates. The homaes
prewiously oocupled by profesters on
Eendigo Eineet, Colingwood; the Evo
Aparmants (n Farkvll; fhe old Home
Hardware she on Alewands Parsde,
Clfton Hill. Meboune Univarsky
researchers ideniilied 255 sulabie shes.
hiaid by publc agencees with he potental
1o host up 6o 30,000 homaes. |n th W
there ane now owver 260 CLTs, hak of
‘which formed in the lasi feo pears. The
largesi US CLT has grown o 2000 homes
thanks & ks patizntty edpanding capia
base” (The Age, 2019)

"Onership’ s conceived in propedy faw in the Weslern fegal inad Bon
IDOUSES, O enckesurs and the right to axclude others.. Wadek such as
SO Sred COMTANly nd NUSIs mepresont aifenent undarstandings of
propasty thal foous mone on the sockl dimensons of cwnsrship than an
profil maximisaion” (The Universiy of Wesiem Sydney, 2013) There's
ourendy no way o sepanade and and property from a deed of warant in
Australia

"Leasing provisions in the Crown Land (Reserves) Acl 9972 ant used 1o
authorse a wide range of keases for commerdal and non-tommecial
purposes on reserded crown land. . Graniing exdusive ccospation of
Crosven land under @ lease shoukd noi ooowr, exoepd whene it can be
JuEtitied There aie bEnefils 0 1he communEy rom 1he lease Leasing
shvuid suppont the development of heatihy communiies and, where
approgriale, promoie mvestmen and encourage innovation. Both fulune
and present needs and opporunities showd be considened. Benefiis may
bz Snom oF Koned S direct of ndnecl. GIMETMEnt poiy and programs
provkle 3 guide Indelemmning Ccommunty benafils, Annioatons (o ease.
Croewn kired Wil b assessed by land managers an thelr merks and an
assessment wil be made of polenilad benefis and burdens ™ (Rieserves
Wicloria)

"Eozial Wiahaung — social dwelings — ane social housing unis
wilhin privabe housing develanments in Germany. Thi rent is
bmied 1o affordabibe kevels (about 50 per oond of markat rent) for
usualy 20 years, afler which | neverts to the matket, ghing
buiiding ownsers incentive jo propery mainiain The properties.
Ausimba could do this now wilh clusonary zoning.” {Kale
Ehaw, The Age, 2099]

“Esugrupge — Garman-devakoped Dukdng groups — ane whens:
residenis pool Ber resource s io buld el own aparimen
buiidings, not unlke the Mighingale model in Mefbouwme, again
usualy seif-financed under mone Bexbie lending sysiems.

A USTTT B QEen mi s ool d fac e o meresl loans 1o
designated sefbuld enterorises.” [Hake Shaw, The Age. 2013}

Baih increase the sunply of afomabie
housing, ane Tor renkal propesies and ane
Tor purchnsers {mainky) athough i =
difficuli io quanlify e exact Impact as
hay have been around for quie @ whie:

Az mantioned by Kabe Shaw, 0 S0z Wohnung approach could be

enabied through nclusicnary zoning whikst Saugrspe wowd requine an

govemmang o not for ool finand e 4o enabke. The [abier also requires
Arom ihe i 1o be involved in such & project,

and as thus there ey De @ JMerEnoe N eHLoiwEnEss within 1he

L cuhural win Germany.

Alternative
Housing
Models -
Wienna
[Austris]

“Today ancsnd teo thinds of ViEnness ns gents (e in such
publichy-owned apariments, based on @ cost-rentad approach,
‘which inks rends B2 incomes. This culs the link bebween price
and maret walues and insulaies fhe oty from poperty marked
Exiremas.” {The Irish Times, 2019) Theen ane a0 rend condmis
2100 prvate nental ROUSIng 1o S10p YDET Spocuiation and
malntain renis ol afferdable fevels

£2% of the Yienna population now Ives in
pubiliz housing [mare than 0% rentj and
1hie city has bean ranked as e wond's
st beeabbe dor the past bwo pears

"in the Austrian capilal, mone than B0 per cand of residents Ive In 440,000
social homes., about hall oened dinecify by the mundcipal gosemmend and
the rest by state-subsidised, nofdonprofi cosope rafwes ™ (Rew
Etalesman, 2015) ks mainly Areded though govemment subsdes and
direct govemmant Invesiment; “Yienna soends mane tan €570m & year
on subsdising, constructing and preserving public housng”™ (Thi
Guardian, 2047]
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