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Housing affordability — effect on NGO staff, the community and service deliverv

The non government, not for profit sector is one of the largest pools of people with incomes above state housing
criteria but below affordability to rent or purchase.

These NGOs provide an invaluable service to the community in terms of delivery the majority of social services
to the Indigenous and disadvantaged community in Hedland. Yet they are finding it increasingly difficult to
operate in an environment with escalating costs and increasing demands for services despite limited core funding
from government,

The escalation of rental charges and house prices in Hedland is seriously constraining the ability of NGOs to
attract and retain staff, which in turn is impacting on the level and quality of service delivery. It is also having a

detrimental impact on many of their Indigenous clients.

Some of the issues faced by NGO staff and clients when considering private rental or purchase

Private rental:

*  Current rentals are now averaging over $700 per week in South Hedland and substantially more in Port
Hedland.

®  The availability of rental houses is low and many owners prefer their tenants to be mining companies,
contractors and other large businesses that are able to pay the higher rent and sign longer leases.

= There have been reports of real estate agents approaching owners and encouraging them to take vacant
possession and re-rent at double the current rent.

* Indigenous people have been used to the provision of welfare housing, paying up to $60 per week from
their benefits. Once employed, they are faced with payments of up to $400 per week for a Homeswest
house and $500-$1500 per week for private rental. This is a major barrier for many people who have
litthe if any skills in managing their finances and making regular substantive payments from their
income.

Purchase:

s Current median house price in South Hedland has exceeded $500,000.

* The availability of houses for purchasing is relatively small and individual local buyers are competing
with the mining companies, large businesses and investors from out of town.

* Young people do not want to take on a $500,000+ housing debt.

= The principle of purchasing a home is a major shift in the way of thinking for Indigenous people, who
have been used to the provision of welfare housing.

= Most NGOs cannot provide any job security, as they are reliant on yearly funding agreements. This
affects the ability of the staff to secure a housing loan or to maintain mortgage repayments should they
lose their job.

Some of the ways in which NGOs, their staff and clients are affected by the extremely hich accommodation
costs in Hedland:

= Very few NGOs have their own housing available for staff and the core funding received from
government does not provide for the payment of housing allowances to staff.



Many Indigenous NGO staff are living in Homeswest houses for which they are no longer eligible given
their income levels are above the Homeswest eligibility criteria (The minimum salary of most NGOs is
$31,000 and above, meaning the majority of staff earn above the current Homeswest eligibility criteria
of $32,000). Whilst a moratorium of two years has been given on exceeding Homeswest eligibility, the
majority of these staff will have no alternative options for accommodation after 2009 given they can not
afford to purchase or rent privately uniess the costs reduce considerably in the next two years.

Most NGO staff renting privately have been faced with substantially increasing rent while a number
have been given notice of *vacant possession’.

Renting privately is not an option for the majority of NGO staff as they would require at least 50% of
their gross income to cover the rental costs alone. Similarly, most NGO staff would not qualify for a
housing loan given their income levels and the high purchase prices for houses at present.

A number of staff are living at home with extended family in crowded conditions in small houses. This
inconducive environment not only affects health and wellbeing and hence productivity at work, but also
raises several serious potential social concerns including child protection issues, domestic/family
violence and environmental health issues.

There are a number of NGO staff who are living in ‘alternative accommodation’ as it is impossible for
them to find a home due to the exorbitant rental and purchase prices. Some of these staff are eligible for
priority housing but are still on the waiting list given the shortage of priority housing.

The lack of affordable housing for prospective staff is making it very difficult for NGOs to recruit
outside Hedland, especially for professional/managerial roles. The only people willing to work are those
living locally with partners who already either receive a house or a housing allowance (i.e. spouses of
those working for the resource industries), yet there is a limited skills base in the town. There has been a
marked decrease in the number of applications received for professional level positions in the last couple
of years, mainly due 1o the fact that the sajary levels offered are not sufficient to cover the housing and
living costs.

NGOs are experiencing an increased turnover of staff due to the high living costs, in particular housing,
coupled with the low salaries as compared to the resource companies.

A number of full time staff are reducing their hours in order to reduce their salary so that they can
remain within the Homeswest eligibility criteria.

The inabality to attract and retain staff often results either in a reduced quality and level of service or a
heavily increased workload for existing staff who have to assume extra responsibitities.

A number of NGOs, which are already overstretched and under-resourced, are seeing a substantial
increase in their workload as a result of the effect the housing situation is having on their clients.

Examples from NGOs of the effect the lack of affordable housing is having on the delivery of their services

One NGO is seeing a substantial increase in their workload as a result of the lack of housing for
Indigenous people. This includes an increase in the number of homeless women and children visiting
their centre and an increase in the level of counseling for family and domestic violence, partly cansed by
overcrowding in houses.

One NGO supports young homeless people by providing them with short term accommodation whilst
they access Homeswest priority housing. In the past year, there has been no offer of priority housing
from Homeswest for any of their homeless tenants. This NGO also runs a project that teaches young



people how and where to look for low cost/budget housing. However, there is now NO budget
accommodation available in Hedland for these youth.

The lack of affordable accommodation is seriously impeding the delivery of traineeships and
apprenticeships for Indigenous people in Hedland, as NGOs can only take on those people that already
have a place to stay.

Indigenous training and emploviment

The issue of Indigenous training and employment is being addressed at various levels around the
Country, and here in Western Australia a specific Premiers Indigenous employment forum has been
called on 30" November.

The State Government is a signatory to the Regional Partnership Agreement where Port Hedland is
leading the Nation in delivery of services and outcomes in Indigenous employment through the RPA
with an average of 10 Indigenous people into jobs each month.

The State Government is also a signatory to the Bi-lateral Agreement, an important element of which is
the Indigenous Economic Development Framework (IEDF).

Local Hedland agencies are working hard at placing Indigenous people into relevant training that leads
to permanent and sustainable employment.

A major accommodation issue for Indigenous people in Hedland is the fact that they believe they will
lose their home (Homeswest accommodation) if they get a job.

The two-year moratorium in the Pilbara is seen as not enough time for those in Homeswest properties,
while the “threat” of having to vacate the property is a very real scenario, and plays on the minds of
those in that position today.

The cost of purchasing existing housing is out of reach of the majority of those employed; The cost of
purchasing land and building a home is well out of reach of just about all but the large employers; The
cost of any housing coming out of the “New Living Program” is unknown but believed to be at “market
value”, which again would be unaffordable;

The issue of young people and most Indigenous persons in purchasing their own home is a major shift in
financial management and responsibilities, after decades of renting at low rates through the welfare
system.

Recommendations

Create a housing association for NGOs — DHW to provide suitable and sufficient land and Country
Housing Authority to provide financial support for the construction of houses.

Government to allocate a percentage of GROH housing to NGOs,

DHW to allocate on a peppercorn lease the refurbished units in Brown Place, South Hedland to the
NGOs.

Urgent need to seriously review the Homeswest eligibility scale in the Pilbara with a proposed increase
of at least 25% on the existing eligibility income level.

Security of tenure needs to be obtained for those tenants currently in Homeswest housing and outside the
eligibility limit.

A local organisation be capacity-built to manage non-government housing separate from GROH.
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The Hon Kevin Rudd MP
Frime Minister
Parliament House
CANBERRA ACT 2600

20 March 2008

Dear Prime Minister

The Pilbara Association of Non Government Organisations (FPANGQO) was set up
some 3 years ago as an executive peak body in an effort to assist local Pilbara
NGOs in a broad range of services to heip reduce costs and become more efficient
and effective in service delivery to the communities that we serve.

PANGO’s key focus areas include;

Cost saving initiatives and strategies
Capacity building support
Networking

Marketing and promotion

Research and advocacy
Consultancy

The PANGO provides these services directly and/or via member associations fo
assist in providing the direct relief of poverty, sickness, suffering, distress, misforfune,
disability, destitution and/or helplessness within our community.

There are currently twenty seven Pilbara groups affiliated with PANGO, and almost
all those receive funding from State and or Federal Government agencies to deliver a
wide range of community services including health, child care, aged care, youth,
education, homeless, housing, training and employment. The services estimate that
more than 90 percent of their clientele across the Pilbara are Indigenous.

While the majority of NGO services employ a very high level of local Indigenous
peopie, the total employee number within the NGO workforce affiliated with PANGO
is calculated to be in the vicinity of 400, with some 80 percent empioyed on a full-time
basis. Membership across the Pilbara is increasing constantly.

The mining resources boom in our regicn has been ongoing for some four years and
has unfortunately feft the humble not-for-prefit community service defivery agency
welf behind, with infiated wages in the mining and construction sector outstripping
any salaries paid by the local NGO.

The average annual salary including district allowance within the membership NGOs
is approximately $37,000 (excluding CEOs salaries) while the average household
income in the Pilbara is said to be well over $100,000. State housing eligibility cuts
out at around $32,000 for a single person.



Housing affordabifity and stress has reached levels where people are literally forced
from their rental homes and the region as the Pilbara Development Commission
study showed the December 2007 quarter of average rental properties listed at just
under $1,200 per week in Port Hedland, $1,500 in Karratha and $722 in South
Hedland.

Even at $500 per week for a very low standard 2-bedroom unit in South Hedland, this
would equate to well over 656% of the average NGO workers' wage.

The average price of a 3-bedroom house in Port Hedland and Karratha in the same
period was quoted at around $800,000 while in South Hedland the average was a
little under $500,000 making purchasing a home out of the guestion for local NGO
workers,

A final quick analysis of prices in the Pilbara sees the State newspaper, sold in Perth
for $1.10, fetching $2.05 in the Pilbara (higher in other more remaote areas), while fuel
is closing in on the $2 per fitre mark with unleaded at $1.67 and Diesel on $1.73 at
the time of writing in South Hedland.

Federal Government funding has in the past attracted National CPI on an annual
basis, while we are led to believe that your government has since announced CPI
increases will in the future be at a State level. As you are aware, Western Australia’s
CPI has been higher than the National CP| for many years, with the gap widening in
the past few years.

This anomaly in CPI has meant that Australian Government funded NGQ's are
actually getting much less dollars each year in real terms, and over the past decade
this has placed the sustainability of some not-for-profit organisations on shaky
ground.

Added to the difference between National and Western Australian State CPl is the
Regional Pilbara CP! which is estimated to be a lot higher than State CPI, with
current prices considered to be some 20% higher than Perth metropolitan area.

The Piibara NGO and other sectors are also acutely aware that the Australian
Bureau of Statistics, through the Census process each five years, produces figures
that the Australian Government uses frequently to assess funding.

PANGO and others in the Pilbara region would seriously doubt the accuracy of these
figures produced by the ABS, as we are very much aware (through first-hand
knowledge) that the process of the Census in a remote regional area such as ours
does NOT accurately record the population of our towns and communities; does NOT
accurately record the numbers living in a property or the income of households; and
DOES rely on the household in many instances to complete the Census forms and
DOES rely on that household to maif the forms back to the ABS.

The plight of the NGOs in the Pilbara region of Western Australia at this present
moment in time is becoming so critical that some services are not being delivered;
some services are struggling to deliver a quality service; and some services are
virtually on the brink of actually closing down due to lack of staff.



The affordability of just living in the Pilbara region of WA for NGO workers is such
that it is threatening the industry itself, which may lead to the discontinuing of some
human services in Health, Education, Child Care, Aged Care, Youth, training and
employment, Sobering Up, Night Patrol, Homelessness and Hostel accommodation.

The NGO sector services a large section of mainly the Indigenous community, with
base-line data from 2005 showing a 40% unempioyment rate in the Hedland area
within that community, while the homeless support, aged care, youth, health and
other services cater for large numbers each day.

FPANGO and its membership is therefore requesting that both the Australian and
Western Australian Government place a high priority on the Pilbara NGO industry,
which supports the community living in the richest mining-resource region in the
Nation, and which is threatened by its own wealth, much of which goes to both Perth
and Canberra.

Some of the priority areas needing to be addressed immediately to ensure NGO
sustainability would be the avaitability of housing through the Government Regional
Officers Housing group (GROH) while moving towards an alternative community
housing project.

PANGOC would also reguest an immediate review of all funded agencies to ensure
those human services required under agreements or contracts have the relevant
resources to ensure services are delivered effectively and efficiently to the
community as weli as within contractual guidelines.

PANGO appreciate that the public service sector in the Pilbara region is at this time
requesting increases in both pay and conditions, however as the non-government
organisations considers they are the actual service delivery vehicles directly to the
people, and should be treated on an equitable basis.

it would be appreciated if some positive movement by Government could be made

on this important issue in the immediate future to ensure that human services to the
people who need it most in the Pilbara region are not impacted on adversely.

Yours sincerely

Bob Neville
Chairman

Telephone: 08 9172 3622. A/hours: 0413 853 160

Cc Hon Alan Carpenter Premier of Western Australia
Directors of all Australian and Western Australian Government Agencies
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Executive Summary

Stamfords Advisors Consultants {“Stamfords”) has been engaged by the
Department of Industry and Resources (“the Department”) to undertake a
feasibility study for affordable rental property in the town of Port Hedland (“the
Project”).

The need for the study has been driven by the perceived acute shortage of
affordable rental property in the region and the State’s desire to address the area
of concern.

Market Assessment

Stamfords has conducted an assessment of the housing market in Port Hedland
and determined a severe need for affordable rental housing for those whe are
unable to obtain housing in etther the private or public markets.

The severe need has been driven by the ability for industry to pay bevond
underlying market rates for accommodation for their transient workforce,

The market assessment has observed that households affected include:

= Singles in employment with low to moderate incomes;
% Singles with dependants; and
8 Families with low to moderate incomes.

The current supply of public housing is both insufficient and often excludes those
in need due eligibility criteria being applied that are inappropriate for the Port
Hedland market.

Modeils for Meeting the Need

An assessment of the current market has been made with the aim of deriving an
appropriate affordable rental housing model.

An analysis has also been conducted of the numerous models that could be
implemented to assist in meeting the rental demand problems. Twenty one
models were considered that were capable of being grouped into three groups,
with those groups being:

= Affordable Housing Vehicles;
® Financial Assistance; and

% Legislative Assistance.

Feasibility Study for Alfordable Rental Property in the Town of Port Hedland 4
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The various models have been assessed against specified criteria, including:
u Criteria 1: Best Meets the Needs of the Target Group
" Criteria 2: Able to be Controlled and Targeted

. Criteria 3: Provides Best Opportunity for Tenant to Transition Out of
Affordable Housing
s Criteria 4: Capital and Recurrent Cost Requirements

» Criteria 5: Ability to be Implemented

Following the assessmeni of the various models, the development of a Not for
Profit Housing Company maodel was selected as the appropriate model to assist in
meeting the needs of the region.

Preferred Model: Not for Profit Housing Company
The proposed Not for Profit Housing Company will act for the following purpose:

“The Port Hedland NPHC aims to provide appropriate, secure and affordable vental
housing in the Town of Port Hedland to people in need.”

The Not for Profit Company model is based on the following framework:
= A non-for-profit company being established;

= The company applying to be a deductible gift recipient according to the
Income Tax Assessment Act 1997, thus allowing it to receive donations from
industry in the region;

= The company being exempt from Income Tax and GST, thus allowing any
GST payments to be made in construction contracts to be refunded;

w The ability to borrow funds; and

= The ability to involve community ownership and interaction,

The company’s shareholders would be relevant State and Local Government
Representative Organisations, with shareholders appointing a board, it is
proposed that a local community housing provider be engaged to provide the
day-to-day management of the company.

The rent policy framework will involve setling rents at a percentage of incomes
and at below market rates to ensure the properties remain affordabie.

As an entity separate from Government, tenanis would be eligible to receive
Commonwealth Rental Assistance and thus provide a supplement to their existing
income. This has an important impact on the economics of the model,

Financial Feasibiity

The financial feasibility has been determined by deriving the cash flow forecasts
for the model. As expected, alone the project does not demoenstrate the
characteristics of an eriterprise suitable of a stand-alone commercial return.
However, the funding model proposed involves a combination of funding
souroes.

Feasibility Study for Allurdable Rental Property in the Town of Port Hedland 5
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A sample model has been prepared for 48 units of accommodation with the ability
to house families of 3-5 persons.

The model is regarded as feasible in the long-term, with following funding
characteristics the sample model size:

Grant of land assets from the State free of charge to be handed back fo the
State at the completion of the project. A lease may be utilised as the
appropriate mechanism. Stakehelders in the region have identified various
land holdings in which such could occur,;

The receipt of tax deductible donations from the private sector for $2
million; and

A lean from the State or other authority on the terms described above for 55
million to be repaid over 20 vear. As the State would be granting free land
to the model, the model has the capacity to service interest on commercial
terms. The terms of the facility will be:

o Interest rate of 9% per annum;

o Principal and interest repayments beginning in year 6;
o Interest capitalised until the repayments begin;

o Term of 20 years; and

o Security Provided - First ranking mortgage security over real
property assets of NFPHC.

The above funding structure is able to be implemented and ali loan funds repaid
over the life of the project.

implementation

Upon the decision to proceed with the model, the following steps would need to
be taken to implement the approach:

1.

ST RS R

Consult with DHW and other agencies regarding land availability;
Censult with DHW and other agencies regarding loan fanding;

Farm working group, appointing a Project Manager to establish the NPHC;
Seek seed funding for establishment from relevant Agency;

Engage State Solicitors Office to advise on structure and taxation matters;
and

Develop business plan for implementation.

Feasihility Stwdy lor Affordable Rental Property in the Town of Port Hedland 6
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1.1

1.2

1.3

Scope and Methodology

Stamfords Advisors Consultants (“Stamfords”) has been engaged by the
Department of Industry and Resources (“the Department”) to undertake a
feasibility study for affordable rental property in the town of Port Hedland (“the
Project”).

The Project is in respect of substantial escalation in the cost of accommaodation in
Port Hedland in recent years, primarily in accordance with increased constriction
initiatives in the mining sector. The Project is aimed at addressing increasing
accommodation costs and subsequent adverse housing affordability cutcomes in
the private rental market.

The analysis contained in this report focuses on the development of a list of
medels and a recornmends a preferred model fo provide an innovative housing
solution.

Stamfords adopted the following approach in undertaking the Project:

Stage 1: Project Engagement
Stamfords met with relevant Departiment personnel in order to confirm the

methodology for the Project, the process for review, the relevant timelines and
obtain relevant information and documentation.

Stage 2: Review of Previous Arrangements

Previous affordable housing and other relevant arrangements in Port Hedland and
current initiatives regarding land release were reviewed.

Stage 3: Research of Port Hedland Demographic

Research was conducted into housing affordability and current demographics in
the town of Port Hedland in order to identify the need for affordable private rental
accommodation,

Feasibility Stady for Affardable Rental Property in the Town of Port Hedland 7
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1.4

1.5

1.6

1.7

1.8

1.9

Stage 4: Stakeholder Consultation
Stamfords consulted with relevant Department personnel and Port Hedland

community, Government and non-Goverrinent organisation members. This
process was undertaken both in Port Hedland and in Perth.

Stage 5: Determination of Levels of Affordability
In accordance with the research and consultation undertaken, Stamfords identified

the levels of affordability with regard to private rental property needs in Port
Hedland.

Stage 6: Develop Long List of Affordable Housing Models

Identify possible affordable housing models for the provision of private rental
property in Port Hedland.

Stage 7: Develop Short List of Affordable Housing Models

Analysis of long listed models in accordance with identified criteria for affordable
housing in Port Hedland, resulted in the short listing of appropriate models.

Stage 8: Analyse Short List and Identify Preferred
Affordable Housing Model '

Short listed models were assessed to identify the preferred affordable housing
mode! to be adopted.

Stage 9. Reporting

Stamfords provided a Report containing the results of the analysis and the
recommended model for affordable private rental housing in Port Hedland,

Feasibility Swidy {or Alfordable Rental Property in the Town of Port Hedland 8
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2.1

Affordable Rental FProperty Need

What is Affordable Housing?

Whether or not housing is considered to be affordable is a function of the ongoing
costs of housing in relation to a household’s income. The concept of housing
affordability is refevant both to rental households and those purchasing or owning
their own home,

Where the cost of housing for a household is beyond its means, the household
may be considered to be in “housing stress”. Two frequently-used benchmarks
deem housing stress to exist:

a in a rental household spending more than 25% of their before-tax income on
housing; and

. in & household purchasing their own home and spending more than 30% of

their before-tax income on housing,

These benchmarks apply only to lower-income households (such as those in the
botiom 40% of incomes), since higher income households are more fikely to have
the capacity to spend a higher proportion of their income on housing without
cauging financial hardship.

Other, more complex measures of housing stress alse exist, including
consideration of household size, dwelling size, the appropriateness of housing and
the location.

This section examines levels of affordability of housing in Port Hedland,
particularly rental housing. The analysis considers both the demand for, and
supply of, affordable rental housing, as well as the resulting intersection of
demand and supply that provides an indication of affordability.

Feasibility Swudy for Aflordable Rental Froperty in the Town of Pont Hedland 2
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2.2 Affordable Rental Property Demand

Stamfords has reviewed Port Hedland demographic data’ in order to assess the
demand characteristics in relation to affordable rental properties.

The following characteristics relate to affordable rental property demand in Port
Hedland and are discussed in detail in the following sections:

" Number of households by household income;
" Number of households by family size; and

® Number of households by tenure type.

2.2.1 Household Income

The following table shows the number of Port Hedland households in various
bands of weekly income. The table also compares the proportional distribution of
Port IHedland households across these income bands with the similar distribution
of Western Australian households by income.

Negative/Nil income 24 1%
$1-$149 16 1%
$180-$248 72 2%
$250-$348 89 2%
$350-3459 49 2%
$500-$649 ' 92 3%
$650-$799 98 3%
$800-5958 131 4%
$1,000-$1,199 234 8%
$1,206-$1,39¢ 82 3%
$1,400-31 689 270 4%
$1,700-51 899 327 11%
$2,000-$2.499 326 11%

1 Australian Bureau of Statistics, 2006 Census

Feasibility Study for Affordable Rental Property in the Town of Port Hlediand 10
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$2,600 -82,999 459 18%
$3,000 or more 393 13%
Partial income stated(c) 333 1%
All incomes not stated(d) 105 3%

Totai 3,088 100%

As shown above, higher weekly incomes have been achieved by greater
proportions of the population in Port Hedland than on average in Western
Australia. This reflects the significant construction relating to mining occurring in
the Pilbara, which has driven rental prices to current highs.

Based on analysis of the above data, the bottom 40% of households (by income)
‘have an average weekly income of $1,500 of less. Hence, rental accommodation
exceeding $375 per week (25% of $1,500} can be seen to be unaffordable for 40% of
Port Hedland households. Further discussion regarding affordability is provided
in the following subsections.

2.2.2 Family Size

The foliowing table shows the number and proportion of Port Hedland
households by family composition.

Couple family with no children 797

Couple family with children 1,123 36%
One parent family 294 10%
Cther family 30 1%
Total family households 2,244 73%
Lone person households 729 24%
Group households 118 4%
Total households 3,088 160%

As shown above, 73% of households are families, a total of 2,244 households. The
remainder are lone person or group (non-fainily) households,

Couples with children comprise the largest proportion of family households (36%
of total households), followed by couples with children (26% of total househelds).

Feasibility Swudy for Affordable Rental Property in the Town of Port Hedland I
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Family size and composition is a relevant characteristic of demand as it impacts
upon the size (and, by extension, the cost) of housing required. From the above
data, it can be estimated that at least half of Port Hedland households {couples
with children, cne parent families, and group households) require housing of at
feast two to three bedrooms in size.

2.2.3 Tenure Type

The following table shows the number and proportion of Port Hedland
households by tenure type in various bands of weekly income.

Properties owned

Fully Owned 287 9% 10%
Being Purchased 820 30% 31%
Total Owned 1,207 38% 41%

Properties rented

Rent - State housing
authority 466 5% 16%

Rent - Housing

caoperative/

community/church group 83 2% 2%
Real estate agent 383 12% 13%
Person not in same

household 146 5% 5%
Other landlord type 649 21% 22%
Landlord type not stated 42 1% 1%
Total Rent 1,739 56% 59%
Other tenure type 28 1%

Not stated 116 4%

Total 3,088 100% 160%

? Excluding ‘Other tenure type’ and ‘Not rented”.

Feasibility Study for Affordable Rental Property in the Town of Port Hedland 12
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As shown above, a majority of Port Hedland residents (39%) live in rental
properties. Of those, 18% rent in public or community housing. The remaining
rental households rent in the private housing market and are subject to market
rental prices. 1t is this grouping of private rental households (approximately 40%
of total households) that are most likely to be in housing stress and adversely
affected by the decrease in housing affordability.

The following compares the income profile of Port Hedland family households
that are renting with those that own (or are purchasing) their own home.
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As shown above, the income distribution of family households in rented housing
is lower than that for family households that own {or are purchasing) their own
home. The median weekly income of family households in rented housing is
within the $1,700 to $1,999 band, compared with the median weekly income of
home ownership households of $2,000 to $2,499.

Hence, rental accommodation exceading between $425 to $500 per week (25% of
$1,700 to $1,999) can be seen to be unaffordable for the median Port Fledland
family household that is currently renting,
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2.3

Affordable Rental Property Supply

Stamfords has conducted a review of demographic data, land supply in the region
(in particular, rental availability), and the future “pipefine’ for affordable rental

property supply,
The following supply characteristics have been utilised to assess the ability of
current services to supply affordable rental properties in Port Hedland:

" Number of houses by size; and

w Number of houses by cost.

2.3.1  Housing Size

The table below displays the number of Fort Hedland households by size, as
indicated by the number of bedrooms.

None {includes bedsitters) 87 3%
1 bedroom 366 12%
2 bedrooms 1,530 49%
3 bedrooms 822 30%
4 or more bedrooms 132 4%
Number of bedrooms not stated 55 2%
Total 3,092 100%

As shown above, the majority of househelds in Port Hedland {79%) are two and
three bedroom households, A total of 15% households have less than 2 bedrooms,

while 4% have four bedrooms or more.

The following table compares the distribution of these households, for each
category of housing size, with the number of persons usually resident. Using
assumptions of standard occupancy, this provides an indication of possible (light
shading) and likely (dark shading) overcrowding.

Frasihility Stedy for Affordable Rental Property in the Town of Port Hedland
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None3 54 26 4 3 o 0 87
1 bedroom 185 125 25 12 4 5 366
4 bedrooms 324 486 300 259 100 51 1,530
3 bedrooms 93 254 168 200 108 g9 922
4 or more

bedrooms 38 39 16 18 13 8 132
Not stated 28 17 6 3 G 3 55
Total 730 957 519 495 225 166 3,002

Based on the above data, it is estimated that almost a quarter of Port Hedland
households (696 households, or 23%) may be living in housing of an insufficient
size for the number of occupants. Hence, the current supply of larger housing
may be insufficient for the demand profile of the current Port Hedland population.

2.3.2 Rental Cost

The following table shows the weekly rental profile of Port Hediand households
by various landlord types.

3 Inciudes bedsitters.

Feasibility Study for Affordable Rental Froperty in the Town of Port Hedland 15
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$0-349 15 14 11 14 85 26 165 8%

$50-$99 4 222 3 31 217 3 480 28%
$100-$138 5 111 13 7 183 0 319 18%
$140-8179 9 51 3 0 47 3 113 6%
$180-3224 41 26 19 0 28 8] 114 7%
$225-5274 25 7 23 0 9 3 67 4%
$275-3349 92 3 25 & 15 3 135 8%
$350-$449 87 4] 11 o 8 0 104 6%
$450-$549 31 0 10 0 10 g 81 3%
$560 and over 50 12 . 13 o 17 0 g2 5%
Rent not stated 24 26 14 0 32 4 100 6%
Total 383 469 145 52 649 42 1,740 100%

As shown above, the rental profile for total rental households is relatively low,
with a median weekly rent in the $100 to $139 band. Howeves, the rental profile
differs greatly depending on the landlord type. The median weekly rent for
private rentals (real estate agent) is approximately $350 per week, compared with
a median weekly rent for public housing of less than $100 per week,

Public and community {housing ceoperative) housing comprises approximately
30% of total housing. For the remaining housing that is not State or community
owned /managed, households are subject to less affordable rent and susceptible to
market fluctuations.

Feasibility Study for Affordable Kental Property in the Town of Pon FHedland 16
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2.4

Summary of Housing Affordability

The above analysis has considered various aspects of affordable housing demand
and supply in Port Hedland. The following table provides a summary of the
assessed level of affordability and an estimate of the number of rental households
in heusing stress (dark shading).

$1-8148
$150-3249
$250-5349
$350-5499
$500-5649
$650-5799
$800-3999
$1,000-51.189
£1,200-51,389
$1,400-81,699
§1,700-51,999
$2.000-82,499
52,600-52,599
$3,000 or more

Total*

10
11
12
15

18

86

o e e 8 100%

o ot

7 8 0 3 ¢ o 0 . 3 o 13 100%
16 o 4 g I B T 0. 4 28%
15 4 R U SRR IR R, 4 8 28%
23 13 CRE R o9 o 0%
8 2 s TG it e 3 14%
18 6 o 7 0 0 o o ) 0 0%
13 9 5 g 9 o B g ls 3 15 23%
10 8 3 0 0 58 o o 9 20%
20 17 9 8 5 7 7 5 4 g 9%
28 27 12 13 8 8 9 4 0 4 3%
32 32 10 11 5 16 15 G 4 ) 0%
44 37 10 4 3 18 17 8 13 0 0%
32 16 9 4 3 18 11 10 24 0 0%
268 192 70 &6 33 88 72 41 52 79 8%

As the above table indicates, a significant proportion of lower income rental
househelds in Port Hedland are experiencing housing stress, All such households
with gross weekly household income of less than $250 appear to be in housing
stress, with 36% of households in the $250 to $329 weekly mcome band and 26% of
households in the $350 to $499 weekly income band experiencing similar stress.

Housing stress is not confined to low-income households. Such stress is also
shown in 23% of rental households with weekly income of between $1,000 and
$1,199, and 20% of househoids with weekly income of between $1,200 and $1,399.

1 Bxcluding households with negative/nil income, or where income not fully stated.
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2.5

Summary of Need

As shown in the above subsections, demand for rental properties in Port Hedland
outweighs current supply, which has resulted in significant increases in rental
prices and subsequently increased housing stress.

Key current arrangements for housing releases in Port Hedland include the
foliowing:

# HomesWest (public housing); and
» New Living program.

HomesWest is the public housing supply managed by the Department of Housing
and Works. HomesWest caters to the unemployed and those unable to be
employed. HomesWest currently has a waiting list of approximately 480
households.

The New Living Program is a program encompassing land release of Department
of Housing and Works land, refurbishment of public housing stock {for land
release) and the transfer of stock to private contractors. Land release is to be priced
at market rates and caters to those seeking home ownership needs.

Public housing provides supply to the highest need households, and the New
Living program releases supplies the demand from families and individuals that
can afford current market prices,

Subsequently, the demand from households with low to medium incomes, which
are ineligible for public housing but are unable to afford increasing market prices,
is not addressed by existing land release initiatives. This demand corresponds to
the private rental market in Port Hedland. Accordingly, no supply solution
currently exists for the private rental market.

Through consultation with stakeholders and research shown in the previous
subsections it is understood that this target market predominantly comprises:

® singles and small families;

d persons about to enter the workforce, in employment based training or
employed in industries other than mining; and

s househoids inetigible for public housing and with gross household income
below $1,400 per week, '

Feasibility Study {or Allordable Remal Property in the Town of Port Hedland '8
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3.1

32

Market Mechanics

The increase in rental prices in the real estate market in Port Hedland is primarily
related to increased demand for housing by mining companies to support
increasing construction.

Various impacts on the Port Hedland housing market and Port Hedland residents,
including those meeting the target need identified for the Project, have been
identified including:

= artificial rental demand resulting from shared employee housing;

K increased construction costs relative o total land value; and

2 adverse impacts of rental housing stress on secondary industries in Port
Hediand.

Shared Employee Housing

Mining companies operating in Port Hedland have utilised shared housing for ‘fly
in-fly out’ employees. This is in order to increase the cost efficiency in providing
employee housing. As such, companies are prepared o support higher rental
market prices.

Prices are artificially inflated by placing numerous people, each earning a medium
ot high level of income, into a house that otherwise would be occupied by a family
with one or two incomes, Therefore, families, who are permanent residents of Port
Hedland, are further priced out of the market by mining company’s method of
housing “fiy in-fly out’” employees.

Construction Costs

The extent of current construction undertaken by mining companies in Port
Hedland has resuited in high demand for censtruction services operating in the
region, Accordingly, the cost of construction for residential properties has
substantially increased in recent years,

Consultations with stakeholders indicated that the construction costs associated
with 2 property were significantly greater than the value of the underlying land in
determining residential property prices.

Feasibitity Study for Affordable Remal Property in the Town of Port Hedland ]
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3.3

Secondary Industries in Port Hedland

Increased private rental prices have resulted in increased housing stress for a
significant proportion of low to middle income households in Port Hedland., As
such, Pert Hedland residents emploved in industries other than mining have faced
increased costs of living.

Consultations with stakeholders indicated that secondary industries in Port
Hedland, such as the hospitality industry have been unable to retain staff and that
such industries had regressed in recent years.

Feasihility Study lor Affordable Rental Froperty in the Town of Pont Hedland 20
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Stakeholder Consultation

4.1 Stakeholder List

Stamfords met with relevant stakeholders to discuss approaches for affordable
housing in Peort Hedland. The following stakeholders were inciuded in this
process:

e Chris Adams (Chief Executive Officer, Town of Port Hedland);

& Paul Armstrong (Commenwealth Bank);

# Kimberley Bailey (Executive Otficer, Port Hedland Chamber of Cominerce);
® Andre Bush (Chief Executive Officer, Port Hedland Port Authority);

® Ken Carter (Regional Manager Pilbara, Department of Housing and Works);

& Peter Donovan (Project Manager, Resources Sector, Aboriginal Economic
Development, Department of industry and Resources);

= Allyson Grant (Manager Corporate Services, Pilbara Development Council);

5 Mark Hewitt {Pilbara Regional Manager, Departiment of Indigenous
Affairs);

» Patrick Lowe (Indigenous employment, Department of Industry and
Resources); i

= Susan  Muarphy ({Regional Coordinator FPilbara, Aboriginal Justice
Agreement, Department of the Attorney General);

® Bob Neville (Manager, Bloodwood Tree Association); and

= Helen Slater {Indigencus Career Development Consultant, Department of
Education and Training}.

As a part of consuitations, a Steering Committee for the Project was assembled by
the Department and was consulted as a group. The Steering Group comprised
Peter Donovan, Bob Neville, Mark Hewitt, Helen Slater and Susan Murphy.
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4.2

4.3

Areas Consulted

Stamfords received input from stakeholders on the following items:

5 Land sales by State;

u Current land release conditions;

= Density and zoning considerations;

& Likely parties for the development and/or management phases;
n Confirmation of the target market and need; and

o Input to eligibility criteria.

Summary of Views

The views expressed by stakeholders regarding to the areas lsted above are
summarised below.

4.3.1 Land Sale by State

All stakeholders confirmed that lack of iand release was the major impediment to
affordable housing solutions in Port Hedland.

Chris Adams (Town of Port Hedland) indicated that currently, the Town of Port
Hediand is undertaking to address native tifle, environmental and rezoning
processes to enable land releases. He confirmed that current land release
initiatives include the New Living program in South Hedland, for home
ownership, development in Pretty Pool, which will be at top market prices, and a
development in Moore Street.

4.3.2 Current Land Release Conditions

Chris Adams and the Steering Committee indicated that currently approximately
695 lots are to be released by the Department of Housing and Works on the market
for home ownership in South Hedland. The Steering Committee suggested that
approximately 10% or 100 lots would be appropriate to meet land release
requirements.

Chris Adams suggested that the New Living program was well into the later
stages of planning processes and is therefore unlikely to consider allocating a high
proportion of fand to a new affordabie rental housing program,

in additien, he raised concern regarding potential public resistance to increased
housing supply initiatives at the expense of decreased property value across Port
and South Hedland.
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4.3.3 Density and Zoning Considerations

The Steering Committee indicated a preference for low density housing to meet
the needs of young persons beginning in employment or undertaking
apprenticeships. Further, # was recommended not to concentrate youth housing
in any particular area. The Committee was of the view that tenants should be
integrated into the community and this would be impeded by geographically
concentrating the new affordable housing.

Chris Adams suggested that medium density would be appropriate for an
affordable rental housing initiative. He also indicated that land releases should be
scattered across the community to appropriately integrate tenants and that, in
respect of similar community needs, medium density housing should be
considered in strategic areas.

4.3.4 Likely parties for the development and/or management
phases

The Steering Committee viewed local non-government organisations as the
preferred manager and suggested local housing group, Pilbara Matamier.

The Committee suggested that the Department of Housing and Works be the
preferred developer/ owner and local organisations to constitute the manager.

Bob Neville indicated that Piibara Matamier currently manage approximately 150
homes. Pilbara Matamier service indigenous tenants and is the only non-for profit
housing authority in Hedland.

4.3.5 Target Market and Need

The Steering Committee confirmed the target need, primarily as the following:

5 two and three bedroom sized dwellings;

% young families and singles ertering the workforce;

v young singles finishing apprenticeships; and

= secondary industry employees (non-mining industry employees).

The Steering Committee confirmed that the target market would meet the gap in
current housing releases and the market, between home ownership and the lowest
income bracket of the population. That is, households where income levels exceed
HomesWest's eligibility criteria however are unable te afford home ownership at
market prices.

It suggested that such a target group would include many young indigenous
persons entering into employment. It indicated that approximately 40% of the
indigenous population was currently unemployed.
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Ken Carter {Department of Housing and Works) indicated that 480 applicants
were currently on the waiting list for HomesWest housing in Heland. The
Department of Housing and Works manages 1,600 houses in the Pilbara region.
These dwellings are meeting the highest need cases in the community, comprising
unemployed individuals and those not capable of employment.

He confirmed that land releases as a part of the New Living program were
allocated to home ownership and at market prices. He indicated that as a part of
Land Corp releases, a proportion of housing is usually designated for public
housing (HomesWest).

Andre Bush (Port Hedland Ports Autherity) suggested that construction in Port
Hedland was likely to continue to increase for approximately five years, which
would continue the current wends in housing affordability. In additien to
increasing demand for housing from mining companies, constraints on local
censtruction companies would be likely to continue, resulting in upward rental
price pressures.

4.3.6 Eligibility Criteria

The Steering Committee confirmed income levels as criteria for eligibility to access
rental housing in the Project. Other factors were discussed as possible eligibility
criteria, including:

= family structure; and
ﬂ employment status.

Continual eligibility assessments to occur at regular intervals were suggested. In
addition, the possibility of implementing a fixed term to tenancy arrangements
was considered.
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5.1

Analysis of Appropriate Models

Stamfords has undertaken a benchmarking study to identify contemporary best
practice models of affordable housing and other initiatives in Australia and
overseas.

A long list of affordable housing models have been identified and have been
assessed in the context of the rental property shortage for low and middle income
househelds in Port Hedland. An analysis of models considered appropriate for
Port Hedland is set out below.,

Model Categories

Stamfords has defined and categorised a long list of affordable housing models.

Affordable housing objectives are able to be met via a variety of different
approaches. The Identified models researched and evaluated by Stemfords have
been categorised according to the following four broad approaches to affordable
housing:

2.1.1 Category 1: Affordable Housing Vehicle

These models are centred on the creation of an entity to construct, own and/or
operate affordable housing for the letting of properties to the target market,

5.1.2 Category 2: Direct Financial Assistance

Direct financial assistance to reduce the cost of housing to rental tenants.

5.1.3 Category 3. Legislative Assistance
These involve conducting and modifying various regulatory and/or planning
palicies/ decisions to promote affordable housing objectives.

The models selected for further analysis and assessment may include hybrid
options that combine benefits from two or more models.
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For example, in the development of affordable rental accommodation {via a
housing rental vehicle), the following rechanisms may be added from other
modeis:

5 a proportion of the housing stock in the development could be soid as
affordable housing in order to recoup development costs;

" the sale of this housing stock could include a caveat restricting the future
sale price of the property to facilitate ongoing affordability; and/or

s an affordable home finance model could also be promoted to assist
borrowers in purchasing the housing stock as housshold income increases.

Criteria for Analysis
An analysis of the long list of affordable housing models has been conducted in
accordance with the criteria described below. Models have been assessed in terms

of these criteria to determine their appropriateness in the context of renting in Port
Hedland,

5.2.1 Criteria 1: Best Meets the Needs of the Target Group

The needs of the target group include:

= two to three. bedroom sized dwellings;

& households meeting an income threshold {low to middle income earners);

.; young individuals seeking employinent for the first ime; and

w individuat and family households with persens employed in secondary
industries.

5.2.2 Criteria 2: Able to be Controlled and Targeted
An appropriate medel is required to be maintained into the future and to be

controlled to ensure it meets needs as other circumstances may evolve in relation
to the Port Hedland community and private rental market,

5.2.3 Criteria 3. Provides Best Opportunity for Tenant to
Transition Out of Affordabie Housing

The model provides a form of assistance, including education, for tenants to
improve their financial position and decrease their need for afferdable housing.

5.2.4 Criteria 4: Capital and Recurrent Cost Requirements

This refers to the efficiency of models in terms of both recurrent and capital cost
requirements to the State.
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5.3

5.2.5 Criteria 5: Ability to be Implemented

‘This refers to the practicality in implementing models in Port Hedland. The modet
is required to be compatible and able to succeed within current market dynamics.

Each model has been awarded a score from 1 to 5 indicating the assessment of the
model in relation to each criteria, with a higher score reflecting a more favourable
assessment.

Long List of Models

The long list of affordable housing models and a brief description of each model is
shown below.

Feasibility Study for AHordable Remal Property in the Town of Port Hedland a7



Model 1 - Public Private Partnership

Name:

Category:

Description:

Developer:
Owner:

Operator:

Target:
Capital Funding:

Recurrent Funding:

Public Private Parinership

Affordable Housing Vehicle

Partnership with private consortium for development of housing
that includes affordable dwellings for rental.

The project would be funded by the private consortiurn, and may
requira & government contribution to provide the consortium with
an adequate risk adjusted return.

if buiit on pubilc fang, the development may eventually transfer
back to governmant ownership.

Rental tenants may be eligible for Commonwealth Rent
Assistance.

Private consortium.
Private consortium.

The affordable rental housing in the development could ba
operated via a head lease arrangement with a relevant agency,
community housing organisation or a private sector aperator.

Low income households
Private consortium. May require govermment contribution.

Sourced from rental payments. Likely to require government
contribution to assist cash flow profile.

Feasihility Study for Affordable Rental Property in the Town of Port Hledland
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Model 2 - Community Housing Partnership (Equity
Share)

Community Housing Parinership (Equity Shara)

Name:
Category: Afferdable Housing Vehicle
Description; Joint venture parinership betwean a government and community

partner to provide affordable housing. Both partners purchase
equity in affordable housing assets, which are managed by the
community partner or a third party,

At the termination of the agreement, each pariner may purchase
the equity portion owned by the other pariner,

Not applicable — this model doas not reguire develcpment of

Developer:
e housing stock.

Government pariner and community pariner,

Qwner:
Operator: Community partner or third party.
Targei: Low income househoids.

Capltat Funding: Government and community housing provider,

Recurrent Funding: Government and community housing provider,

Feasibility Study for Affordable Rental Property in the Town of Part Hedland 9
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Model 3 - Community Housing Partﬁership
(Community Ownership)

Community Housing Partnership (Community Cwnership)

Name:

Category: Affordable Housing Vehicle

Partnership between government and a community housing
organisation, which the government partner provides funding to
the community organisation to construct affordable rental housing
on land owned by community organisation,

Description:

The funding provided is secured by a mortgags debenture
amortised over the useful life of improvements.

Private contfactor.

Developer:

Owner: Community organisation.
Operator: Community organisation.
Target: Low income rental

Capital Funding: Government

Recurrent Funding: Government and community housing provider.
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Model 4 - Not-for-Profit Housing Company

Not-for-Profit Housing Company

MName:

Category: Affordable Housing Vehicle

Not-for-profit housing company established with external third
party debt or government funding to purchase affordable housing
assets. These assets wouid be rented to tenants directly or via a
head lease with 2 community housing organisation.

Description:

If built on public land, assets may eventually transfer hack to
governmaent ownarship.

Since the company wouid be a private housing provider, tenants
may be eligible for Commonwealth Rent Assistance. Ongoing
funding would be provided by the company, government grants,
private donations and borrowings.

if structured appropriately, the vehicle may receive GST benefits
enabling less equity to be contributed.

Private contractor {in the case of new develocpments).

Developer:

Owner: Not-for-profit housing company.

Operator: Not-for-profit housing company or community housing provider,
Target: Low income rental

Capitat Funding: Housing company or Government.

Recusrent Funding: Self funding.
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Model &5 - Affordable Housing Trust (Listed or
Unlisted)

Affordable Housing Trust (Listed or Unlisted)

Name:

Category: Affordable Housing Vehicle

Prescription: Affordable housing trust {listed or unlisted) established, aftracting
private investment in affordable housing assets. Properties
purchased by the trust would be rented as affordable housing,
either directly to tenants or via a head lease arrangement with a
community housing arganisation. In order to attract private
investment, a rate of returmn would be set that would invoive capital
appreciation of the trust's assets to be distributed.
May have taxation benefits for investors:
GST exemptions, sponsorships, institutional investment,
government grants, rent assistance etc

Developoer: Privaie contractor (in the case of new developments).

Owner: Affordable housing trust.

Operator; Affardable housing trust or community housing organisation.

Target: Low income rental

Capital Funding: Private contractor with significant Government subsidy.

Recurrent Funding: Private contractor with significant Government subsidy.
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Model 6 - Construction of New Affordable Housing
Stock

Construction of New Affordable Housing Stock

Name:

Category: Affordable Housing Vehicle

Descriptioﬁ: Involves E‘ncreasing the variety of affordable housing‘by
constructing new, smaller and more affordabie dwellings.
The model may form part of a larger development (PPP), with a
proportion of dwellings aflccated for affordable home ownership or
rental housing. In such instances, funding would generally be
provided by a private consertium. As private rental housing,
tenanis may be eligible for Commonwealth Rent Assistance, and
hemebuyers would have access to various forms of affordabie
housing finance.

Developer: Member of private consortium (PPP}.

Cwner: Private consortium.

Operator: P(lvate consortium, community housing organisation, or other
third party.

Target: Medium income househoids.

Capital Funding: Private consortium/Government

Recurrent Funding: Government contribution required.

Feasibility Study for Affordable Rental Property in the Town of Port Hedland 33



STARNTEIRIS

Model 7 - Government Housing Stock Transfers

Name: Government Housing Stock Transfers
Category: Affordable Housing Vehicle
Description: The model involves the transfer of existing government housing

stock to the private sector, with reguirements for a component of
affordabie {rental) housing.

If built on public land, the properties may eveniually transfer back
to government pwnership,

Developer: Not appticable ~ this model does not require development of
housirg stock,

Private consortivm/not-for-profit company/community housing

Owner: =
organisation.

Operator: Privat_e cqnsortéum,’nci—for—pmﬁt company/community housing
organisation.

Target: Low income households

Capital Funding: Transfer from State.

Recurrent Funding: Nil — as capital already funded.

Feasibility Study for Alfordable Rental Property in the Town of Port Hedtand
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Model 8 - Multi-Agency Collaboration

Muiti-Agency Cellaboration

Mame:

Category: Affordable Housing Vehicie

Description: Collaboration between Local Government and relevant State
Government agency(ies) to provide affordable housing for specific
needs groups (e.g. elderly persons, disabled persons).
The model may form part of a larger development (PPP), with a
proporiion of dwellings atlocated for affordable housing. n such
instances, funding would generally be provided by a private
consortium and other government sources apportioned for special
interast groups.

Developer: Private contractor (in the case of a new deveiopment).

Owher: State or Local Government agency, or private consortium (PPP).

Operator: State or Local Government agency, community housing
organisation, or private consortium (PPP).

Target: Low income households

Capital Funding: Gaovernment/Private consortium

Recurrent Funding: Muill agency support funding from State,
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Model © - Cooperative Ownership Model

Narme: Cooperative Ownership Mode!
Category: Affordable Housing Vehicle
Description: Ownership of property shared by residents. £ach member of

issued with partly paid-up shares, used fo acquire and develop
property. Calls on shares used to repay bank loans. Shares can
he sold to new residents.

Economies of scale can provide cost benefits, Can be sponscred
by State/Local Governments. Governments could provide loan

facilities.
Developer: Housing cooperative.
Owner: Housing cooperative.
Operator: Housing cooperative.
Target: Low income buyers.

Capital Funding: Members and banks.

) . . . .
Recurrent Funding: Housing cooperative and Government subsidies
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Model 10 —~ Community Land Trust

Community Land Trust

Name:

Category: Affordable Housing Vehicle

Description: Non-profit organisations that are controlled, under a charter, to
provide housing avaitability to the local community.
Cwnership of land remains within the community and iong term
leases are provided to residents,
Governance of the trust is determined by communal or collective
ownership arrangements, with residents and community members
receiving voting righis.

Peveioper: Commumnity Land Trust

Owner: Commuinity Land Trust

Operator: Community Land Trust

Target: L.ow income households

Capital Funding: Community Land Trust

Recurrent Funding: Members and Trust
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Model 11 — Bond Model

Mame:
Category:

Description:

Developer:
Owner:
Cperator:
Target:

Capitat Funding:

Recurrent Funding:

Bond Model

Affordable Housing vehicle

State government sells long term bonds o private investors
{institutional investors) at market price. The capital raised is used
o acquire property for affordable housing.

The gap in operating costs, between interest refums on loans and
rent received, is met by government subsidies. Dwellings may be
progressively sold off to repay debt.

Government
Government

State housing authority
Low income households
Debt

Rent, government subsidy
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Model 12 - Individua!l Rental Assistance

individual Rental Assistance

MName:

Category: Financial Assistance

Provision of financial assistance to individual rental tenants to
cover the gap between market rent and the individual tenant's
affordability, and cover the upfront bond cost.

Description:

The modal would be funded via Government grants, This
individual financial assistance would supplement Commonwealth
Rent Assistance received by the tenant.

Not applicable — this mode! does not reguire development of

Devslaper: housing stock.

Cwhner: Privata investar.
Operator: State/Local Government,
Target: Low income households

Capital Funding:

Recurrent Funding: Government
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Model 13 - Tax Credits Model

Marne:

Category:

Description:

Developer:

Owner;

Qperstor:

Target:

Capital Funding:

Recurrent Funding:

Tax credits model

Finance Assistance

This model includes the following tax incentives:
+ and tax rebates for affordable housing providers

= income tax - investors receive below threshold level tax
credit. Le. raduction to total annual tax liability. Change
requires cooperation of commonweaith and state
governments

= capital gains tax — annual threshold not payable
= |ocal governrnent rating concessions

w  property tax exemptons

Private

Private

Private

Low income households

Government - through taxation assistance.

Government - through taxation assistance.
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Maodel 14 —~ Construction Loan Funds

Construction Loan Funds

MName:

Category: Finance Assistance

Description: incentive for development of affordable housing by providing
construction finance for developers at balow marke! interest rates.
Can be for particular types of housing projects or far
developments assigning a portion for affordable housing,
Can be financed by Government agency and co-lender — with
biended agency {floating rate below lenders rate) and lender rate.
Alternatively, grant for construction of low income housing.
Could incentivise a network of lenders to finance for low income
housing construction.

Developer: Private consortium

Owner: Private consortium

Operator: Private consortium

Target: Low income households

Capital Funding: Private consortium

Recurrent Funding: Private renters
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Model 15 - Housing Voucher Program

Name:

Category:

Description:

Developer:

Owner:

Operator:

Target:

Capital Funding:

Recommended for Short
List:

Housing Voucher Program

Finance Assistance

Haousing vouchers are a form of government assistance, giving
recipients the freedom to provide voucher payments to landlords
in any kind or location of property that they cheose, in order to
best meet peoples’ needs. The advaniage of this type of rental
assistance is the choice of type and location of property.

Can be tied o a formula reflecting costs and rents.

Requires cutreach program to fandiords to ensure vouchers are
accepted.

in U8, recipient contributes 30% of income to rent, and voucher
makes the difference. :

Private
Private
Private
Low income hiousehalds
Private

Government
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Modetl 16 - Regulatory Protection of Existing
Affordable Housing

Regulatory Protection of Existing Affordable Housing

Mame:

Gategory: Legislative Assistance

Description: Develop of policy by Local Government to reguire Councl
approval where owner/developer of affordable housing wishes to
alter, add to, subdivide, or demoiish the dwelling(s).
Council would be required to consider certain matters, including:
the effect on rental stock in the area, the impact on current
residents, and the future needs of the community.

Developer: Not appHcable — this model does not require development of
housing stock.

Swner: Owner of (eligible) affordable housing.

Operator: Local Government,

Target: Low income households

Capital Funding: Private

Recurrent Funding: Not applicatle.
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Model 17 - Rate Concessions

Rate Concessions

Name.
Category: Legislative Assistance
P Pravision of part or whole concessions on Council rates for

Description: ot pa ! C ! !
persons in eligible affordable housing, reducing the financial
burden of living in the area,
This modei would result in a reduction in income from rates o
Local Government.

Developer: Not applicable - this model does not require devetopment of
housing stock.

Owner: Owner of (eligible} affordable housing.

Operator: Local Government.

Target: Low income rental

Capital Funding: Private

Recurrent Funding: Government
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Maodel 18 ~ Inclusionary Zoning

Inclusionary Zoning

Name:

Category: Legislative Assistance

Desctiption: Locat Govefnment reguires (pr rquasts) a certain pt_ercentage of
affordable housing to be assigned in developmentis, in exchange
for inclusionary zoning ordinances.
A dedicated portion of the market value of the development,
created by rezoning, is directed toward affordable housing.
As land value increases the value of rezoning incentives
increases.
Inclusionary zoning ordinances could be mandatory or incentive
based and are usuzlly determined in accordance with specific
iocal area requirements,

Developer Private contractor

Dwner: Private contractor

Operator: Private contractor. Could also have arrangement for affordabie
housing land portion of property with community housing
organisation.

Target: Low income households

Capital Funding: Private contractor

Recurrent Funding: Private.
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Model 19 — Density Bonuses

Density Bonuses

Name

Category: Legisiative Assistance

Description: Councll gives permission to build additional housing above the
allowed density provided this additional housing stock is for
affordable housing
Caoncessions offered may include floor space bonuses, building
height aliowance and reductions in car parking provisions,
minimum lot open spacefiandscaping requirements.

Developer: Private contractor

Owner: Private contractor

Operator; Private confractor. Could aisc have arrangement for affordable
housing land portion of property with community housing
organisation,

Target: Low income households

Capita[ Funding: Private contractor

Recurrent Funding: Private contractor
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Model 20 — Other Planning Reforms/Concessions

Name:

Category:

Description:

Developer:

Cwner:

Operator:

Target:

Capital Funding:

Other Planning Reforms/Concessions
legisiative Assistance

Various reforms/concessions granted on provision of a proportion
of affordable housing. Such reforms may inciude:

= developers are required to contribute funds to an affordable
housing trust on the basis that the development will displace
affordabie housing from the market;

= relaxation of other pianning restrictions (such as the current
restrictions on residengy in ‘granny fiats’);

= Impact Levies, where commercial developers are required to
contribute to affordable housing supply costs on the basis that
employment growth in the area contributes fo increased
housing prices;

= Benefited area rating schemes, where a rate levy is charged
to property owners in areas subject to public infrastructure
expenditure such as urban renewal efc;

= Accelerated approvals, where affordable housing
development is prioritised by local authorities in terms of
deveiopment and other apptications.

Planning reforms/concessions could be undertaken as part of &
PPP, and could be provided on a case-by-case basis.

Private developer.

Developeriowner of (eligible} affordable housing.
Local Government.

Low income househotds

Private contractor
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Model 21 - Statutory Covenants

MName® Statutory Covenants

Category: Legislative Assistance

Description: Negotiateci covenanis to preserve existing affordable housing use.
Negotiated covenanis are registered on title to land and cannot be
removed unilaterally by property owners. May be used in
conjunction with increased developmeni/supply initiatives to
ensure long term affordability.

Developer: Privaie

Owner: Private

Operator: Private

Target: Low income households/Existing affordable housing areas

Caphtal Funding: Not appficable.

Recurrent Funding: Not eppiicable.
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Model Evaluation

The long list of models and their score for each of the five assessment criteria are
shown in the table below.

A score of 1 indicates the most unfavourable outcome against the criteria, whereas
a score of 5 represents the most favourable cutcome against the criteria.

poo2
Contiolisd/
Tatgeted

Affordable Housing Vehicles

Public Private 1 2 1 5 2
Partnership

Community Housing 5 4 4 2 4
Partnership (Equity

Share}

Community Housing 5 5 4 2 4
Partnership (Community

Ownership)

Non-for Profit Housing 5 5 4 3 5
Company

Affordable Housing Trust 2 3 4 4 1
Construction of New 4 2 4. 1 3
Affordable Housing Stock

Government Housing 4 5 4 4 4
Stock Transfers

Multi Agency 2 4 2 3 2
Collaboration

Cooperative Ownership 1 5 4 2 1
Model

Community Land Trust 4 4 4 2 3
Bond Model 1 2 2 4 1
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Financial Assistance

Individual Rental 4 3 1 2 1
Assislance

Tax Credits Model 1 2 1 4 1
Construction Loans Fund 4 2 1 2 1
Housing Voucher 4 3 1 2 1
Program

l.egislative Assistance

Regulatory Protection for 1 2 1 3 2
Existing Affordable

Housing

Rate Concessions 1 2 1 3 2
Inciusionary Zoning 1 z 1 3 2
Density Bonuses 1 2 1 3 2
Planning 1 2 i 3 2

Reforms/Concessions

Statutory Covenants 1 2 i 3 2
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7.1

Shortlist of Models

The above analysis identified a short-list of models from the scoring attributed.
The top 10 moedels identified with a score compared to a maximum 25, are:
Non-for Profit Housing Company - 22

Government Housing Stock Transfers - 21

Community Housing Partnership (Community Ownership) - 20
Community Housing Parinership (Equity Share) - 19

Community Land Trust- 17

Affordable Housing Trust- 14

Construction of New Affordable Housing Steck - 14

Multi Agency Collaboration - 13

Mixed [ncome Models - 13

oo oo U W

16.  Cooperative Ownership Model - 13

From the above, the following models have been short listed in accordance with
the criteria identified in the previous section:

" Community Housing Partnership;

% MNon-for Profit Housing Company;

= Government Housing Stock Transter; and
8 Community Land Trust.

Whilst other models may be of interest, the majority that have not been shortlisted
are either not implmentable on a small geographic basis, or do not achieve the
target rental need.

Selection of Preferred Model

Whilst the four models above best meet the target need required, the Not for Profit
Housing Company model has been selected as the preferred model for
implementation. Netwithstanding this, the four models are similar in certain
aspects and elements of each have been included in the preferred model operating
structure.
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The major reasons behind this decision are:

No Government Housing Stock exists te be transferred and thus makes the
associated models difficult to implement. It is noted that the transfer of
Govermnment owned land, either permanently or for the life of the project,
may be incorporated into the final model.

No available land is currently held by any community housing group, and
thus the Comununity Housing Parinership model nor the Community i.and
Trust mode] are possible.
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8.1

8.2

Structure and Implementation of Preferred Model

Overview of Model
A Not for Profit Housing Company (“NPHC”) is proposed to operate to deliver
affordable housing in the near and inner Port Hedland region.

The NPHC would be incorporated as a public company limited by shares under
the Corporations Act and be independent from Government,

The main advantage of this model is that tenanis have access to Commonweaith
Rent Assistance,

In addition, the NPHC would apply to be an Income Tax Exempt Charity (ITEC),
and thus be exempt from goods and services tax (GST) and other taxes including
income tax.

As a charity, the NPHC would be required to have charitable mission.
Such could resemble a statement such as:

“The Port Hedland NPHC aims to provide appropriate, secure and affordable rental
housing i the Town of Port Hedland to people in need.”

Such models have been developed in Australia and overseas examples to add to
the provision of affordable rentai housing that meet social policy objectives.

Parties and Structure

The Not for Profit Housing Company Model operates as an interface between
numerous parties, '

The parties involved include:

s Tenants;
= Community Housing Operators - Managers on behalf of the Company;
= Commonwealth Government -~ Provides of Commonwealth Rental

Assistance and Tax Deductibility;
= Private Industry and Donrors - Providers of tax deductible donations; and

® State Government - Potential grantors of land assets.
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8.3

8.4

Tenants

The NPHC will provide appropriate, secure and affordable rental housing in the
Town of Port Hedland to people in need.

Consistent with the aim of ensuring affordability for fow income households, rents
would be set at below market rates.

As a consequence of the rent setting policy, rental accommodation is expected to
be appropriate for:

5 Lower income households without children; and

= Households with children where the household income is above that
provided solely through income support payments,

The need for the NPHC is driven the issues surrounding the lack of availability of
public housing to provide a suitable cutcome or to assist in a Hmely manner.

In addition, the public housing eligibility criteria do not incorporate the nuances of
the Prot Hedland rental market and excludes the key market in need.

At first instance, it is proposed that to be eligible for NHPC accommodation,
applicant households must:

5 Be in inadequate, unaffordable or insecure accommodation;

= Demonstrate a need to be housed in the area;

# Lack means of meeting their housing need;

® Be unable to find appropriate, affordable and secure housing in the private

rented market; and either

o Come within the definition of a low income household identified
at the time of launch; or

o Have special needs which disadvantage them in the house
market.

Housing Stock'

The housing stock required has been identified via the market assessment, as well
as consultation with relevant stakeholders.

This has identified that the NPHC will include stand alone housing units and
some group housing units (triplex sites). The overarching framework involves a
diversity across the region and a non-concentration.

It is proposed that stand alone housing unit be able to accommodate 5 persons,
and small group housing sites, 3-4 persons.
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8.5

8.6

8.7

8.8

8.9

Rent and Rent Setting

The rent setting strategy would seek to meet the needs of the target market.

The general aim may be stated as the provision of good quality housing at rents at
a discount to the market which are afferdable to households on low incomes such
that, in general, househoids do not have to pay more than 30% of their income in
rent.

In order to achieve the charitable status, rent should be at less than 75% of the
market rent. This is not seen as a material hurdle in the current Port Hedland
market,

Teancy Management

ft is proposed that the NPHC would engage a local community housing provider
to provide tenancy management services. This is seen as a critical element in the
model as such organisation as experienced in dealing with the specificities of
housing management in the region.

Referral Procedures and Practices

[t is proposed that the model operate via referral arrangements from relevant
pariners and stakehelders.

The NHPC will retain ultinate control over access into its housing, in order to
manage tenant mix and business viability.

Exit Points

Households that exceed upper income thresholds will be encouraged to seek
housing elsewhere, to free up recourse for higher need applicants. Such an
approach ensures an effective use of subsidy.

Governance

It is proposed that the NPHC be incorporated as a not-for-profit legal entity in the
form of a public company limited by shares under the Corporations Act.

The NPHC will apply fo be a deductible gift recipien{ according (o the {ncome Tax
Assessment Act 1897 (so that donations (of $2 or more) are tax deductible to the
donor) and a charitable institution and endorsed as an income-tax-exempt charity
in terms of the Income Tax Assessment Act 1997,

As a company, the NPHC will have to issue shares.
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Ordinarify, such entities have two classes of shares:
| Ordinary Shares; and

& Community Shares,

Similarfy, there will be two classes of Shareholders:
" Ordinary Shareholders; and

. Community Shareholders.

8.9.1 Ordinary Shareholders

The ordinary shareholders establish the organisation.
These are likely to be:

€ State Government Housing Agency;

® A Development Commission; and/ or

w The Town of Port Hedland.

8.9.2 Community Shareholders

Comumunity Shareholders are appointed by the Ordinary Shareholders. They
should be organisations and not individuals.

An organisation’s suitability to be a Community Shareholder and the process for
nomination and appeintment as a Community Shareholder is specified in the
Company’s Shareholders Agreement.

8.9.3 Directors

Each initiat Ordinary Shareholder would be entitled to appoint one Director to the
Board of Directors for each Ordinary Share held. The Ordinary Sharehoiders may
nominate one of the directors appointed by them as a Chair, or neminate an
additional director as an Independent Chair.

The Board has appointed a Chief Hxecutive to oversee the operations of the
Company.

894 Code of Conduct

The Company will adapt a code of conduct for all those involved in the Company
at both Board and staff levels.
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8.10

8.9.5 Accountability

The Board will produce an anrwal report, which will include the following
information:

" A summary of the annual accounts;

® A performance report highlighting both property development { e.g. units
commenced and completes) and tenancy management ( e.g. vacants,

arrears);
= A lettings report showing who received allocations from the Company;
* A report on the condition of the stock, investment undertaken and planned

Staff numbers and cost; and
& Directors” attendance and remuneration.

8.9.86 Governance Structure

The following governance arrangements would exist to ensure the framework
intended was implemented:

» Company Constitution and Shareholder’s Agreement
£ The inclusion of Community Preference Shareholders in the governance
model,

" Board of Directors structure whereby the Chair and three Directors are
nominated by the shareholders.

Financial Structure

The NPHC is intended as an alternative model of providing social/afferdable
housing that reduces the demand for funding from government as compared with
provisions of conventional social housing.

Such approaches have been established in a variety of coundries avound the world.
For example, the housing association sector in the United Kingdom comprised of
not-for-profit social landlords now provides accommodation to nearly four million
people in over one and a half million homes.

There are significant resources that can be utilised i the model These are
described below.
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8.10.1 Renti Assistance

The Commenwealth Government provides rental assistance to eligible people
who rent their homes in the private sector (and from a number of community
organisations). The structure of payments under the Rent Assistance scheme
results in varying levels of assistance being available to different household types.
Whilst Rent Assistance is not available to tenants in Public Housing, it is available
to tenants of the NPHC.

8.10.2 Tax Efficiency

The NPHC structure is designed in such a way as to take advantage of legitimate
methods of minimising Hability for tax. The relevant provisions are:

GST: Accommodation will be priced in such a way as to maximise the
ability to claim input tax credits for G57 cost included in construction and
other contracts.

Stamp duty and rates: There is scope for stamp duty exemptions where
there is a public benevolent purpose. Local governments have censiderable
scope for influencing housing provision on a smaller scale via property tax
or rating concessions.

Fringe benefits tax (FBTh: As a charitable institution, concessions are
available in relation to FBT liability on benefits provided to employees in a
similar way to public hospitals.

Income Tax and Capital Gains Tax: Not for profit entities are exempt from
income tax and capital gains tax in a similar manner to government entities
not subject to the National Tax Equivalents Regime.
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9.1

9.2

Financial Forecasts and Viability

Aim of Financial Modelling

The aim of the financial modelling undertaken is te provide:
= An assessment of an overall viability of the preferred model; and

@ Determine the viability of the funding scenarios and the sources of funding
for the project.

Target Need Modelled

In order to determine the viability for the target need, the modelling was
conducted on the basis of three household types.

These types were selected to mirror the need identified in the earlier market
analysis and consultation phases. The three household types are summarised
below:

' Housshold Type

Type A: Couple
with Sole Income 30% 2 1 1 1 3 $30,000
and Dependants

Type B: Sole

Parent with No o

Income and 30% 1 2 2 g 4 $0
Dependants

Type C: Single with
No Dependants 40% 1 0 o 0 G $45,000

As the above demonstrates, it has been assumed that 30% of the households in the
model are Type A, 30% Type B and 40% Type C.
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9.3

Rental Assumptions

In crder to determine the ability of the above three househoid types to pay rent in
a rental model, each households’ net income was determined.

This was determined on the basis of the following factors:
= Salaries and wages earned; and

= Based on family composition, eligibility for income and rental assistance.

8.3.1 Financial Assistance Mechanisms

The following financial assistance mechanisms have been utilised for the various
household types, where applicable. It is assumed that other relevant eligibility
criteria have been met.

= Family Tax Benefit A - annual tax benefit to help families with the cost of
raising children.

¥ Family Tax Benefit B - provide exira assistance to families with one main
income, including sole parents, where the youngest dependent child is
under 16, It alse provides extra assistance to families who have a child
under the age of five,

o Parenting Payment ~ a parenting assistance payment to singles that have at
least one child aged under 8 who is wholly or substantiatly in their care.

* Newstart Allowance -~ to assist those entering the workforce who are
currently unemployed;

Rent Assistance - to assist those the private rental market who receive more
than the base Family Tax Benefit.

The folfowing table displays the assumptions utilised regarding the eligibility of
the three household types to the various financial assistance mechanisms.

E Hotisehold Type.

Family Tax Benefit A

Family Tax Benefit B No Yes No
Parenting Payment No Yes No
Newstart Allowance No No No
Rent Assistance Yes Yes Yes

Feasibility Swdy for Allordable Rental Propeny in the Town of Pan Hedland 40



(s

o

SEAMBPOI

Financial Assistance Rates
The following financial assistance rates have been adopted i the financial

modelling from consultation with the Comumonwealth Department of Families,
Housing, Community Services and Indigenous Affairs (FaHCSIA).

9.4.1 Income Based Assistance

Family Tax Benefit A

For Each Child Per Annum
Under 13 years $4,460
13-18 years $5,595
16 - 17 years $1,881
18 - 24 years $2,310
Family Tax Benefit B

Age of Youngest Child Par Annum
Under 5 years $3,25%

5 - 15 years $2,270
Parenting Payment

Status Per Annum
Parinered $10,083
Single $13,980
Newstart Allowance

Status Per Annum
Single, no chiidren $11,175
Single, with children $12,087
Partnered 320,166
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9.5

8.42 Rent Assistance

No Dependants

Single, no dependent children

Single, sharer, no dependent children
Couple, no dependent children
Dependants

Single, 1 or 2 children

Single, 3 or more children

Couple, 1 or 2 children

Caoupte, 3 or more children

Household Income

$105
§70

$98

$124
$140
$124

$140

$2,740
$1.827

$2,584

$3.218
$3,640
$3,218

$3,640

On the basis of the above assumptions, and the financia! assistance mechanisms,
the household income for each of the three household types has been determined.

This is displayed in the table below:

sehald Type

Salaries $30,000

Income Taxation $3.600
Net Salaries $26,400
Family Tax Benefit A $11,846
Family Tax Benefit 8 50
Parerting Payment 30
Newstart Allowance 30
Rent Assistance $2,6840
Total Household Net Income £41,987

$0

30

$0
$20,112
$10,0670
$13,880
30
33,640

$47.802

$45,060

$8,100
$36,900
30

$0

30

30
$2,740

$39,641
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9.6

Maximum Rent Affordable

In order to determine the maximum rent affordable by the househoid types, a
series of scenarios have been adopted, around the accepted housing stress” metric.

The following table displays, the maximwn rent that could be afforded by the
three households at various levels of their income being dedicated to rent.

Maximum Avatlable for Rent Per Annum

25% $10,496.65 $11,060.51 $9,810.18
30% $12,595.98 $14,340.62 $11,892.21
35% $14,695.31 $16,730.72 $13,874.25

Maximum Available for Rent Per Week

25% $201.86 $229.82 $190.58
30% $242.23 $278.78 $22870
38% $282.60 $321.74 $266.81

At the 30%, the rent per week affordable is depicted in the chart below.

Maximum Available for Rent Per Weak

§300Q0 5

§250 00

$260.05 3

BIST.0G o mosie

$40000 +——

Maxirmum Rent Affordable Per Week at 30% of tncome

35000 4

5000 -

Type A Type B Type ©
Household Type
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9.7

9.8

Development Scenario

In order to develop the model, a stand alone development scenario sample has
been utilised to conduct the analysis. The modelling has assumed that the
development includes the following;

Number of Units of Housing 30

‘Proportion Grouped 30% 9
Proportion Stand Alone T0% 21
Number of Units in Grouped Housing 3 8x3
Total Number of Housing Units 48

Key Assumptions

In developing the financial forecasts for the model, a number of assumptions have
been utilised.

The key assumptions are detailed below.

9.8.1 Land Costs

The land costs below have been identified with consultation with organisations
such as the Department of Housing and Works.

Asgimption

Grouped Housing Site $230,000

Density for Grouped 3

Grouped - Per Unit $76.867

Stand Alone Housing Site $100,000

Stamp Duty - Grouped $0 Stafe grant of fand.
Stamp Duty - Stand Alone 30 State grant of fand
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9.8.2 Construction Cosits

The construction costs below have been identified with consultation with
construction organisations in the region and the Department of Housing and
Works.

Grouped $600.000 Inclusive of GST

Grouped - Per Unit $200,000 Inciusive of GST
Stand Alone $275,000 inclusive of GST

Timeframe for Construction of
Development Scenario 2 years

Phase 1 - Percentage of Deveiopment
Scenario 40%

Phase 2 — Percentage of Development
Scenario 30%

Phase 3 - Percentage of Development
Scenaric 30%

9.8.3 Operating Costs

Assumption,

Responsive Maintenance 5400 Per dwelling per annum
Insurance 0.25% % of Value of Property
Rates 0.50% % of Value of Froperty
Property Management 8% % of Gross Rent
Administration $50,000 Fer annum
Sinking Fund 1,000 Per dwelling per annum
Working Capital Reserve $100,000 Lipfront
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9.9

8.84 QOther

Project Management Per value of construction

GST Rate 10%

Stamp Duty 0%

Debt Finance Costs 9% Per annum
Debt Term 30 Years
Interest Free Rate 0% Per annum

Escalation Rates
Canpiial 8% Far annum

Recurreni 4% Fer annum

Development Profile

In the sample model, it has been assumed that the 48 units of housing are
developed over three years in three phases as stated in the above assumptions.

The resultant asset pool and properties available for rent over the three years are
depicted in the chart below,

Development Profile - Number of Units of Housing in Asset Pool

o

Number Completed and Rented

& Grouped Hawsing

= Stand Alore Housing

= Total

Year
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9.10

9.11

Capital Requirement

On the basis of the above assumptons and development profile, the capital
requirement was determined to develop the housing assets.

The profile for the first three years is stated in the table below and demonstrates
an estimated requirement of approximately $12.0 million.

Land Costs ~
Phase 1

Land Costs -
Phase 2

Land Costs -
Phase 3

Stamp Duty

Total Land
Acquisition
Costs

Construction
Costs - Phase
1

Construction
Costs - Phase
2

Construction
Costs - Phase
3

Total
Construction
Costs

Total
Development
Costs

$1,668,000

$1,326,080

$1,405,624

$0

$4,399,684

$4,738,200

$3,766,869

$3,992,881

$12,497,950

$16,897,634

Operating Period

$1,868,000

30

30

30

$1,668,000

§0

30

3C

50

$1,668,000

0

$1,326,080

50

30

$1,326,060

$4,738,200

30

80

$4,738,200

$6,064,260

30

$a

$1,405624

$0

$1,405,624

&0

$3,766,869

30

$3,766,869

$5,172,483

30

30

$0

30

80

$0

30

$3,892,881

$3,992, 381

$3,992,881

Financial forecasts for the Operating Period have been prepared for 20 years.
These cash flow forecasts utilise the various revenue and cost assumptions

outlined above.

The table below summarises the total over the 20 year period. The full 20 vear cash
flow forecasts are contained in the Appendices.
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Cash inflow

Household Type A $5,445,222
Household Type B $6,382,759
Househoi& Typae C $9,680,395
Tofal Rental lncome $21,478,375
GST Refund 51,136,177
Total Cash inflow $22,614,553
Cash Qutflow

Project Management Fees $506,929
Property Management Fees $1,718,270
Responsive Maintenance $576,398
Insurance $998,751
Rates $1,997,503
Sinking Fund $1,824,043
Administration Costs $1,548,460
Working Capital Reserve $100,000
Total Cash Outflow $9,271,254
MNet Income Available For Capital andfor $13,343,208

Debt Service

In order to demonstrate the composition of the operating surplus, the following
chart has been developed as a means of identifying revenue and cost composition.
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Cperating Cash Fiow - Post Developmeant (Year § Example]
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Opetating Cash Flow Hem

The financial model displays $13.3 million for debt and/or capital service. This
provides a small surplus to the total capital requirements of $12.0 million. The lack
of a larger surplus assists in identifying that comumercial fiunding models may not
be viable as the model is not able to adequately provide retuns.

Financial Viability

The financial viability of the model can be summarised by assessing the financial
return metrics, These assist in identifying the appropriate financing and funding
sources.

Over the 20 year life of the project, the following financial return metrics are
identified,
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Capital Cash Flow

Land Acquisition -54,399 684
Construction -$12,497,950
Total Capital Cash Flow -$16,897,634

Operating Cash Flow

Remtal Income

Total Rental Income $21,478,375
GST Refund $1,136,177
Total Income $22,614,553
Expenses .

Project Management Fees $506,928
Property Management Fees $1,718,270
Responsive Maintenancs $576,398
insurance $598,751
Rates $1,997.503
Sinking Fund 31,824,943
Administration Costs 51,648,460
Working Capital Reserve $100,000
Total Expenses $9,271,254
Total Operating Cash Flow $13,343,298
Net Cash Flow -$3,554,335
Maximum Cash Flow Requirement $15,370,584
Net Present Value - NPV Discount Rate = 8% -$8,216,007
Internal Rate of Return - IRR -2.3%

The above table demonsirates that the project has a negligible return and thus
further demonstrates perceived inability to fund a commercial rate of return.

The chart below displays the cash flow profile and the associated payback period.
The cumulative cash flow has a largely negative period.
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Cash Fiow Profile of Project

$2.600,000
Net Gash Flow

50

52,000,000

‘ y
$4,000,006 ‘ V - Peryoy Ayt terivg
B
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56,000,000 2 -

-38.000,000

$10.000,000 k¥

e Cumulative Cash Flow

-$12,600,000

-514.000,000

-$16,000,000

818,000,000
Year

Terminal Value and/or Residual Value

The above analysis has been conducted with the inclusion of a residual value. The
residual value is the value of the residual assets of the project following the
completion of the project life. In this instance, the project life is 20 years and the
assoclated project assets are the housing stock owned by the company. As is
commonly understood, this is a rather imporfant component in real estate projects.

The financial analysis metrics have been recalculated to determine the impact of
realising the value of the 48 housing units after 20 years.

At the end of the project, it is assumed that the housing units are sold for their
value at that point in ime. The value has been estimated on a conservative basis
by assuming that the total vaiue of capital spent equates to the value of the
housing stock and such grows by 6% per annum over the 20 year period. This
equates to an end value of $45.0 million.

[f this amount was realised, the cash flow and financial metrics would be amended
in the following manner. '
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Capital Cash Flow

Land Acquisition -%4 395,684 -$4,389,684
Construction -$12 487,950 -$12,497, 950
Residua! Value 545,601,488
Total Capital Cash Flow -§16,897,634 $28,603,855
Operating Cash Flow
Operating Cash in Flow $22 614,553 $22,614,553
Operating Cash Qutfiow $5,271,254 -$9,271,254
Total Operating Cash Flow $13,343,208 $13,343.208
Net Cash Fiow -§3,554,335 $41,947 153
Maximum Cash Flow Requirement -$15,370,594 515,370,594
Net Prosent Value - NPV
Discount Rate = 8% -$8,215,007 $824,125
Discount Rate = 10% -$8,484,034 -$2,345,392
Discount Rate = 12% -58,614,815 -$4.403 215
-2.3% 8.4%

Internal Rate of Refurn - IRR

The above analysis demonstrates that an enhanced return profile is available if a
residual value assumption has been utilised. Notwithstanding the above, the total
return profile is not overwhelming in its direction towards a funding model. The
IRR to the project of §.4% does provide for a level of return commensurate with
residential property investment. However, the ability to utilise institutional funds
at such levels is negligible, as the cash flow profile limits the cash return for a long
period of tme.
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9.14

9.15

Funding Scenarios

Given the above cash flow profile of the project, the funding scenarios in order to
finance the project have been developed.

in consultation with stakeholders, and utilising Stamifords understanding of
financial markets, it was determined that a commercial model would not be
appropriate as a funding mechanism. This is driven by the cash flow and return
moedel generated. Ordinarily, if the housing stock could be developed and sold in
shorter periods, such as 3 - 5 year profiles, the cash flow profile, through the
realisation of property sales and capital gain would be achievable. However, the
sale of properties in the short term is contradictory to the purposes of the model
being developed.

Therefore a number of models were considered and identified to assist in funding
the not for profit housing company. These are:

g State grant land to the vehicle for development;

" NFPHC obtains tax deductible donations from private sector, including
industry prevalent in the region;

= NFPHC obtain loan funds from the State for the development of the project
on concessional terms; and

= NFPHC obtains grants from the Community Housing Program.

Each of these options have been modelled to assess their ability and resultant cash
flow profile.

Cash Flow Funding Requirement

As determined above, the project requires approximately $15.5 million in capital
to fund the development of 48 units of housing. This capital requirement can be
funded in the manner described.

The effect of each of these scenarios has been determined.
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9.15.1 Option 1: State Provides Land Free for Use

Under this model, the State would make land available for the use of the project.

This would remove the land acquisition costs. The resultant cash profile
adjustments are stated below.

Total Capital Cash Flow -$16,897,634 -$12,497,850

Total Operating Cash Flow $13,343,298 $13,343,298
Net Cash Flow -$3,554,335 $845 348
Maximum Cash Flow Requirement -$15,370,594 -$10,870,810
Internal Rate of Return - IRR -2.3% 0.7%

This option does enhance the viability of the model, but still requires further cash
investment of $10.9 miflion.

9.15.2 Option 2: Tax Deductible Donations

Under this model, as a not for profit, any donations obtained would be tax
deductible to the provider. This model could thecretically provide the $10.8
million required and fund the project. However, this model poses a major risk, in
that the model relies heavily on the provision of such donations, and if these were
not available, the model would not sueceed.

However, this may provide a viable option as an adjunct to another model. This
would be marketed to indusiry. The marketing of the donations to industry would
include:

" Tax deductibility of donation;

= Additional supply in the local market would assist in reducing the overall
private rental cost, and therefore reducing industry’s housing cost; and

- Enhanced housing for singles would assist in the recruitment of trades and
appetencies and other non-core service personnel.
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9.15.3 Option 3: Loan Funds on Concessional Terms

This option involves the State, or cther Government authority providing a
concessional or interest free loan to the project.

The proposed terms of the facility would be:

u Interest Rate - 0%

s Term - 20 years post completion of construction

" Amount - $11.9 million

= Repayments ~ Credit Foncier facility - Principal and Interest {(0%) from the

completion of construction. Repayments of approximately $600,000 per
annum from year 3.

= Security Provided - First ranking mortgage security over real property
assets of NFPHC.

This model provides a neutral cash flow profile, whilst making tangible and
sizeable repayments of the loan facility to the State. In addition, from the State’s
perspective, security of appropriate vatue is also being provided.

Total Capital Cash Flow -$16,897 B34 -$16,897,6234

$13,343,298
Totai Operating Cash Flow $13,343,268
Financing Cash Flow
Funds Drawn Down 30 $16,897,634
Funds Repaid $0 -$16,897 634
Net Cash Flow -$3.554,335 30
Maximum Cash Flow Requirement -$15,370,594 $0
3 3% Not applicable ~ as no

Internal Rate of Return - IRR equily invesiment

As the above table identifies, this model provides the funding requirement and at
the completion of the project, allows for the return of capital to the State. The
NEPHIC would then have the ability to utilise its residual value contained in its
assets to provide for further development of additional housing units. This equity
utilisation provides for the longevity of the vehicle without the need fo seek
further support.
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9.15.4 Option 4: Obtain Grants from the Community Housing
Program

This option involves applying for a grant from the Department of Housing and
Works” Community Housing Program. This report would assist in providing the
base for the funding proposal.

The characteristics of the funding program have been assessed against those with
the proposed project and are well aligned.

Utilisation of this as a funding model provides two major risks:

" That the amount of funding requested is not provided in its entirety, thus
leaving a funding gap; and

« That due to the uniqueness of the Port Hedland market, the eligibility of the
target market is beyond the eligibility criteria for DHW public housing
tenants. The Community Housing Program carries this as a criteria and thus
may make the eligibility inconsistent. This is due to the need in the Port
Hedland region being evidenced for those unable te be met by public
housing and alse unable to enter the private rental market.

Preferred FUnding Option

Stamfords has conducted a summary of the above models and believes that a
hybrid funding mode! incorporating multiple elements provides an appropriate
funding structure.

The proposed hybrid model is propased to include:
= Grant of land assets from the State;

x The receipt of tax deductible donations from the private sector for $2
million; and

® A loan from the State or other authority on the terms described above for $5
million to be repaid over 20 year. As the State would be granting free land
to the model, the model has the capacity to service interest an commercial
terms. The terms of the facility will be:

o Interest rate of 9% per annum;

o Principal and interest repayments beginning in year 6;
o Interest capitalised until the repayments begin;

o Term of 20 years; and

o Security Provided - First ranking mortgage security over real
property assets of NFPHC.

The six year repayment free period will allow the net rental income to
accumulate to a satisfactory level
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The above scenario has been modelled to determine its viability. The analysis
demonstrates that the model is viable and able to support the required program,
and meet its financing service cbiigations.

The terminal value of the residual housing assets have not been included as a
return in the model. This is an explicit assumption and represents a conservative
approach that may be required with the State’s land grant. That is, the State may
require the project operate on a Build Own Operate Transter {"BOOT") - type
basis, with the land returning to the State at the end of the project.

The modelling assumptions utilised can be varied to accommodate the various
sensitivities. That is, should the donations amount not be achieved, then the loan
funds could be enhanced.

Capital Cash Flow

Land Acquisition -$4,369 684 $0
Construction -$12,497 950 -$12,497 950
Total Capital Cash Flow -$16,897,634 -$12,487,950

Operating Cash Flow

Operating Cash in Flow $22,614,553 $22,614 553
Cperating Cash Cutfiow 59,271,254 -$9,271,254
Total Operating Cash Flow $13,343,298 $13,343,298

Financing Cash Flow

Donations $0 34,000,000
Funds Drawn Down 30 $7 060,000
P&I During Operations g0 -510,560,512
Total Financing Cash Flows 50 $439,488
Net Cash Flow -$3,564,335 $1,284,836
Funds Required to be Viable -$18,370,594 Nii

The chart below displays the interaction between the vartous fund sources and
uses and demonstrates the viability of the project, including the repayment of the
loan funds provided.
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Cash Flow Compasition of Preferred Mode]
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Appendix A: Financial Modelling
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