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EXECUTIVE SUMMARY

This submission is framed to directly respond to the key questions developed for the Post
Implementation Review on the National Rental Affordability Scheme. Queensland Shelter
has used a variety of consultation processes including participating in both the Brisbane and
Sydney forums on NRAS, consulting with Queensland Shelter networks and other
community sector stakeholders. From this consultation, a number of key issues have
emerged and within this report we include a list of recommendations designed to both
address these concerns and mitigate any negative impacts. Queensland Shelter supports
the principles of increasing the level of affordable housing stock in Australia and believes
that this review will highlight areas to be improved and build a robust program for the
future.

Legislative and Regulatory Framework

One of the key concerns is the uncertainty surrounding the charitable tax concessions and
status for not-for-profit organisations participating in NRAS. This uncertainty surrounding
the legislation is having a negative impact on potential investors in the scheme. This issue
needs to be addressed urgently, there is a risk large schemes in rounds 3 and 4 may not be
promoted due to uncertainty about tax treatment.

Targeting and Support of Potential Investors/Participants

The lack of participation by large investment bodies indicates a limited promotion of the
scheme to large-scale investors in the private sector. Further, indigenous community
housing organisations are also absent within the NRAS applications suggesting a lack of
engagement with this sector. Future rounds of NRAS will need larger investors such as
financial institutions and superannuation funds to meet the requirements of the scheme
and thus meet the demand for affordable housing.

Capacity Constraints — Practicality of Delivering NRAS

Key capacity constraints include lengthy time delays, cost, multiple government application

YR aadasSaaySyd LINRPOSaasSa FyR O2YYdzyAdGe K2dza
negative impact on organisations attempting to secure finance, progress through the
development process and hold projects over. Lack of certainty as to which applications will

be accepted is preventing smaller organisations from utilising the scheme. The cost and

time delays are accentuated by the multiple government application and assessment

processes. These constraints may hinder 2 NAF YA &l A2yaQ oAt AGE (2
and housing schemes, thus constraining the effective delivery of affordable housing.

Application and Assessment Processes — Round One and Two

Concerns shared about the application and assessment processes mirror the capacity
constraints in the delivery of NRAS. In particular, the multiple processes may lead to
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additional time and potential blame-shifting. Additionally, the involvement by the Federal
government in this process is at variance with the COAG outcome-focussed approach.
Without sufficient staff levels or in-house skilled staff, smaller organisations need external
professional staff or consultants to help prepare the applications adding significant cost to
organisations.

Housing is a Human Right

NRAS Monitoring and Compliance

The duplication in the monitoring and assessment processes along with individual reporting
for each dwelling is causing time delays and considerable costs to organisations participating
in NRAS. Simplification and streamlining of these processes is needed.

Links with other Affordable Housing Programs

NRAS offers the possibility to link with a range of existing housing programs. The scope to
link with rent-to-buy schemes and first home saver schemes offers the potential for
individuals and families for home ownership which they previously have not had. However,
this layering of incentives is hindered by strict timelines, costs, and delays.

Outcomes

This may be a new type of investment product however it has not attracted a new type of

investor. Larger financial investors need to be targeted in future rounds, but are not
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reluctance to participate in a scheme which is relatively new with no guarantees of being

extended after 10 years. There was mixed feedback regarding the financial outcomes which

seem to be based on a number of factors including size of organisation, access to equity,

and perceived risk factors.

The inherent shortage of affordable housing stock in Australia can be overcome through the
success of schemes such as NRAS. NRAS is a cost effective and innovative way of inviting
private investors to provide affordable housing stock in Australia, and continue to assist
individuals and families who previously would not have been eligible for assistance.
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RECOMMENDATIONS

Legislative and Regulatory Framework

e Queensland Shelter supports the views of Community Housing Federation of
Australia and recommends that Australian taxation legislation deem the not-for-
profit provision of affordable housing as a charitable purpose activity.

Targeting and Support of potential Investors/Participants

e Queensland Shelter recommends that advertising and marketing guidelines are
developed and included in the NRAS legislation or funding agreement. This will
protect potential investors and the integrity of the NRAS programme.

e Queensland Shelter recommends that a recognisable and well respected panel of
people be appointed to liaise with larger financial institutions to ensure the full
benefits of the scheme are adequately portrayed and promoted.

e Queensland Shelter recommends that future rounds have an ability to target
demographic groups such as seniors housing, Aboriginal and Torres Strait Islander
people.

e Queensland Shelter recommends that indigenous community housing organisations
be included as a specifically targeted group and that there is specific brokerage and
advice for such organisations wanting to participate in NRAS.

Capacity Constraints — Practicality of Delivering NRAS

e Queensland Shelter recommends that the multiple assessment process be
streamlined to mitigate further costs and time delays in the delivery of NRAS.

e Queensland Shelter recommends that there be brokerage funding for smaller
organisations to encourage and facilitate NRAS participation.

e Queensland Shelter recommends that the title process in Queensland be amended
so that Queensland community housing providers can gain title, to at least a
proportion of properties they currently manage, to build a capital base.

Application and Assessment Processes —Round One and Two
e Queensland Shelter recommends that the application and assessment processes be

streamlined and that States and Territories should be able to make the decisions of
accepting or denying applications.
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e For national projects and applications, we recommend that there be an independent
panel convened to make the assessment.

Housing is a Human Right

NRAS Monitoring and Compliance

e Queensland Shelter recommends that the State and Federal government develop a
common reporting tool requiring organisations to submit once reducing compliance
administrative procedures.

e Queensland Shelter recommends that for organisations that have large NRAS
portfolios, particularly in excess of 1000, a group reporting tool is developed.

Links with other Affordable Housing Programs

e Queensland Shelter recommends that the multiple processes be streamlined to
mitigate the lengthy time delays which are currently hindering investors from taking
advantage of a number of housing schemes at the same time.

e Queensland Shelter recommends that NRAS be structured in a way to better allow
for individuals or families in the housing to participate in a rent-to-buy scheme.

e Queensland Shelter recommends that delays caused by approval processes should
be reflected in the delivery timeframes.

Outcomes

e Queensland Shelter recommends that NRAS needs to be further promoted to large-
scale investors and superannuation funds. This is necessary especially as phase
three of round three has a minimum of 1000 dwellings.

e Large-scale investors must be specifically targeted due to the cost which would be
involved.

e Queensland Shelter strongly recommends that NRAS continues post 2012 with a

further 50,000 properties.
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Introduction
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Implementation Review. Q Shelter is a Peak NGO committed to working towards a fairer and more

just housing system. We provide an independent voice on housing rights and provide a link between

government and the community through consultation, research and policy advice. We are

committed to improving housing access for all Queenslanders. Within this, our funding mandate and

the social justice framework in which we work puts particular focus on the interests of low and

moderate income housing consumers and others who struggle to meet their housing needs in

Queensland.

Our members are both individuals and community organisations across the State. Q Shelter

currently has a total of 18 active branches that are formed either around a geographical area, or

represent specific housing needs. The special interest branches include the Seniors Branch, the
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Asylum Seekers, Refugees and Migrants).

To develop this submission Q Shelter attended the forums in Brisbane and Sydney, and consulted
with a range of our branches and with key people in our networks who have directly participated in
NRAS. The views expressed in this submission are those of Q Shelter as an organisation and do not
necessarily represent those of the organisations consulted.
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Legislative and Regulatory Framework

1. Does the legislative and regulatory framework provide sufficient guidance and support to
NRAS administrators, applicants, participants and operations?

Charitable Tax Concessions

e The major concern that was communicated through the NRAS feedback forum is the
pending expiration of the charitable tax concessions in June 2010. The expiration of
the concessions will undermine the scheme and put its future success at risk.

o Charitable status tax concessions are crucial to assist investors engage in the
affordable housing space and the use of this charitable status remains a concern for
them.

e Uncertainty surrounding the legislation has had a negative impact on potential
investors and is preventing their application in the third round of NRAS and
participation by potential investors.

Recommendation:

e Queensland Shelter supports the views of Community Housing Federation of
Australia and recommends that Australian taxation legislation deem the not-for-
profit provision of affordable housing as a charitable purpose activity.

Targeting and Support of Potential Investors/Participants
2. Is NRAS attracting the appropriate mix of applicants?
Current Applicants and Investors

e There has been a higher than expected uptake of NRAS by not for profit
organisations, and a significantly lower than expected uptake by private investors.

e This indicates that there has been limited promotion of the scheme within the
private sector and to large-scale investors.

e |t is apparent from the lack of engagement in the NRAS process that indigenous
community housing organisations have not been specifically targeted or encouraged
to be a part of this process.

e Evidence suggests that NRAS has been attracting many investors who would
traditionally be involved in residential investment, and are being drawn to the
scheme due to tax advantages in providing affordable housing products.

e Current marketing campaigns for 82 YS b w! { aOKSYSa I ffdzRS
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approval. These practices have the potential to negatively impact NRAS.
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Future Rounds

e The third phase of round three of NRAS, seeking applications for 1000 or more
dwellings highlights the need for larger investors such as superannuation funds and
financial institutions.

o While clearly the intention is to attract large investors, Queensland Shelter does not
believe that this market has been adequately targeted and interest levels are at risk
of not accurately reflecting demand for the scheme.

e Being a long-term scheme, it is important that NRAS is promoted to larger investors
and to set a successful precedent of a scheme aimed at increasing affordable
housing stock.

Recommendation:

e Queensland Shelter recommends that advertising and marketing guidelines are
developed and included in the NRAS legislation or funding agreement. This will
protect potential investors and the integrity of the NRAS programme.

¢ Queensland Shelter recommends that a recognisable and well respected panel of
people be appointed to liaise with larger financial institutions to ensure the full
benefits of the scheme are adequately portrayed and promoted.

e Queensland Shelter recommends that future rounds have an ability to target
demographic groups such as seniors housing, Aboriginal and Torres Strait Islander
people.

e Queensland Shelter recommends that indigenous community housing
organisations be included as a specifically targeted group and that there is specific
brokerage and advice for such organisations wanting to participate in NRAS.

Capacity Constraints z Practicality of D elivering NRAS

3. What constraints, if any, can you identify which affect your ability to either apply for or
deliver NRAS. Eg, timely construction of dwellings, availability of appropriate levels of
finance, tenancy management, etc

Lengthy Time Delays

e Reports of the significant delays in receiving confirmation for whether applications
have been accepted have been identified as significant constraints in the delivery of
NRAS.

e Organisations report lengthy delays between lodging their applications and an
official funding agreement. A verbal agreement is not sufficient to secure finance,
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progress through the development assessment process, or guarantee the ability to

Housing is a Human Right

hold projects over six months.
e These considerable delays are a significant barrier in the effective delivery of NRAS
and are preventing many organisations from participating in the scheme.

Cost

e The cost involved with lodging an application for the incentive has been a significant
barrier, particularly for smaller not for profit organisations.

e Asthere is no guarantee or certainty as to which applications will be accepted, many
smaller organisations have been dissuaded and prevented from applying for NRAS
simply because the cost is too great for the labour, professional fees, and the holding
costs of property.

Multiple Government Application and Assessment Process

e The process of having to gain approval from different levels of Government is also a
significant barrier for the smaller organisations and is seen as a major constraint in
the timely delivery of NRAS.

e In projects which are using layering of incentives, the dual and even treble
application and assessment process means that meeting tight timelines insisted by
Federal government under the Economic Stimulus will be extremely difficult and in
some cases impossible.

Lack of title

e Queensland community housing providers do not hold title to their properties and
this is a constraint for many participating in NRAS as they are finding it difficult
without the equity or security to secure a loan.

Recommendation:

e Queensland Shelter recommends that the multiple assessment process be
streamlined to mitigate further costs and time delays in the delivery of NRAS.

e Queensland Shelter recommends that there be brokerage funding for smaller
organisations to encourage and facilitate NRAS participation.

e Queensland Shelter recommends that the title process in Queensland be amended
so that Queensland community housing providers can gain title, to at least a
proportion of properties they currently manage, to build a capital base.
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Application and Assessment Processez Rounds One and Two

4. This section seeks comment on the NRAS application and assessment processes which
have been undertaken to date, including Application documentation (Application Form,
Application Guidelines, NRAS Guidelines); Application processes by Commonwealth and
State/Territory Governments and interaction with FaHCSIA and State/Territory
government agencies.

Multiple Government Application and Assessment Process

e As previously discussed, the multiple application and assessment process involving
the Commonwealth and State/Territory Governments has been cumbersome and
caused significant delays. This has contributed to the hesitance by some developers
and investors to participate in the scheme. The delays directly affect the viability
and delivery of NRAS.

e The time delay in applications being approved has in some cases led developers to
feel that it is more profitable to sell the property than to wait. These unpredictable
timeframes have in many cases resulted in unacceptable holding costs which are
putting the scheme further in jeopardy.

e The multiple application and assessment processes have the potential to lead to
Wo f 8 K& Fhetlvebrdt®e State and Federal governments, where it has been
extremely difficult for applicants to ascertain who has the authority over which
decisions, which has resulted in further time delays.

e As a result, tight timelines under the economic stimulus and various other housing
schemes are at risk of not being met, in turn meaning there is an inability to hold
over and supply projects.

Time delay and Cost

e As referred to above, the application process itself is extremely expensive in
particular for smaller organisations where it is necessary to receive outside help
from consultants to navigate the process. Without sufficient staff levels or in-house
skilled staff, smaller organisations need external professional staff or consultants to
prepare the applications adding significant cost to organisations.

Commonwealth government involvement

e The high degree of involvement which the Commonwealth government wishes to
have in the application process is inconsistent with the COAG outcome focussed
approach.

e To avoid duplication and streamline the application process, the assessment should
be determined by the area the application covers.
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Recommendation:

o Queensland Shelter recommends that the application and assessment processes be
streamlined and that States and Territories should be able to make the decisions of
accepting or denying applications.

e For national projects and applications, we recommend that there be an
independent panel convened to make the assessment.

NRAS Monitoring and Compliance

5. If you are an NRAS approved participant, do you have any comment on the type and level
of information which is sought under the NRAS Commonwealth/State/Territory
monitoring and compliance arrangements, including FOFMS?

Duplication in monitoring and assessment

e Monitoring requires reporting to both State and Federal governments.

e To date FaHCSIA has its reporting system already in place and the Queensland State
government is in the process of developing theirs.

e This duplication is further exacerbated by each dwelling requiring individual
reporting. The cost and time which is then involved for organisations which have a
large number of properties within their portfolio is significant when they have to
report to two levels of government.

Recommendation

o Queensland Shelter recommends that the State and Federal government develop a
common reporting tool requiring organisations to submit once reducing
compliance administrative procedures.

e Queensland Shelter recommends that for organisations that have large NRAS
portfolios, particularly in excess of 1000, a group reporting tool is developed.

Links with other Affordable Housing programs

6. Do you have any comment about how NRAS and other housing programs/schemes link
to provide affordable housing?

Linking with home saver accounts and rent-to-buy schemes

e There is potential for NRAS to be linked with other housing schemes to provide
affordable housing and this has been recognised and identified by a number of
potential and existing investors.

Queensland Shelter submission on the
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e By allowing and ensuring that a number of the NRAS property tenants have a

Housing is a Human Right

moderate income will act as an incentive and encouragement for people to continue
to do well, rather than making them feel as though they must potentially under-
achieve to stay in the properties.

e The scope available for NRAS being linked with other housing programs and schemes
also indicates the need for and benefit of having more assistance available at the
beginning to broker deals and help investors take advantage of a number of schemes
when providing affordable housing.

e The possibility of linking NRAS with schemes such as, the Housing Affordability Fund,
the first home saver scheme, the Nation Building and Jobs Program and rent-to-buy
or shared equity schemes may contribute to leveraging greater provision of
affordable housing.

e For tenants in NRAS properties, which may after a number of years become ineligible
due to pay rises above the allowed 25% increase, a scheme such as rent-to-buy being
available for them would have significant advantages. The tenants would have a
level of income which would allow them to afford to buy, at least a share of, their
own properties.

e Structuring a scheme such as this into the NRAS scheme for eligible individuals and
families may also be beneficial as it ensures that there is a greater mix of tenants
living in the properties.

e The benefits of ensuring there is a greater mix of families and individuals in NRAS
properties has been echoed by organisations which have suggested that a certain
percentage of the dwellings should be kept open for moderate income families and
individuals.

Constraints in linking NRAS with other housing schemes

e While there is scope to link NRAS with a number of other programs, in practice, the
considerable time delays and timelines around these schemes make it incredibly
difficult, if not impossible for potential investors and developers to take advantage
of them all.

o Costly delays and confusing multiple assessment and application processes as
referred to above have greatly hindered the success in linking NRAS with other
schemes aimed at the provision of affordable housing.

e When organisations have attempted to link NRAS with other schemes, they face the
challenge that each of the funding bodies requires different information and at
different times, with different due diligence processes, thereby hindering the success
of NRAS.
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e The difficulty in linking various schemes due to significant time delays is also
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organisations are facing the inability to supply affordable housing within government

set timelines.

Recommendation:

e Queensland Shelter recommends that the multiple processes be streamlined to
mitigate the lengthy time delays which are currently hindering investors from
taking advantage of a number of housing schemes at the same time.

e Queensland Shelter recommends that NRAS be structured in a way to better allow
for individuals or families in the housing to participate in a rent-to-buy scheme.

o Queensland Shelter recommends that NRAS be structured in a way to better allow
for individuals or families in the housing to participate in a shared equity scheme.

o Queensland Shelter recommends that delays caused by approval processes should
be reflected in the delivery timeframes.

Outcomes

7. Is NRAS delivering the affordable housing intended in terms of location, rent levels and
affordability, household composition?

Data on location of NRAS properties

e In Queensland NRAS properties are spread across inner, outer and regional areas.
o After reviewing the data we are satisfied that the supply is addressing some of the
demand in the high-need areas.

8. If NRAS is a 'new asset class' for community housing providers and other investors, is it
supporting investment by private investors and not for profit providers?

New Investors

e Evidence suggests that NRAS has been attracting a number of investors who would
normally invest in residential stock. They are not new investors as such, but rather
they are new to investing in affordable housing stock as opposed to regular
residential stock.

e |t has been raised that investing or financing in NRAS is not exactly easy for many as
the majority of financial institutions are reluctant to lend over 75% of the property
value to the NRAS scheme. Therefore, there is the need for investors to have equity
before making the scheme work for them.
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¢ In Queensland community housing providers do not have title to their properties and
as a result, when applying for loans, they have limited security or equity on which to
grow their organisation.

9. Are the potential rates of return sufficiently attractive to NRAS investors (over ten years)
ie, corporate investors; superannuation and other large-scale fund investors; charitable
and other not for profit housing providers; retail investors?

Hindrances for investors participating in NRAS

e In phase three of round three, the minimum number of dwellings for an NRAS
application will be 1000 and it has been identified that it will be necessary to attract
large-scale investors and superannuation funds as the target applicants for this
phase.

e Anissue which arises here with such large-scale investors and superannuation funds
is the WigmaQwhich seems to be attached to affordable dwellings and the tenants
who will reside in them. This YigmaQs a hindrance for many large-scale investors
and superannuation funds participating in NRAS.

e Reported reasons for reluctance to participate in NRAS include b w! ot h¥ing
runs on the board to dateQand furthermore, investment institutions will likely want
longer than a ten year time period before getting involved in the scheme.

Recommendation:

e Queensland Shelter recommends that NRAS needs to be further promoted to
large-scale investors and superannuation funds. This is necessary especially as
phase three of round three has a minimum of 1000 dwellings.

e Large-scale investors must be specifically targeted due to the cost which would be
involved.
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side/effective growth of affordable rental housing?

NRAS impact on growth of affordable housing

e Australia has a history of an inherent shortage of affordable housing stock and
therefore it is imperative that schemes such as NRAS continue to assist in the growth
of affordable housing stock available.

e NRAS is the most cost effective and innovative way of inviting private investors to
provide affordable housing stock to assist individuals and families in Australia who
previously would not have qualified for welfare assistance.
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e There is strong evidence that there is significant demand for these affordable
properties. NRAS will certainly have a positive effect on the effective growth of
affordable housing if many of the issues discussed in this submission are overcome.

e Evidence from organisations confirms that NRAS has already greatly added to the

Housing is a Human Right

affordable housing stock available which has meant that there are now affordable
dwellings available.

Recommendation:

e Queensland Shelter strongly recommends that NRAS continues post 2012 with a
further 50,000 properties.

11. Does NRAS meet your financial outcomes expectations?
Mixed feedback regarding meeting financial outcomes expectations

e We have received mixed feedback as to whether NRAS is meeting investors and
organisations financial outcomes expectations.

e |t seems that one of the reasons why there is mixed feedback is to do with the level
of equity the investor applying for NRAS is entering the scheme with.

e Some organisations have reduced their risk by applying for fewer properties than
they would have otherwise and we estimate that a factor affecting the financial
outcome of participating in NRAS.

e Other factors raised were the uncertainty of the tax status, the length of time the
scheme will run, cost of land and the future of interest rates.
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