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Dear Ms Gibsef, V"/‘ou\fcai

The Property Council is pleased to provide comment on the various Explanations of Intended
Effect (EIE) for the Accelerated Precincts on exhibition as part of the NSW Government’s
Transport Oriented Development (TOD) agenda.

Our submission is broken into key parts and provides comment on the overall planning framewaork,
in addition to more specific feedback on a precinct by most precinct basis. We are particularly
enthusiastic about the steps taken by the government in taking existing place strategies and pre-
planning work to bring forward these initiat accelerated precincts.

As our members have considered the precinct EIE's and structure plans, development feasibility
has been at frent of mind. The NSW Government has a short window of time to deliver 377,000 new
dwellings as part of the National Housing Accord and the key consideration driving member
feedback has been whether development under the proposed controls and contributions will be
achievable in an environment of inelastic price expectations and escalation of costs.

To this extent we have raised concerns about the level of affordable housing contributions
proposed across the precincts. The TOD opportunity - and the delivery of significant development
uplift - is one of the few very real opportunities for a contribution of this nature to work, and while
indicative contributions have been provided, concern has been raised about the viability of these
rates and their impact on project feasibility. We address this issue and provide options for the
Department to consider in Part One of cur submission.

In some precincts, the accelerated nature of the rezonings has resulted in our members
identifying areas and opportunities to deliver additional housing. in these cases we have asked the
Department to identify “future investigation areas” and future stages of TOD rezoning. These
opportunities will be discussed in Part Two of our submission.
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Congratulations to you and the entire Planning, Land Use, Strategy, Housing and Infrastructure
team on the acceleration of these precincts. While there is more work to do in addressing our
housing supply crisis. we are cammitted to achieving practical and workable outcomes.

if you wish to discuss aspects of our submission further please feel free to reach out to myself or
our Western Sydney Regional Director Ross Grove on 0412 897 130 or via email to

Yours sincerely,

Katie Stevenson
NSW Executive Director
Property Council of Australia
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Part One: A new planning pathway

State Significant Development

The draft Explanation of Intended Effect (EIE) proposes a temporary State Significant
Development {SSD) pathway until November 2027 for residential development applications
valued over S60 mitlion. in support of the proposal the EIE claims this approach will ensure a
consistency across the rezoning and assessment of these precincts.

Given the significance of the Tier 1 precincts to the delivery of the state’s housing targets under
the National Housing Accord, the Property Council is supportive of opening of the pathway to
projects rezoned under the program.

The 2-year time limitation for applications under this pathway is not supported. Projects of a
larger scale involve a level of planning and preparation work that is likely to require a longer
petiod of pre-lodgement activity, in addition to creating an unintended consequence of a larger
number of applications being “rushed” into the system in the leadup to the closure of the SSD
pathway in November 2027.

While there is a case to be made for a periodic review of the type of development that is subject
to an SSD pathway, this should occur in the context of all state significant development with a
view toward creating durable, responsive and proportional assessment pathways rather than a
piecemeal and temporary approach.

Policy options
Working with our members, we have identified two options to improve on the proposal in the
EIE:

o Option One: Provide a permanent State Significant Development (SSD) pathway for
residential development over $60 million within each of the Transport Oriented
Development Precincts, with any future changes to the eligibility criteria and CIV
thresholds for State Significant Development to be considered as a part of a periodic
statewide review.

« QOption Two: Extend the proposed temporary provision of a State Significant
Development Pathway from two years to the five-year National Housing Accord Period.

Recommendation

1. Make the State Significant Development (SSD) pathway permanent, with any future
changes to the eligibility criteria and CIV thresholds for State Significant Development
to be considered as a part of a periodic statewide review.



Concurrence and referral

The EIE proposes a b-year exemption from concurrence and referral requirements that are not
considered high-risk to speed up assessment timeframes. It is also proposed that high-risk
concurrence and referrals will be retained to ensure safe and orderly development.

While specific detail on concurrence and referral requirements in the exhibition material is
limited, the Property Council is acutely aware of the role that prolonged concurrence and
referral assessment times have in stretching out the determination times for applications, in
addition to the uncertainty created by a referral where the outcome is unclear or inconsistent.

Our members commonly identify delays related to the consideration of referrals related to
traffic management, stormwater management, and building in close proximity to either utilities
or major public transport assets.

Removal of duplicate referrals

In some cases, referrals to emergency services such as the Rural Fire Service or the State
Emergency Service occur at both the planning proposal stage and development application
stage. This duplication of referrals needs to be reviewed by the Department, with the objective
of promoting a level of careful and thorough pre-planning at the planning proposal stage with an
ultimate design to minimise further agency referrals where an application meets the objectives
of a relevant development ¢ontrol.

National practices

In November 2017, the Property Council of Australia’s Residential Development Council released
its research paper Cutting the Costs: Streamlining State Agency Approvals. The report makes
three findings which remain relevant today:

s The current approach to state agency approvals is inconsistent, inefficient and adds to

housing costs

+ Thereis considerable scope for reform in each state and territory that would lift cur
capacity to boost housing supply pipelines, and

s Bovernments interested in reducing their own administrative costs have plenty to gain
from transforming approval processes.

The report benchmarks states against key design elements of good planning systems, namely:

» Only one body should assess an application, using consistent policy and objective rules
and tests

» Referrals should be limited only to those agencies with a statutory role relevant to the
application

» Referrals should be for advice only

o Areferral authority shouid only be able to give direction where this avoids the need for a
separate approval process.

~» Referral agencies should specify their requirements in advance and comply with clear
response times.

This report formed a significance basis for the Property Council's advocacy in subsequent
years, leading up to its support for the creation of the Planning Delivery Unit in July 2020. While
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the operation of the PDU was a positive step forward for unblocking referrals across
government, the model stopped short of compelling agencies to respond within fixed timelines.

Queensland’s SARA model

While potentially outside of the scope of the immediate rezoning agenda, our members
generally share the view that the Queensland Government's State Assessment and Referral
Agency (SARA) remains the best practice of state governments across Australia.

This model, and its practical application in a local context should be considered as a policy
priority beyond the immediate precinct rezoning agenda.

Unnecessary referrals

In consultation with our members on agency referrals, the feedback ranged from the need to
identify “low hanging fruit” and the removing the need for additional reparts on items which are
likely to be considered as part of the initial rezoning. The “low hanging fruit” sought the removal
of requirements for social impact assessments, crime prevention strategies, economic impact
assessments, infrastructure strategies and traffic impact assessments given that these
impacts are best considered as part of the rezoning of the entire precinct.

“Life or death” referrals

The E!E lightly touches on a need to retain referral and concurrence requirements in situations
that are “high risk”. This seems like a reasonable approach, however consideration should also
be given to whether this consultation should occur at the time of zoning so that issues like fire,
flood and emergency service risk can be considered at a whole-of-precinct level, rather than ad
hoc advice for development applications that comply with the relevant controls.

Turnaround time caps

Additionally, our members were very quick to point out that improvements to the remaining
concurrences and referrals are likely to perform “only as well as the slowest moving part”,
meaning that a prolonged water referral effectively offsets any gains realised by incremental
improvements elsewhere in the concurrence and referrat framework. As a result, we are
recommending that any referrals that continue to apply te a TOD Precinct be subjecttoa
response time of 90 days, extendable to 120 days with the agreement of the Department.

This limitation on referral times provides certainty to industry and the Department, while
elevating the significance of the TOD agenda to non-planning areas across government that is
reflective of the NSW Government's housing agenda.

Recommendations

1. Concurrence and referral requirements should be turned off in as many cases as
possible, particularly where an application broadly complies with a development
control.

2. Inthe limited circumstances, where referrals and concurrence are deemed necessary,
the pericd for comment be limited to 30 days.

3. Where this hasn't already occurred, concurrence and referral agencies develop plans
and policies to enable the swift assessment of applications ina TOD location (e.q.
creating standard conditions of consent for building across each component of trunk
drainage infrastructure in a precinct structure plan).



4, The NSW Government give further consideration to how to best manage the burden of
concurrences and referrals on the delivery of new housing supply for development
applications outside of the focus of the Tier 1 TOD accelerated precincts.



Affordable housing contributions

Across the various TOD locations, in-perpetuity Affordable Housing Contributions are proposed
at various rates spanning from 3% in Bankstown and Bella Vista to 15% in Crows Nest and
Macquarie Park.

A summary of the Affordable Housing Contributions by precinct can be found below:

: Affordable Housing Anticipated affordable
Rrecinct contribution housing (approx)

Hornsby 5-10% 250-500
Macquarie Park 10-15% 460-690

Kellyville and Bella Vista 3-8% 620-1,650
Crows Nest 10-15% 325-488
Bankstown 3-10% 375-1,250
Homebush 5-10% 805-1,610

Our position on inclusionary zoning

Inclusionary zoning can only work in specific situations, where it doesn’t harm the feasibility of
projects. Get it right, and inclusionary zoning can add to the stock of social and affordable
housing. Get it wrong, and it can stop housing from being built or make housing in the
surrounding development unaffordabie.

If inclusionary zoning could be made to work, it would be in specific precincts where
development potential is being dramatically increased, or government is supplying the land, and
only where it's applied to new developments, not projects already in the pipeline.

Contributions not viable

In the present market conditions, these contribution rates are not economically feasible and
will severely restrict the development capability of each of these precincts. We note the
Department has not produced any economic modelling to justify the determination of these
rates, and in the absence of this material it is difficult to help identify where in the rationale
underpinning the contributions the government has erred.

In June this year we launched our research report, Release the Pressure. The report identifies
that infill development in the Central River City and Western Parkland City is no longer
economically feasibte because the development margin between costs and anticipated sale
prices create an unacceptable risk for lenders.

The report identified increased construction costs, the new Housing and Productivity
Contribution (in effect from 10ctober 2023) and Sydney Water Development Service Plans{in
effect from 1July 2024) as the key cost drivers placing pressure on feasibility. The inclusion of
new affordable housing contributions creates another cost barrier to the delivery of new
housing.

Without the introduction of affordable housing contributions, development feasibility is already
called into question for the Bankstown, Bella Vista and Kellyville precincts; and at their current
proposed level the affordable housing contributions will place pressure on the development



feasibility of the remaining precincts, particularly those sites which are not presentlyin
government ownership.

Policy options

There are several options available to government to address the impact of affordable housing
contributions on development feasibility. Unfortunately, the government has not provided any
economic modelling to support the case for these contributions and this has constrained the
industry’s capacity to respond to what is proposed..

Across the boord rate reduction

Individual landowners are making submissions regarding the level of inclusionary zoning that
can be feasibly accommodated on their site. These reductions will vary from location to
location given the different price and market conditions and the cumulative impact of special
costs that relate to an individual site.

What is clear is the affordable housing contributions are not affordable in their present form. A
steep, across-the-board reduction in affordable housing contribution rates is the simplest and
fastest way to promote development feasibility while meeting the NSW Government’s ambition
to introduce inclusionary zoning at a larger scale to the Sydney property and development
landscape.

Cash contributions

Each of the proposed affordable housing contribution schemes reguires the dedication of
housing stock, without any option for developers to make a cash contribution where the
delivery of this housing is unworkable.

By way of example, an apartment building of 20 dwellings in the Bankstown TOD precinct under
the proposed rates will incur a 3% affordable housing contribution, requiring the dedication of
0.6 dwellings to a community housing provider.

It is recommended that the option of making a cash contribution in lieu of dedicating stock be
included within all of the affordable housing contribution schemes. Cash contributions are a
critical ingredient for low-rate affordable housing contributions schemes as they provide a
degree of flexibility for the developer in meeting their obligations across a wide range of
development types.

This wilf provide a better outcome for industry where the dedication of stock is impractical, and
enable the community hausing sector te pool funds with a view to consolidating their portfolio
across a smaller number of sites.

Future of the existing height/floorspace bonus

We note the NSW Government has a stated intention of promoting in-perpetuity affordable
housing within from the TOD precincts, to be enabled through the uplift created by the rezoning
of the TOD precincts.

At the present contribution rates and in the present market conditions, the targeted delivery of
affordable housing is unlikely to be achieved.

The likelihood of achieving the desired level of affordable housing is far more likely to be
achieved under the existing infill affordable housing incentive with the affordable housing stock
to be held for a period of 15 years. This is because affordable housing stock under this model



ultimately has an economic vatue which can be realised by the proponent, and this benefit can
be taken into account by finance providers when making a lending decision.

Application area for affordable housing contributions

Our members note the accelerated rezonings tend to apply te smaller catchments within a
defined precinct area. Differences exjst within the exhibition material and draft affordable
housing contribution schemes regarding the application of these contributions.

For the avoidance of doubt, our preference is for affordable housing contributions to apply only
to those areas which have been the subject of significant residential uplift, and not te those
aspects of a precinct which are yet to be rezoned.

Recommendations

1. The draft affordable housing contribution schemes not proceed at their present rates.
2. The affordable housing contributions acrass all precinct locations be reduced to ensure
development is economically feasible and capable of attaining finance in the present

cost and market landscape.

3. The NSW Government give careful consideration to retaining the in-fill affordable
housing bonus as the most effective mechanism for the delivery of affordable housing
within the 5-year National Housing Accord period, particularly in those markets where
inclusionary zoning provisions might not be feasible.

4. Each of the Affordable Housing Contribution Plans be amended to make provision for
cash contributions where the dedication of stock is impractical.
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