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CITY of PERTH

RESPONSE TO COMMUNITY DEVELOPMENT AND JUSTICE
STANDING COMMITTEE

"An inquiry into the adequacy and future directions
of social housing in Western Australia"

The City of Perth recognises the important role that social housing plays in the
community and is grateful for the opportunity to provide a submission to this
Inquiry. This submission focuses on the first Term of Reference. It discusses
the City's potential role in the provision and facilitation of affordable housing
and how this can be supported by the State Government.

TERM OF REFERENCE 1: THE ROLE OF GOVERNMENT, AND THE PRIVATE

AND NOT-FOR-PROFIT SECTOR IN FACILITATING AFFORDABLE HOUSING.

The City of Perth is a strong supporter of social housing and recognises the
importance of providing affordable accommodation for low income
households, particularly in the inner city where there is a range and
concentration of services available to residents. According to the Department
of Housing, over 6% of housing stock in the City of Perth is currently used for
social housing, which is the fifth largest presence of all Local Government
Authorities (LGAs) in the metropolitan area.'

Over the last decade, rising housing prices have forced many low and
moderate income households out of the inner city into other parts of Perth.
The result has been a growing market gap between social housing (available
only to those on low incomes) and the private market, which is increasingly
characterised by high-end apartments that are only available to people on
high incomes. This growing gap has become a significant concern for the City
in recent years and led the Council to adopt an Affordable Housing Policy in
February 2008. The policy formally recognised the importance of affordable
housing and outlined the City's strategic goals, objectives and policy
commitments to encourage its provision.

Following the adoption of the Affordable Housing Policy, the City
commissioned a study into affordable housing within its boundaries to clearly
identify the nature of the issue and provide it with some clear, concrete
options to address the issue. The resulting City of Perth: Affordable Housing
Mapping and Incentives Project comprehensively documented the changing
nature of affordable housing within the City. It included 48 recommendations,

1 Department of Housing, 2010
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suggesting a range of options for the City to improve the provision of
affordable housing (including social housing) within its boundaries.

While the Mapping and Incentives Project reinforced the importance of social
housing in the City for very low income households, it was also very clear that
a range of affordable housing options are needed to assist low and moderate
income earners, many of whom have been displaced in recent years by
rapidly increasing housing prices. Affordable rental in particular was identified
as a critical need, although home ownership options are also required for the
City to build and maintain a diverse residential population.

As a result, the City of Perth strongly recommends that the State
Government consider the development of affordable housing products
targeted at low and moderate income households, to address the growing
need in this cohort. An improved level of affordable housing for this group will
not only help to sustain more diverse and healthy community within the City
(and other jurisdictions across the State), but also give residents the (
opportunity to move between different tenures as their life situation changes
(eg family formation, retirement, career change, job loss) without being
displaced from their local community.

Potential Roles for Local Government

The Mapping and Incentives Project suggested a range of different potential
roles for the City (and other LGAs) to encourage the provision of affordable
housing within its boundaries. It charted a continuum of potential responses
split into three broad categories, which are summarised below:

Awareness Raising &
Facilitate Affordable Direct Provision or

Housing Through Planning Management of AffordableAdvocacy
Functions Housing

The City of Perth is fortunate enough to be able to engage in all three levels
and is currently in the process of funding and developing an affordable
housing project in East Perth to assist low income key workers within its
boundaries.

The high cost of providing housing means that few other LGAs will be able to
fund or manage housing themselves. Most have the capacity to engage at the
"minor involvement" end of the continuum, by raising awareness of the need
for affordable housing within their community and advocating for its provision.
The majority will be able - in the right circumstances and with the right
support - to facilitate the provision of affordable housing through their planning
system and this is an area that the City suggests the Committee focus on as
part of its deliberations.
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Planning Policies to Facilitate Affordable Housing

Planning and development policies have been used by state and local
governments to deliver affordable housing, both in Australia and overseas.
There are a wide range of options available, which can vary in their
effectiveness, depending on the location and issue that is trying to be
addressed. Some policies use mandatory provisions that require developers,
landowners or governments to provide a certain percentage of all
developments to affordable housing programs, while others include more
incentive-based approaches. A table of potential options is included at
Attachment A.

For local governments, Town Planning Schemes and associated planning
policies represent the most effective means to achieve affordable housing
outcomes through the planning system. The Mapping and Incentives Project
considered a range of options for the City in this regard and included a
number of recommendations related to its City Planning Scheme 2. Key
recommendations include:

• including specific (defined) reference to "affordable housing" in some of
the objectives and statements of intent within different parts of CPS2;

• introducing development incentives (eg higher densities, plot ratios or
height ratios) to encourage the provision of affordable housing in
appropriate areas;

• seeking a contribution equivalent to 50% of the additional benefit
(profit) created when a developer chooses to take up a development
incentive. This could be in the form of dwellings, land or monetary
contribution and would go toward the provision of affordable housing in
the City;

• encouraging the supply of low cost (ie not designated "affordable")
dwellings by requiring a component of smaller (eg studio, 1, 1~ and 2
bedroom) dwellings in all multi-unit developments above a given size;

A copy of the Report's Executive Summary is included at Attachment 8. It
includes a list of all the recommendations, including those related to the City's
Planning Scheme.

The City is preparing an implementation plan based on the Mapping and
Incentive Project, which will be considered by the Council. If approved, the
appropriate recommendations will be incorporated into the City Planning
Scheme 2 or relevant planning policies.

The findings of the Mapping and Incentives Project support the experience of
other jurisdictions that have sought to use planning to deliver affordable
housing. These experiences suggest that a number of conditions need to be
satisfied if local government planning policies are to be effective. These
include requirements that policies or affordable housing instruments are:

1. supported by evidence of the community's current and future housing
need;

3



2. locally specific, to reflect the characteristics of the housing market
within a particular area;

3. clear, consistent and equitable so that the Council, community and
developers understand the requirements and outcomes that are being
sought; and

4. supported by State Government strategies, planning policies and/or
legislation, which explicitly recognise affordable housing as a key aim
and incorporate provisions that relate to matters that can reasonably
and legitimately be addressed through the planning system."

Through the Mapping and Incentives Project the City of Perth can largely
satisfy the first three of these criteria. However the fourth remain largely
absent in Western Australia, which will make the City's task of implementing
the Report's recommendations far more difficult.

New South Wales, South Australia and Queensland all have formal planning
or housing policies that support the provision of affordable housing through (
the planning system. In NSW and South Australia, these are also supported
by legislation, which provides greater certainty and strong regulatory backing
to affordable housing initiatives and planning instruments." In addition, other
State Governments provide direct policy and resource support to local
governments through things such as "affordable housing toolkits" (NSW, Qld,
SA) or the direct provision of housing needs analysis (Qld) to support the
review of local planning schemes.

This type of State-level leadership and coordination has given local
governments in other states the support they need to introduce policies and
instruments into their planning schemes that facilitate the delivery of
affordable housing. While Directions 2031 and Beyond and the associated
draft Central Metropolitan Perth Sub-regional Strategy both recognise the
need for diverse and affordable housing, they do not foreshadow the
introduction of similar tools and/or strategies for Perth. As a result, the City of
Perth and other LGAs will continue to find it difficult to introduce planning
policies that facilitate the provision of affordable housing in their communities. (

The City of Perth urges the Department of Planning and Department of
Housing to take a coordinated leadership role on the issue of affordable
housing and provide local governments with the strategic goals,

2 For a more comprehensive overview of the way that planning can be used to facilitate
affordable housing , see the work of Dr Nicole Gurran from the University of Sydney, including:

Gurran, N et ai, (2008) "New directions in planning for affordable housing: Australian
and international evidence and implications", Australian Housing and Urban Research
Institute Final Report No. 120. www.ahurLedu.au
Gurran, N (2008) "Affordable Housing National Leading Practice Guide and Tool Kit",
Housing NSW. http://www.housing.nsw.gov.au/NR/rdonlyres/D3B288EA-6BDA
49C3-AA4E-E96CD35CDF49/0/AHNationaIGuideandKitv2.pdf

3 For example, see South Australian Development Act (supported by the Housing Plan for
South Australia); NSW Environmental Planning and Assessment Act (supported by State
Environmental Planning Policies 5, 10 and 70); and Queensland State Planning Policy 1/07:
Housing & Residential Development.
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legislative and/or policy backing, tools and support required to deliver
real outcomes through the planning system.

CONCLUSION

The City of Perth strongly supports the continued provision of social housing,
particularly in the inner city where residents have access to a wide range of
services, transport and employment options. However the need for affordable
housing has grown significantly in the last decade and now includes a
significant number of low and moderate income working households. The
State Government should consider providing a wider range of affordable
housing options beyond social housing to support these households and
ensure that Western Australian communities continue to be diverse and
sustainable.

The planning system offers an important opportunity for local governments to
facilitate the provision of more affordable housing. However, leadership from
the State Government is required for significant progress to be made in this
area. State-based strategies, planning policies and/or legislation provide an
important foundation for affordable housing initiatives in other jurisdictions.
They should be considered in Western Australia to give local governments a
framework from which they can introduce local planning policies that facilitate
affordable housing relevant to their community's needs.
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ATTACHMENT A

Planning Strategies and Mechanisms for Affordable Houslnq"

Strategic Objective Approach I mechanism

1. Increase housing supply Land audit

Government dedication / acquisition of land

Land development or renewal authority

Land development incentives / penalties

2. Reduce barriers to Audit existing controls; assess impact of proposed
affordable housing regulations
development Development controls permit diverse housing, in as

many areas as possible

Faster approvals for preferred development

Overcome local barriers to affordable housing

3. Preserving and offsetting Social impact framework
the loss of low cost housing Preserving particular house types at risk

Assistance for displaced residents

4. Encouraging new Graduated planning standards
affordable housing Planning bonuses / concessions

Fast track approvals for affordable housing meeting
defined criteria

Fee discounts

5. Securing new dedicated Voluntary negotiated agreements
affordable housing Inclusionary zoning - mandatory contributions for all

identified development in the zone

Mixed tenure requirements - proportion of
development in new release areas must be
affordable

Impact fees - mandatory contribution to offset
impact of development on affordable housing needs

4 Taken from Gurran, N et ai, (2008) "New directions in planning for affordable housing:
Australian and international evidence and implications ", Australian Housing and Urban
Research Institute Final Report No. 120. www.ahurLedu.au
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ATTACHMENT B

City of Perth: Affordable Housing Mapping and Incentives Project
Executive Summary
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Background to Project

Aim of Project

The aims of the project are:

• To inform City of Perth about current and future opportunities in affordab le

housing with regard to type, location, key target markets, and opportunities and

barriers to affordable housing creation or retention; and

• To inform Council as to potential strategies and incentives for affordable housing

that it may employ (either on its own or in partnership with others) to maintain

and increase the supply of affordable housing, particularly for key target groups.

Project Reports

The project is reported in three stages.

• Executive Summary of key findings, rationale and recommendations for

strategies to address project aims (this report).

• Background Report: State of Play and Preliminary Options, which explores

the current affordable housing situation in the context of relevant demand- and

supply-side analysis and the legislative, policy and funding context. It sets out

preliminary options for affordable housing retention and creation.

• Strategic Options for Affordable Housing 2009, which sets out detailed and

practical recommendations for affordable housing strategies and mechanisms that

are likely to be most effective in City of Perth, including a clear rationale for these.

The reader is referred to these documents for detailed data and information .

What is 'Affordable Housing'?

Housing is generally considered to be 'affordable' when a very low-, low- or moderate

income household can make its rental or mortgage payments while still being able to pay

for other essential goods and services like food, cloth ing, transport, utilities and

reasonable recreational costs. A basic 'rule of thumb ' indicates that t his is where rental or

purchase costs do not exceed 30% of gross household income.

'Affordable housing' includes the full range of housing for various target groups, from

special needs accommodation and social (community and public) housing for those mo re

disadvantaged in t he housing market to 'key worker' rental housing and assisted

purchase fo r wo rking households who st ill requi re some assistance or support.

City of Perth Afforda ble Housin g: Executive Summar)'

(

(



(

'Affordable' housing is different to 'low cost' housing. 'Affordable' housing is calculated as

a proportion of household income, whereas 'low cost' housing generally denotes

dwellings that can be purchased or rented for less than other dwellings within an area

due to savings related to construction materials or methods, size or development

standards. 'Low cost' housing is often, though not always, 'affordable', especially in an

expensive local market.

Anyone in City of Perth community may need affordable housing at some time in their

lives - whether they be a young person wanting to remain where they grew up, a lower

income clerical, service sector or retail worker needing to live close to work, or an older

person or someone recently facing a major life change such as family breakdown who

has ties to the local area . As such, affordable housing is important for social and

economic sustainability, and may be regarded as important community infrastructure.

Rationale for Council's Involvement in Affordable Housing

The findings of the study, reported in full in the Background Report, provide a compelling

rationale for Council's active involvement in affordable housing through the range of

strategies and mechanisms available to it. There is evidence of the displacement of

poorer longer-term residents through ongoing gentrification and redevelopment, an

increasingly polarised demography, and a deteriorating affordable housing market in City

of Perth for low - to moderate-income earners, including the many key workers who

commute to the City . These findings are contrary to the objectives of Council's Affordable

Housing Policy, which seeks to promote social and economic sustainability and to ensure

that City of Perth remains an equitable and inclusive community

Affordable housing lost through redevelopment and gentrification is not being replaced at

a rate commensurate with growth in housing need among low- to moderate-income

households. Rental stock that is affordable to very low- and low-income households has

declined from around 75% of all rent al stock in 1996 to around 50% of stock in 2006.

Although relatively stable in absolute terms, social (public and community) housing stock

has declined from 14% of all stock to its current level of less than 8%. Most lodging

house stock that accommodated lower income workers and more marginalised groups

has been lost over the past decade through redevelopment or conversion to backpackers

accommodation , with a commensurate increase in the homeless population of the City.

The market is not responding to this need through the creation of adequate supplies of

housing that is affordable to either low- or moderate-income renters or purchasers, and

most of the housing entering the market in net terms is at the more expensive end of the

market, main ly due to its large size. This is despite the fact that the dominant profile of

2
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renters and purchasers continues to be lone person and couple households - mainly

young, but with an increasing number of 'empty nesters' and a smaller increase in

younger couples, some with children.

The state of the private rental market in City of Perth - where two-thirds of low-income

earners are in (generally severe) 'housing stress' and there was nothing for rent at the

affordable rental benchmark for low-income earners (less than $300 per week) in July

this year - is particularly serious. Further, very little housing for rent or purchase in the

EPRA areas was affordable for low to moderate income earners in the past 12 months,

despite its inclusionary approach to affordable housing creation. Rental stress data for

City of Perth also indicates that by far the greatest need is for affordable rental

accommodation, particularly for low-income earners . The current availability of affordable

rental housing for moderate-income households was less restricted, although only 10%

of recently advertised rental dwellings (15 dwellings) would be affordable to this income

group.

It is significant that around 50% of those who live in City of Perth could not even

affordably rent a first quartile rental unit (the lowest priced 25% of dwellings) of those

available for rent in July 2009. Of note, around 60% of those who live in City of Perth are

on incomes that would make them eligible for affordable housing, compared with around

25% of the commuting population, who show a more advantaged and less polarised

demographic profile. Nonetheless, around 35,000 workers in low to moderately paid

employment (Clerical and Administration, Retail, Community and Other Services)

commute to the City to work. Many of those who live in lone person and single income

households are likely to be in housing stress if they chose to rent in the City. It is likely

that the need for affordable housing for these groups will also increase as retail and

commercial uses expand in the coming years.

Our research also indicates that there were very limited opportunities for low-income

households to purchase affordably in the City of Perth over the last 12 months. Apart

from Adelaide, City of Perth experienced the greatest median housing price increase of

any Australian capital city from 2006 to 2009. Perth has become one of the least

affordable metropolitan cities in Australia in recent times, with among the highest

increases in rental and purchase costs nationally in the past decade. Of the 700 dwellings

sold in City of Perth in the last twelve months, only 10% were affordable to low income

households, and these were generally only affordable to low-income households in the

upper end of the income band (i .e. upper segment of the lowest 40% of household

incomes).

Moreover, there is a projected need for at least 1,750 rental dwellings affordable to

moderate-income earners including 1,150 affordable to low -income households by 2031.

3
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The latter would need to include around 500 social (public and community) rental

dwellings and around 300 supported places for those with special needs and otherwise at

risk of homelessness. Though difficult to quantify, it is likely that as may affordable

purchase opportunities would also be warranted, particularly given the key worker profile

and quantum identified.

Of this, we project that around 80% of demand will come from one- and two-person

households based on updated population trends, so that these dwellings should include a

high proportion of studio apartments and one-bedroom dwellings, although current

trends in new construction favour larger, more expensive dwellings units. It is noted that

smaller, 'low cost' apartments (irrespective of age and generally location) also translate

to 'affordable' housing in the context of City of Perth's housing market.

Given the state of the market, it is likely that this will not be achieved through market

activity without Council intervention in the form of incentive-based or more mandatory

mechanisms to provide for the degree and nature of projected need over the next 25

years . The proposed strategies t hus supported by analysis of housing need, the state of

the market as well as assessment of reasonableness and economic feasibility .

Proposed Strategies for Council in the Context of the
Regulatory, Policy and Funding Environment

Overview

Like other Australian states, local government in Western Australia has generally not

taken a direct role in the funding , development or management of affordable housing,

although its regulatory role can have a significant influence on the location, timing,

design and standard of residential development and hence the nature and cost of market

housing.

The lack of a legislative framework to support affordable housing and the relatively low

level of local government planning autonomy in WA could limit the use of mechanisms to

increase or prevent the loss of affordable housing by local government. However, the

absence of explicit prohibitions for local government action on affordable housing in WA

planning legislation also appears to provide considerable scope for action . Importantly.

the types of strategies proposed are strongly in line with current State Government

strategic directions outlined in Directions 2031, which seek to increase density around

key service and transport nodes and facilitate more affordable housing, as well as

Council's objectives of increasing resident ial development and the population base of the

inner-city.
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City of Perth has clearly stated its intention to take a leading role in maintaining and

increasing the supply of affordable housing in its local area, including through the

adoption of its Affordable Housing Policy in 2008, the Lord Mayor's Affordable Housing

Working Group, and the decision to undertake the current project. The proposed

strategies and mechanism are also in line with Council's objectives in this regard.

Opportunities for Council in AH and Key Strategies Proposed

Our research indicates that there are three main approaches by which Council can be

actively involved in maintaining or creating affordable housing, and that all of these are

warranted and feasible. These are through less direct involvement, taking a facilitative

role through the planning and approvals process, and being actively engaged in

affordable housing development. Each of these is discussed below, with an overview of (

broad strategies and mechanisms proposed under each . Detailed recommendations then

follow.

Less Direct Involvement

Council can undertake research, needs analysis and advocacy in relation to maintaining

or increasing the supply of affordable housing, for example, through advocating for an

increase in public or community housing funded by State Government, awareness-raising

with developers, and other such activities. Council is already taking a leading role in this

regard, including through the current project, and it is recommended that Council

continue to do so through a number of strategies including:

• Making the three project reports available to key stakeholders;

• Making or supporting representations to State and Federal Government regarding

local housing needs, and supporting submissions for funding by local agencies (

including Registered Community Housing Growth Providers and not-for-profit

agencies; and

• Advocating for an increase in affordable housing in EPRA areas, including

consideration by EPRA of the findings and proposed strategies in this report .

A Facilitative Role

• It is proposed that Council take a predominantly incentive-base approach to

increasing the supply of affordable rental accommodation in perpetuity through its

planning and approval process, which is assessed as economically feasible and

politically supportable in the local housing market and regulatory context. The

main strategies and mechanisms proposed are set out here and in more detail in

the recommendations that follow.
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• It is proposed that Council create the 'architecture' or policy framework for

the maintenance and creation of affordable and low cost housing in the immediate

and longer-term through:

o Reviewing its Affordable Housing Policy to include affordable housing

definitions, income and rental/purchase benchmarks, identified target

groups, and affordable housing targets regarding quantum and stock

type/size priorities as identified in the study;

o Inclusion of affordable housing objectives and mechanisms in City Planing

Scheme No. 2 (CPS2) including in Precinct Plans /Statements of Intent,

and in appropriate policies, including its Residential Development Policy,

Residential Design Policy and any future policy related to Plot Rat io.

• It is proposed that Council adopt two main incentive-based mechanisms to

increase low cost and affordable housing in perpetuity.

o The first is to increase market-based provision of 'low cost' accommodation

through offering a significant increase in Density (number of dwellings) in

parts of Planning Precincts covered by R160 (PiO, P13 and P14). This could

be achieved through amendments to relevant clauses in CPS2 and/or

appropriate policy development or amendments;

o The second is designed to increase affordable rental housing owned by

Council on behalf of the community as key community infrastructure in

perpetuity. It proposes providing for Bonus Plot Ratio in exchange for a

contribution to Council's Affordable Housing Program should the developer

choose to take up the incentive. This would be applied in appropriate

Precincts, in both commercial and residential Scheme Use zones.

Contributions may be in dwelling units, cash or land; and cash

contributions from developers who choose to take up the Bonus Plot Ratio

(generally in high land value areas) could also be used to provide

additional capital for construction of affordable housing on Council land.

The following is noted.

CPS2 already has considerable flexibility, as much of the City is

already exempt from the R Codes, and there are existing provisions

regarding variations to Density, Plot Ratio and Height to achieve

identified public benefits or planning objectives. It is proposed that

'affordable housing' be added as a form of public benefit or

community infrastructure in relevant clauses and/or policies.



Experience in NSW and SA indicates that it is vital to ensure that

there is transparency and consistency regarding where and how

these incentives are applied, a high level of public accountability,

and a reasonable and feasible method of calculating profit and

securing contributions. This is provided for in Draft Policy on

Affordable Housing Contributions from Bonus Plot Ratio Incentives

and Template for Legal Agreements (see Appendices B2 and C2 of

Strategic Options for Affordable Housing 2009), which proposes a

robust method of calculating additional profit gained by taking up

the Bonis Plot Ration and proposes a 50% contribution from the

additional profit only in cash, land or dwelling units for use as

affordable housing in perpetuity.

• It is further proposed that other variations to Plot Ratio or other

controls be brought together under an integrated policy with clear

priorities regarding Council's objectives. This will ensure that

Council realises a realistic value for the additional developable area

granted, and clearly articulates which public benefits are important

in particular areas or Precincts so that provisions for the range of

identified benefits are not set up to effectively 'compete' with each

other.

• It is also proposed that Council adopt a mandatory approach to ensuring an

increased supply of smaller, well-located, 'low cost' dwellings through the market

given the under-supply of such dwellings, and the likelihood that they will be

'affordable' to low to moderate income households in the context of the local

housing market.

o Specifically, it is proposed that Council consider amending CPS2 to require

the construction of units or apartments that are no larger than

approximately 55 square metres as part of all multi-unit developments

above a specified size, probably limiting the sale price to under $260,000. 1

Again, specific recommendations and proposed clauses are set out below

and in detail in Strategic Options for Affordable Housing 2009 and

Append ix G2.

1 Sept Quarter 2009 dollars
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Direct Role in the Creation of Affordable Housing

Council can also use its own land or resources to create affordable rental housing in

perpetuity, including through development and management partnerships with public,

community or private sector partners . There are significant funding opportunities

available currently from Federal and State Government with EOIs for the next round of

the National Rental Affordability Scheme announced in the latter part of 2009, for the

Social Housing Initiative closing in February 2010, and for the next round of the Housing

Assistance Fund due in early January 2010.

The WA Department of Housing also has a wide range of funding programs to facilitate

affordable rental and purchase housing, particularly for very low- and low-income

earners. Importantly, there is an increased emphasis on partnerships that can make the

most efficient use of Federal and State Government funding, including between local

government and Registered Community Housing Growth Providers in order to leverage

State and Federal funding (e.g. through access to Councilor other public land, access to

resources created through the planning system and/or through the borrowing capacity or

capital of larger Community Housing Growth Providers). Moreover, the current Federal

and State Government policy environment is probably the most supportive of affordable

housing for at least two decades.

• The study has identified at least 6 sites that would be highly suitable for such

developments in the short- to medium-term, and a range of Registered

Community Housing Growth Providers willing to partner with Council, some of

whom have considerable development, finance-raising and management capacity.

• Other potential sites are also recommended for longer-term consideration.

• Recommendations are also made regarding funding, design, development,

operations, maintenance and management of such developments, and the overall

partnering model likely to be most appropriate in terms of the yield of affordable

housing and capacity of the partner to manage all aspects of such a project.

The following recommendations are therefore proposed as reasonable, economically

feasible and justifiable for Council in the context of local housing need, the housing

market, and the prevailing regulatory, policy and funding environment. Importantly,

strategies proposed have been tested with a wide range of stakeholders and are in line

with extensive consultations conducted during the study including with local, State and

Federal Government, the development industry and the community sector including

community and other not-for-profit housing providers, including at a 'roundtable' of

diverse stakeholders at the conclusion of the project.
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3.

Recommendations

Affordable Housing Definitions, Targets and Groups

1. That Council adopt definitions and benchmarks for 'affordable housing' and 'low

cost housing' set out in Strategic Options for Affordable Housing 2009.

2. That Council note the target groups most likely to need affordable housing in the

short- to medium-term as set out in Strategic Options for Affordable Housing

2009, and give priority to these groups in developing affordable housing policy

and projects.

That Council determine appropriate targets for the creation of affordable housing

stock, taking into account the research conducted for this study and reasonable

assumptions and methodology.

4. That Council seek to ensure that 50% of net additional rental stock is affordable

to very low-, low- and moderate-income earners, including 33% of stock that is

affordable to very low - and low-income earners .

S. Accordingly, that Council seek to ensure that around 1,750 add itional rental

dwellings are affordable t o very low -, low- and moderate-income households by

2031 including around 1,1 50 for very low- and low-income households, with the

latter including at least 500 of the latter provided as social (publ ic and

community) housing, and 300 supported accommodation options for residents

with special needs and others at risk of homelessness .

!.

(

6. That Council also note that the majority of stock would need to be provided as

smaller (studio and one-bedroom) stock to accommodate the needs of younger

and older singles and couples, who are likely to continue to dominate the profile

of City of Perth .

(

7 . That Council note that the mechanisms in Recommendations related to increasing

the supply of smaller dwelling units (see below) is also likely to have a beneficial

impact upon the supply of affordable purchase options for moderate-income

households through market provis ion of lower cost stock.

8. That Council seek to include affordable shared-equity purchase arrangements for

low - to moderate- income households in affordable housing developments on

Council-owned land as part of mixed tenure developments.

9 . That Council use the findings of this report to advocate with the WA State

Government for an increase in social (public, community and special needs)
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housing accommodation and funding to meet projected needs over the next 25

years, and make all reports from the project widely available.

Inclusion of Affordable Housing Aims in CPS2 & Policies

10. That Council consider amending clause 6(3)(b) of CPS2 and relevant Precinct

Plans/Statements of Intent and/or relevant policies to support planning strategies

and mechanisms recommended below, including the following.

10.1 Amend clause 6(3)(b) to include specific reference to 'affordable

housing' and define this in accordance with Recommendation 1 above.

10.2 Include some of the draft objectives provided in Appendix G2 of

Strategic Options for Affordable Housing 2009 of this report in relevant

Precinct Plans/Statement of Intent and/or policies.

10.3 Amend relevant sections of Council's Residential Development Policy,

Residential Design Policy to support such mechanisms as appropriate.

Creating Affordable Housing through Development Incentives

11. That Council consider amending CPS2 to provide for development incentives in the

form of variations to Density to encourage an increase in 'low cost' housing stock

provided through the market, and in particular, to reduce impediments to the

creation of low cost and/or affordable housing in areas covered by SPP 3.1:

Residential Design Codes (R Codes).

12. That Council consider amending clause 25 of CPS2 per the optional clauses set out

in Appendix G2 of Strategic Options for Affordable Housing 2009 to provide for

such 'Density bonuses' within parts of Pl0, P13 and P14 covered by R160.

13. In relation to development incentives in the form of Bonus Plot Ratio to achieve

identified public benefits, that Council:

13.1 Consider amendments to CPS2 to provide for such incentives to create

affordable rental housing in perpetuity, where developers agree to

make a contribution to affordable housing as outlined below and in

detail in Council's Draft Policy on Affordable Housing Contributions from

Bonus Plot Ratio Incentives and Template (see draft Policy and

Template provided at Appendices B2 and C2).

13.2 Provide for an integrated approach to the granting of Bonus Plot Ratio

in relation to other public benefits and/or to achieve other Council

objectives (e.g. regarding heritage, connectivity, community facilities

and the like), through developing an integrated Policy in relation to

10
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14.

such identified benefits (for example, using the Draft Policy on

Affordable Housing Contributions from Bonus Plot Ratio Incentives and

Template as a basis for such a policy); and/or

13.3 Amend relevant policies to include a consistent approach to providing

for such incentives including for affordable rental housing (e.g .

Council's Residential Development Policy, Residential Design Policy and

any future policy related to Plot Ratio).

13.4 Establish a consistent approach to the collection and expenditure of

such contributions including an integrated Plan that sets out Council

priorities (see also Recommendations 16.2 and 16.3 below) .

That Council provide for a relaxation of the Height Ratio where this would

otherwise limit the feasibility and take-up of bonus plot ratios, and where Council

considers it appropriate (noting that this discretion already exists under clause 47

of CPS2), and note possible amendments to clause 26 at Section 2.3 of Appendix

G2 of Strategic Options for Affordable Housing 2009.

15. That Council apply development incentives in the form of Bonus Plot Ratio for

contributions to affordable housing in City Centre, Residential , Commercial,

Residential/Commercial, Town Centre , Office/Residential Scheme Use areas in the

following Planning Precincts, in accordance with the assessment set out in

Appendix K of the Background Paper; and note that the following are ranked from

highest to lowest priority based on economic feasibility criteria (likely return to

Council for affordable housing):

(

1. P7 - Civic (between Hay St and St Georges Terrace)

2. P5 - Citiplace (
3. PiG - West Perth

4. P13 - Adelaide

5. P4 - Victoria

6. P3 - Stirling

7. P14 - Goderich

8. Pi - Northbridge

16. That Council apply a consistent and transparent method of calculations when

granting Bonus Plot Ratio in exchange for a reasonable contribution to identified

public benefits, as outlined below and in detail in its Draft Policy on Affordable

11
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Housing Contributions from Bonus Plot Ratio Incentives and Template (Appendices

B2 and C2).

16.1 In relation specifically to the granting of Bonus Plot Ratio for a contribution to

affordable housing, that:

(i) Council accept contributions to affordable housing in the form of

dwellings or land dedicated free of cost, payment of a monetary

contribution, or any combination of these, with the form of the

contribution ultimately at Council's discretion;

(ii) Council retain title to or ownership of land, dwellings or other material

benefits in perpetuity for use as Affordable Housing under its Affordable

Housing Program, and dedicate any cash contributions to Affordable

Housing under this Program;

(iii) Council put in place stringent and transparent accountability

mechanisms regarding the use of such contributions for the purpose of

Affordable Housing in perpetuity, including separate accounting

procedures and annual monitoring and public reporting processes as

detailed in the Draft Policy on Affordable Housing Contributions from

Bonus Plot Ratio Incentives and Template;

(iv) Council adopt the method of calculation set out below and in deta il in

its Draft Policy on Affordable Housing Contributions from Bonus Plot

Ratio Incentives and Template to allow for fairness, reasonableness,

feasibility and transparency in its negotiations with developers and a

high standard of public accountability;

(v) Council seek a contribution equivalent to 50% of additional private

benefit (profit) created when a developer chooses to take up a

developer incentive, set out in Recommendation 13, 14 and 15 above;

and allow additional Plot Ratio and where necessary Height Ratio in

response to the offer of such a contribution by a developer toward the

provision of Affordable Housing under Council's Affordable Housing

Program, with the additional private benefit calculated on that portion

of the development to which the variation to the Plot Ratio applies;

(vi) That the calcu lation of additional private benefit created take into

account a realistic if somewhat conservative assessment of sale price

within different Planning Precincts, a relatively generous development

/building cost, and an appropriate method of indexation to account for

market variation over time .



(vii) Accordingly, Council apply the formulae and indexation methodology

set out in Section 2.4 of Appendix G2 in its negotiation of Legal

Agreements for Affordable Housing.

16.2 Regarding the granting of Bonus Plot Ratio to realise Council's objectives in

relation to other public benefits (including heritage, connectivity,

community facilities and the like), and/or to gain a contribution toward such

benefits, that Council apply a consistent approach such as that identified

above and in the Draft Policy on Affordable Housing Contributions from Bonus

Plot Ratio Incentives and Template (Appendices B2 and C2);

16.3 That Council develop a Plan for the collection and expenditure of such

contributions that includes:

• Provision for the collection and expenditure of funds specifically dedicated (

to a particular public benefit (e.g . affordable housing, heritage, etc);

• The relative priority for collection and expenditure of contributions for the

purpose of achieving identified public benefits at a City-wide scale; and/or

• The relative priority for collection and expenditure of contributions for the

purpose of achieving such public benefits in different Precincts or areas .

Securing Contributions through Legal Agreements

17. That Council note the Draft Policy on Affordable Housing Contributions from Bonus

Plot Ratio Incentives and Template provided at Appendices B2 and C2 of the

Strategic Options for Affordable Housing 2009.

18. That Council consider adopting such a policy and legal agreement to ensure that a

consistent and transparent process for decision-making, monitoring and reporting (

on the outcomes of its application of development incentives for affordable

housing is implemented.

Creating AH through Mandatory Planning Provisions

19. That Council consider amending CPS2 to provide for a component of smaller

dwellings in all multi-unit developments above a given size so as to increase the

amount of well-located low cost dwelling units.

20. That Council give consideration to the draft clauses set out in Section 3.1 of

Appendix G2 to give effect to this objective.

21. That Council provide for an increase in well-located adaptable housing per AS4299

to provide for a diversity of target groups who need low cost housing including

older people and those with a disability, and to provide for positive aging in place,
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either through amendments to CPS2 or within a residential design policy for

multiunit development.

22. That Council give consideration to the draft clauses in Section 3.2 of Appendix G2

to give effect to this objective in appropriate planning instrument or policy .

Developing AH Partnerships on Council-Owned Land

Target Grou ps, Dwelling Types and Tenure Mix

23. In terms of target groups, it is recommended that the primary target groups for

developments on Council-owned land be those set out in Recommendation 2 of

Strategic Options for Affordable Housing 2009.

24. It is further recommended that a 'local allocations strategy' that prioritises very

low- and low-income residents with a long-term association with the City, and

those who need to live close to their work, be developed by Council's preferred

housing management partner with input from Council as appropriate.

2 5. In terms of dwelling types, it is recommended that priority be given to the

development of smaller dwellings including studio apartments and 1-, 1.5 -and 2

bedroom · dwellings, and that the external design of affordable housing

developments be indistinguishable from 'private' housing in the locality.

26. It is further recommended that at least 15% of dwellings be of 'universal' or

'adaptable' design per AS4299 (Adaptable Housing) to provide for the relatively

high proportions of social housing tenants who are older or likely to have a

disability as well as providing for aging in place for longer-term residents of the

City, and that Council consider such a provision in the development of its

Adaptable Housing Policy (forthcoming).

27. In terms of tenure mix, it is recommended that a mix of owner occupiers

including those under shared-equity purchase arrangements, small investors,

those paying 'affordable housing' rents (key workers or moderate income

households) and some at 'social housing' renters (e.g. aged pensioners or people

with a disability and their family/carer) are most likely, though the ultimate mix

will be dependent upon cash flows required to make a given project viable and

any requirements of the funding body.

28. In general, a mixed tenure development is recommended, accompanied by a

sensitive allocations strategy and proactive management to ensure that economic

and amenity risks are minimised .

14
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33.

Funding Approaches

29. It is recommended that Council note the range of funding opportunities currently

available for the development and management of affordable housing, and ensure

that it is well-positioned to take advantage of such funding through:

• Using the research conducted for this study as a basis for advocacy for

increased affordable housing resources for City of Perth area;

• Developing appropriate partnerships with Community Housing Growth

Providers likely to access a range of government funding; and

• Identifying Council-owned land for partnerships in the short-, medium- and

longer-term (see below).

That Council note the range of funding options outlined above, and take these into

consideration in the development of partnerships on Council-owned land.

3 1. That Council note the timeframes associated with key funding or subsidy

programs and consider whether it may be in position to take up these

opportunities on Council-owned land .

Design and Construct

3 2 . That Council seek to enter a development partnership with Community Housing

Growth Provider/s with demonstrated design and construct capacity on similar

projects in order to maximises access to government funding and other resources,

and ensure an integrated approach to development, operations, management and

maintenance (see also below).

That Council ensure that an appropriate EOI process is put in place to secure a

suitable partner or partners, depending on the type of partnering arrangement

selected (see also below).

Operation

34. It is recommended that Council enter into a Memorandum of Understanding or

appropriate legal contract with a preferred Community Housing Growth Provider

or Providers, with demonstrated capacity in management of traditional social

housing and discount market rent or 'key worker' housing, and in shared -equity

arrangements, as part of a mixed tenure development.
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Maintenance

35. That Council seek a Community Housing Growth Provider to partner with it on all

aspects of an integrated asset and tenancy management, and ensure that

appropriate contractual arrangements are in place to implement a proactive and

timely responsive and cyclical maintenance under a planned asset management

program.

Broad Models

36. That Council adopt the 'partnering model' outlined above with a Community

Housing Growth Provider with demonstrated development and management

capacity in all aspects of funding, delivery, operations and management.

That Council note that there are a range of potential partnership arrangements

that may be entered into including case-by-case, exclusive or expertise-based

arrangements, and that preliminary discussions have been conducted with

interested potential partners as part of this project.

38. That Council enter into further discussions with potential providers consulted

during this study to explore their approach to the issues identified above, and

determine its preferred arrangement prior to determining the nature of an EOI

process that will be initiated .

3 9. That Council note that partnering with an appropriate Community Housing Growth

Provider is likely t o significantly leverage Council 's investment through access to

State and Federal Government funding and subsidies, the f inance-raising capacity

and often internal resources of such a provider.

Appropriate Sites

40. That Council earmark a number of sites in the short- , medium- and long-term for

affordable housing partnerships as part of mixed tenure developments for key

target groups .

4 1 . That Council note that the following sites (ranked in descending order) were found

to be highly suitable for development as affordable housing in the short-term, and

should be prioritised for affordab le housing partnerships by Council:

1. Site 5, 1-13 Murray St, Perth, Fire Station Car Park (a preferred site due to

location and high plot ratio) ;

2. Site 1, 42-62 Nelson Crescent, East Perth, Queens Gardens Car Park; and
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3. Site 3, 111-133 Goderich St, East Perth, Goderich St Car Park (the proposed

site for Council's demonstration project).

42. That Council note that the following Council-owned sites (ranked in descending

order) have been assessed as suitable for affordable housing partnerships in the

medium-term, as they are not generally as well-located as the above sites, and

are likely to have a lower affordable housing yield :

4. Site 19: 158-204 Royal St, East Perth, Royal Street Car Park;

5. Site 18: 47-59 Newcastle St, Perth, Newcastle Street Car Park; and

6. Site 9: 980 Wellington St West Perth, Wellington Street Car Park.

43. That Council conduct a more detailed feasibility assessment of the potential of

these sites for affordable housing partnerships following an in -principle decision

regarding those that may be reserved for affordable housing in the short- to

medium-term.

44. That Council note that a number of the remaining sites assessed are likely to be

suitable for affordable housing in the longer-term, though some appear to be

more constrained. As such , most of these would also warrant further investigation

depending on the extent of resources Council seeks to dedicate to affordable

housing (see Appendix K to the Background Report for an overview of the

assessment of remaining sites).

Other Sites for AH and/or Development Incentives

(

45. That Council note our assessment regarding the potential of other localities/ sites

for affordable housing, and seek to maximise the potential for affordable housing

through direct creation (on Council-owned land), through incentive-based (

contributions to affordable housing where applicable, or through negotiations and

representations to other authorities and/or regulatory bodies as appropriate to

secure such outcomes (particularly EPRA).

46. That Council note the following preliminary outcomes of our assessment:

46.1 The EPRA Riverside Masterplan area was evaluated as having considerable

potential for affordable housing, with the higher value waterfront areas

suitable for the application of development incentives (Bonus Plot Ratio)

resulting in a contribution to affordable housing, and other lower value

areas, particularly car parks owned by Council, as suitable for the

construction of affordable housing. The following strategies are most likely

to be appropriate in certain EPRA Masterplan precincts:
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• Riverside Masterplan precincts 12 and 13 (Queens Garden's Car Park)

are generally owned by Council, and appear to be suitable fo r

affordable housing development/management partnerships, pending a

more detailed feasibility study;

• Riverside Masterplan precinct 2 is likely to be a high value area, and

would be an appropriate site for the application of development

incentives such as variations to Density, Plot Ratio and/or Height in

return for a contribution to affordable housing from the additional profit

created similar to those recommended above;

• The provision of smaller apartments in Riverside precinct 10 through

market provision (e .g. achieved through incentive-based or mandatory

provisions that requ ire a proportion of smaller dwell ings in multi-unit

developments) is also likely to result in additional affordable housing.

46.2 The Link Redevelopment area was evaluated as being suitable fo r t he

construction of affordable housing, due to lower land values and proximity

to shops, services and public transport. We have assessed t hat the Eastern

and Central portions of the locality are the most suitable for the

construction of affordable and low cost housing, based on ou r preliminary

review of the locality.

46.3 The proposed Waterfron t redevelopment area was evaluated as suitable for

the application of development incentives in exchange for a contribution to

affordable housing, due to the likely high land values in this location (see

Section 3.4 above) .

47. That Council advise EPRA of the findings of this study, and work closely with EPRA

to ensure that opportunities for the creation of affordable housing are maximised

within its areas.

Review CPS2 for Impediments to Affordable Housing

48. That Council amend Figure 1 of its Parking Policy to reflect clause 6.5.1(iii) of the

R Codes and proposed amendments to the City Planning Scheme noted above,

that is that 'dwellings of 55 square metres or less require 0.75 car parking spaces

per dwelling in the 'yellow' areas'.
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