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Inquiry into Homelessness in Victoria
Mr Robert Pradolin
Organisation Name:Housing All Australians Ltd
Your position or role: Founder and Director

SURVEY QUESTIONS
Drag the statements below to reorder them. In order of priority, please rank the themes you believe
are most important for this inquiry into homelessness to consider::
Housing affordability,Public housing,Rough sleeping,Services,Indigenous people,Family violence,Mental
health,Employment
What best describes your interest in our Inquiry? (select all that apply) :
An advocacy body ,Working in Homelessness services ,Concerned citizen

Are there any additional themes we should consider?

YOUR SUBMISSION
Submission:

Do you have any additional comments or suggestions?:

FILE ATTACHMENTS
File1: 5e27b20970d27-20200120 HAA Submission to the Parliamentary Inquiry into Homelessness.pdf
File2: 5e27b20974326-Attachment 4 - HAAs Housing Model.pdf
File3:
Signature:
Robert Pradolin
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Submission to the Parliamentary Inquiry into Homelessness
From: Housing All Australians Ltd
Date: 20 January 2020
Contact:

1.

Robert Pradolin
Founder and Director
Housing All Australians
Mobile:
Email
Website: www.housingallaustralians.org.au

Introduction to Housing All Australians
Housing All Australians (HAA) is a private sector for purpose organisation and registered charity
with a single focus on increasing access to affordable housing. It was founded in 2019 by
property executive Rob Pradolin. HAA believes it is in Australia’s long-term economic interest
to provide housing for all its people: rich or poor. Just like the provision of roads, schools and
hospitals, safe, affordable and stable housing is a necessity for every Australian to be productive
and be able to contribute to society.
HAA’s mission is to harness the skills and capacity of the private sector to collaborate with
private and public sector industry to address, at scale, the chronic shortage of low-income
affordable housing. See our One Page Strategy – (Attachment 1). Housing for all Australians is
fundamental economic infrastructure that is necessary to build a successful and prosperous
economy and avoid an intergenerational time bomb.
HAA’s definition of Affordable Housing is the provision of housing assistance to those
Australians who cannot afford the cost of housing from their own resources which would give
them a modest standard of living in the Australian community.

2.

Housing All Australians response to the Parliamentary Inquiry into Homelessness.
HAA supports the Parliamentary Inquiry into Homelessness, where the Legal and Social Issues
Committee will inquire into, consider and report, within 12 months, on the growing state of
homelessness in Victoria, and address the following:
1. provide an independent analysis of the changing scale and nature of homelessness across
Victoria;
2. investigate the many social, economic and policy factors that impact on homelessness; and
3. identify policies and practices from all levels of government that have a bearing on delivering

services to the homeless

2 of 44

LC LSIC Inquiry into Homelessness
Submission 170

HAA’s submission seeks to contribute specifically to the Terms of Reference Items 2 & 3.

ITEM 2: Investigate the many social, economic and policy factors that impact on
homelessness;
As this submission will demonstrate, the factor influencing the level of homelessness in Victoria, and
its capital cities, is a result of a significant shortage of the available supply of affordable rental housing.
While the formation of HAA was founded on a lack of any expectation that government will take the
appropriate steps to implement a long term strategy to solve homelessness, we are willing and
committed to work with all levels of government, nationally, state and local if they are serious to
explore, at scale, ways to address this critical infrastructure shortfall.
Unless we create a significant, at scale, supply of non-market, rental housing, then homelessness
will continue to escalate.
This submission does not dismiss the need for greater service planning of homeless services and crisis
accommodation. However, the housing continuum requires multiple responses. Part of the response
is to address the available supply of affordable private rental housing to alleviate the cascading
effect of the undersupply.

Housing System and the Homelessness Challenge
The Australian Housing Urban Research Institute (AHURI), a national research institute dedicated
exclusively to housing, homelessness and urban research, has published research to explore the
current issues and complexities of homelessness in Australia. In a recent publication, ‘The Changing
Geography of Homelessness, a spatial analysis from 2001 to 2016’, AHURI reports, homelessness on a
per capita basis remains highest in very remote areas and is becoming more dispersed nationally with
concentrations in major cities growing over time, particularly in the most populous states (NSW and
Victoria). By 2016 capital cities accounted for just under two-thirds of all homelessness nationally.
Homelessness is rising in areas where there is a shortage of affordable private rental housing and
higher median rents. This rise is most acute in capital city areas, specifically, Sydney, Hobart, Perth
and Melbourne.
AHURI research statistically demonstrates there is a strong correlation between the available supply
of affordable private rental housing and the rates of homelessness experienced in capital cities and
regional areas.
Without support for alternative housing models to increase the supply of affordable private rental
housing, this trend of rising homelessness rates will continue. AHURI estimates the current additional
housing need in Australia to be 1.3 million households (just under 14% of households) which is
estimated to rise to 1.7 million households by 2025.
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How Housing All Australians can contribute to addressing homelessness with government
HAA’s primary objective is to move the public conversation on public, social and affordable housing
away from the traditional “housing” discussion, towards one which reflects its true economic impact
to Australian society. We recommend its reclassification as economic infrastructure; just like roads,
schools or hospitals.
No one can deny that shelter is not a fundamental human need. And without that need being met,
there are resulting unintended consequences to humans in the areas of mental and physical heath,
family violence, policing, justice and ultimately welfare dependency. For an Australia that prides
itself on values of fairness and equity, the consequences of homelessness have economic impacts,
and these impacts needs to be recognised, quantified and commercial investment decisions made
accordingly.
To achieve this, HAA believes it is important to establish the business logic behind advocating for a
significant, and at scale, investment in more public, social and affordable housing. One of our 4
pillars is to commission a study into the “Long-term costs of not building sufficient social and
affordable housing to accommodate all Australians”. HAA has engaged Australian Housing & Urban
Research Institute (AHURI) to undertake the above study, the costs of which will been underwritten
by corporate Australia. The results of the study will be available for public release in the second half
of 2020.
The outcomes and discussions around studies like the one mentioned above take time for the public
to digest, debate and ultimately influence policy. Given the rising level of homelessness and housing
stress that is currently both visible and invisible, this is time we do not have.
In Los Angeles, and other American cities, the level of visible homelessness is extraordinary. At one
point in time, there was no homelessness in Los Angeles. It has been allowed to happen, gradually,
over a long period of time, society became desensitised. It is only when visitors arrive and are
confronted with the reality of the problem, that the scale of the issue is recognised.
HAA does not want Australians, in the future, to wake up one day and also say “How did we allow this
to happen”. We must act now. HAA has come to the view that we cannot wait for government to solve
homelessness. If change is going to happen, it will be driven by the private sector, and hopefully, with
support from government.

ITEM 3: Identify policies and practices from all levels of government that have a bearing on
delivering services to the homeless.
Pop Up Shelters
As an immediate private sector response, HAA is focusing on existing empty buildings (awaiting
redevelopment approval) as a way to immediately house people. The Pop-Up Shelter concept was
developed in response to a recognition that thousands of buildings across Australian cities stand
vacant while many of our citizens experience homelessness. Often these buildings are idle pending
the outcome of a planning permit for redevelopment of a future use. With the collaboration of an
appropriate housing services support agency, many of these buildings can be repurposed for short
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term shelter and used as crisis or transitional accommodation for people experiencing housing stress.
HAA’s role is to source the necessary project development, management and construction skills
(primarily to be provided by the private sector on a voluntary basis) in order to deliver temporary
housing. See attach a case study on Melbourne first Pop Up Shelter – (Attachment 2)
Pop Up Shelters alone are not a solution. They are purely a short-term response, by the private sector,
to a country with a housing crisis. We must build more housing.
In response to an international ideas challenge from the City of Sydney, HAA were successful in being
selected as one of 7 ideas that would help the city with its housing crisis. As part of a public exhibition
which commences February 2020, HAA have completed a short film which is a call to action for the
private sector (and the public) to support HAA with this endeavour. The short film can be seen the
home page of our website. https://housingallaustralians.org.au/
Using existing infrastructure in the form of empty buildings with their existing showers and toilets,
and having them refurbished by the private sector, through HAA, is a low cost solution in providing
temporary accommodation. This type of short-term use should be encouraged.
Recommendations:
Policies and practices from all levels of government that can scale the Pop Up Shelter concept are as
follows:
1. That the Victorian Government promote the utilisation of existing empty buildings and
support HAA to scale the Pop Up Shelter concept. It could actively help identify buildings,
remove red tape and encourage the private sector to participate in providing their skills, on a
pro bono basis, through HAA. This will not have any impact on government funds. Rather it
would highlight, lead and claim the Pop Up Shelter concept as a Victorian innovation.
2. To encourage appropriate vacant buildings to be made available for short term
accommodation, the State government could incentivise the private sector by offering, at
the Treasurers discretion, to suspend the payment of land tax to the property owners IF
their building is made available to HAA and IS ABLE to be converted into short term
transitional housing and managed by an appropriate NFP like the YWCA or the Salvation Army.
3.

Victorian government to consider having a requirement that for private companies to be
on future government tenders, they need to demonstrate a level of pro bono activity, as a
previous state government implemented with the legal fraternity. For example, during 2019,
Built was involved in the delivery of 18 crisis accommodation for Melbourne City Mission at
Zero profit and zero overheads. In 2020, Kane Constructions has committed, through HAA,
to refurbish an existing empty building owned by the City of Melbourne, at zero profit and
zero overheads. The approximate value is close to $1 million in forgone profit. In fact, the
entire team of building practitioners involved with this project are donating their time on a
pro bono basis. https://www.melbourne.vic.gov.au/news-and-media/Pages/Melbourneunites-on-World-Homeless-Day.aspx. This type of commitment in helping the broader
community “for free” should be encouraged and acknowledged.
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Creation of an affordable housing model.
As mentioned above, Pop Up Shelters are not a solution. We must build more housing. Ultimately,
governments must mandate inclusion rezoning. However, for this to be done properly, government
MUST give industry a sufficient transition period to factor this additional cost into their feasibility
studies. Without a sufficient time allowance, supply will stop as inclusion rezoning will be a significant
financial impost and make a number of projects unviable.
HAA has consequently developed an affordable housing model called the Permanent Rental
Affordability Development Solution (PRADS). The PRADS model facilitates the provision of affordable
rental housing that is delivered by the private sector as a long term affordable rental housing. It
facilitates a supply of housing that complements the existing public and social housing system. It
increases the supply of housing for that proportion of households that are experiencing rental stress,
and which are not able to be currently accommodated through State provided housing or the
registered housing agencies. It is, in effect, a version of the National Rental Affordability Scheme, but
is facilitated under a different delivery model and locks in affordable housing for life rather than for 10
years under NRAS.
The housing created under the PRADS model, is rented at below market rents, to tenants with incomes
that satisfy the definition of affordable housing under Section 3AB of the Planning and Environment
Act 1987, the “Affordable Housing Income Levels”. This obligation will exist on title for the economic
life of the dwelling.
The developer and councils negotiate, in good faith, the number of dwellings and the percentage
below market rent for which these dwellings can be rented. In Victoria, this obligation is secured via a
Section 173 Agreement for the economic life of the dwelling. The developer can then sell the dwelling
to investors in the private market with the rental encumbrance and an obligation to comply with an
appropriate governance process. Through an approved private sector property manager, or a housing
association, the private investor then rents the dwelling to the target market. As an additional level of
governance, the model also includes the creation of an Affordable Rental Housing Register which
identifies all affordable rental obligations, and this register is audited annually to ensure satisfactory
compliance with the agreed obligations. This model, if scaled up for delivery through voluntary
planning agreements, has the potential to create a significant supply of long-term affordable private
rental housing without the need for any ongoing government subsidy. From a governance perspective,
it will be based on a similar process that currently exists and is used with managing National Rental
Affordability Scheme (NRAS) properties.
As former general Manager for Frasers Property Australia (formally Australand), and the Founder of
Housing All Australians (HAA), in developing the PRADS model, Rob Pradolin has focused on how best
to engage the development community and to align their interests to that of government to achieve
the necessary public policy outcomes and create more affordable housing. PRADS was formulated
based on this concept, recognising that while the public and social housing streams of assistance are
well defined and regulated there are other parts of the housing continuum where the private sector
can play a part to address the shortfall in the available supply of affordable rentals. This, in the long
term, will reduce the cascading effect that is currently occurring, where demand and housing
vulnerability is at risk of rising due to limited supply of affordable rental properties for moderate
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income earners. We will never solve homelessness unless we create a significant supply of non-market
or subsidised housing.

The principles of the PRADS model are supported by a number of key stakeholders and has already
been used by the Century Group in its development of Flinders Bank. As part of this planning
outcome, 20 key worker housing, at 50% of the market rent, was locked in for the economic life of
the dwellings (see Attachment 3). Please see Attachment 4 for more detail on HAA’S housing models
which includes letters of support from Dr. Marcus Spiller - Principle and Partner from SGS
Economics, Margaret Guthrie - Chairperson of the Public Tenants Association, Danni Hunter - Chief
Executive Officer Urban Development Institute of Australia (Victoria) and Andrew Cairns – CEO of
the Community Sector Banking.
In addition, a significant body of work has been done on the model by PWC on behalf of the iMap
councils. While the PWC assessment was undertaken specifically to assess particular scenarios put
forward by iMap, the PRADS model can be used to create affordable housing by in sharing in the uplift
created through a rezoning application or with density bonuses.
The report was released in November 2019 and is attached as Attachment 5.

Recommendations
1.

That the State government work with HAA, and its relevant corporate partners, and explore
the applicability of the PRADS model to deliver affordable housing at scale.

Build-To-Rent
As mentioned previously, we need to build more affordable housing if we are serious about putting a
dent in the growing level of homelessness. Over the last 15 years, as General Manager, I was actively
involved in securing 3 significant market opportunities where the Victorian government offered and
sold land to the private sector, in order to finance and build new social housing. These projects were
a mixture of private and public housing and in total delivered well over 2000 dwellings. The projects
concerned were the Commonwealth Games Village in Parkville, the redevelopment of the Carlton
Housing Estate and a development in Westmeadows.
As a supporter of market driven economy and the efficiencies provided by working with the private
sector, I have always had the view that decisions to sell public land need to be considered with an
intergenerational perspective and in long term value and interest of Australian taxpayers. This is why
the last pillar of the HAA strategy is the development of a Build to Rent (BTR) asset class on leased
government land (not sold) but at a peppercorn rent. The purpose of the peppercorn rent is
economics.
Firstly, we need to reframe social and affordable housing as economic infrastructure, just like roads,
hospitals and schools. By both government and the private sector adopting an infrastructure
approach, the risks and required financial yields can be reduced and, by doing so, private capital can
be mobilised. The scale of the investment needed to properly address the shortfall of social and
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ATTACHMENTS:

1.

HAA Plan on a Page

2.

Pop Up Shelter Case Study

3.

PRADS Model

4.

HAA’s Housing Models

5.

PwC Analysis of the PRADS Model:

https://housingallaustralians.org.au/wp-content/uploads/2019/12/pwc-imap-final-report.pdf

9 of 44

LC LSIC Inquiry into Homelessness
Submission 170

Housing All Australians
Housing All Australians (HAA) is a private sector Not For Profit (NFP) organisation who believes it is
within Australia’s long-term economic interest to provide housing for all its people; rich or poor. Just
like the provision of roads, schools and hospitals, safe, affordable and stable housing is a necessity
for every Australian to be productive and contribute to society.
Australia’s chronic shortage of affordable, social and public housing is set to create an
intergenerational time bomb where the future economic costs of managing the unintended
consequences of homelessness, such as mental and physical health, family violence, policing, justice
and long-term welfare dependency, will explode.
Historically the discussion about the provision of affordable, social and public housing, has been
perceived as a purely social issue championed by charity and not-for-profit organisations.
Housing All Australians was established to facilitate a private sector voice, and reposition the
discussion through a commercial lens and advocate that the provision of housing for all Australians,
rich or poor, is fundamental economic infrastructure upon which to build a successful and
prosperous economy. There is significant economic and social payback for society in the prevention
of the inadvertent consequences arising from the lack of availability of affordable housing.
HAA aims to address this by:
1. Being a vehicle through which the private sector can unite and collaborate to address the
shortage of public, social and affordable housing;
2. Creating new and innovative housing models that unlock private capital to invest in
affordable housing;
3. Taking immediate action by collaborating with Property Owners to re-purpose vacant
buildings for short-term transitional “pop up shelters” and with the involvement of a social
services support agency, create a safe and supportive environment for people in need;
4. Moving the discussion on the provision of public, social and affordable housing from being a
social justice argument to an economic one;
5. Undertaking a strategic marketing campaign to educate the general public on the long-term
economic impact to the Australian economy of not providing housing for all Australians;
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Our Single Mission:
To harness the ability of the private sector
and collaborate to address the chronic
shortage of low income affordable housing

HOUSING ALL AUSTRALIANS
&
THE “POP UP” SHELTER CONCEPT
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The Pop-Up Shelter Concept
The pop-up shelter concept was conceived by property developer, Rob Pradolin, former General
Manager of Frasers Property Australia & Founder of Housing All Australians. While having a cup of
coffee with his daughter opposite Melbourne’s Flinders Street Station, a homeless person was
canvasing tables asking for money to get a bed for the night. A conversation then followed about a
story in the media that week about the Grand Hall above the station having been vacant for over 10
years. Rob couldn’t believe how a space above a Melbourne icon could remain vacant for such a long
time and directly below, people were sleeping rough. He then asked a rhetorical question to his
daughter “I wonder how many buildings in Melbourne are empty?”. The concept aired on the ABC
News in July 2016 (https://youtu.be/mGLfqf642dw) and Housing All Australians and the national
movement of creating “pop up” shelters began.
Thousands of buildings across Australian cities stand vacant while many of our citizens experience
homelessness. Often these buildings are idle pending the outcome of a lengthy and arduous process
of apply for a planning permit for redevelopment of a future use. With the collaboration of an
appropriate social services support agency, these buildings could be re-purposed for short term
shelter and used as crisis or transitional accommodation for people experiencing housing issues.
HAA achieves this with the good will that exists both in the property sector and business in general
and has attracted, and is attracting, value aligned corporates wanting to contribute their skills and
the expertise of their companies, on a voluntary basis. The individuals involved are all volunteers
with extensive networks and experience across property development, management and
construction.
A Case Study – The Lakehouse, Victoria
The Lakehouse was an aged care facility owned by CaSPA Care. It had been vacant for over 2 years as
CaSPA Care had built a new facility close by and the existing property was earmarked for
redevelopment. A commercial lease was negotiated at a peppercorn rent and the YWCA identified as
the preferred social services provider with women over 55 years identified as the best suitable cohort.
The building needed an extensive makeover to make it habitable for residents and a central kitchen
was created to allow the women to prepare their own meals.
Based on an existing relationship, HAA approached Metricon to assist with the building works and
they were happy to get on board. Drawings were prepared, suppliers were contacted, subcontractors
arrived and the works began. Metricon encouraged their staff to participate, where possible, which
included a helping hand with the landscaping. While there were a number of businesses that
contributed to the setup of the Lakehouse, Crowne Plaza, part of the Intercontinental Hotel Group,
donated all of the bedroom furniture from their hotel which was undergoing refurbishment. Guest
Furniture provided new lounge settings valued at over $40,000, making the rundown aged care
facility look like a new motel and the Rotary Club of Albert Park donated the bed linen and made
welcome packs for the women.
This culminated in the launch of Melbourne’s first “pop up shelter” in July 2018 last by the Minister
for Housing and the Governor of Victoria. The Lakehouse is now housing over 30 women over 55
years of age, some of which were previously sleeping in cars or couch surfing.
https://www.linkedin.com/feed/update/urn:li:activity:6429570025702682624/
Other than “doing the right thing, one of the unintended benefits for CaSPA Care was that their
insurance costs for the building reduced as the insurance companies charge a higher premium when
buildings are left empty. It ended up being a win for all parties.
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The Pop-Up Shelter Model - Particulars
Site Assessment

Once a suitable building is identified, HAA representatives will complete
an assessment of the property to scope any works required to warrant
safe occupation and to determine the level of fit-out required for
residential use. HAA will source an appropriately experienced builder,
project manage the refurbishment and all works will be completed at no
cost to the Property Owner.

Agreement

To ensure clarity of roles and responsibilities, a tri-partite Memorandum
of Understanding (MOU) will be implemented which outlines the
responsibilities of HAA, the Support Agency service provider who will
source and manage the residents and the Property Owner. See detailed
responsibilities list below.

Lease

The Property Owner and the Support Agency service provider will enter
into a commercial lease with all the usual terms and conditions.

Term

The longer the better. The preference is for a minimum of 12 months from
completion of works, with 6 month options for extension. This timeframe
will be based on the amount of pro bono contribution required in respect
to any construction and fit-out works needed. The greater the work, the
longer the Lease Term needs to justify the pro bono contribution.

Rent

Peppercorn

Outgoings

The Support Agency service provider will pay all utilities associated with
the direct use of the premises and will also be responsible for all
maintenance within the premises.

Resident
Management

The Support Agency service provider will be responsible for sourcing,
selecting and managing all interim residents 24/7, including providing all
essential support services.
Working with the Property Owner and HAA, the Support Agency
determines the best cohort to suit the particular circumstances and the
local need.

Costs

Risks

The Property Owner will continue to pay all costs normally associated with
a vacant building. Other than this, the HAA Pop-Up Shelter model is based
on the premise that no additional expenditure is required by the Owner.
1. Community or Local Residents Concerns
Community concerns may be mitigated by:
a) housing a low risk cohort e.g. women aged over 50
b) inviting local residents to a community FAQ meeting
c) inviting residents to the launch of the facility
This will be dependent on a number of local issues and is determined on a
case by case basis with the Property Owner.
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2. Where do the Residents go at the end of the Lease?
There is a potential risk for the Property Owner if negative publicity
arises when the pop-up shelter is withdrawn at the end of the Lease.
This risk is mitigated by the Support Agency having a planned
approach on how they will vacate and re-house residents, prior to
lease expiry.
3. Inability to secure funds for Case Worker.
The responsibility of sourcing funding for support services will be the
responsibility of the Support Agency. The level of funding will
determine the cohort able to be housed. If no funding sourced, then
the cohort will be selected for their ability to live with minimal
supervision.
Makegood

Any potential make good is identified from the outset and will form part
of the Lease Agreement. This will be undertaken by the support agency
with assistance from HAA.

Insurance and
Outgoings

In simple terms, the Property Owner continues to pay all fixed costs
associated with the property including insurance and outgoings.
Experience has shown that this could save the property owner money as
insurance firms charge less if the building is occupied than if it is left
vacant.

Responsibilities

Housing All Australians (HAA)


Project Management
HAA will be the over-all Project Manager – inclusive of project
planning, set-up, scoping any required building, securing pro-bono or
funds for building works and securing any occupancy certificates. HAA
will manage communications with all stakeholders (govt, corporate,
community, property owner etc) and ensure that communication
channels are open, transparent and clearly documented. HAA will
ensure that all key players are informed, engaged, understand and
respect each-others speciality and contribution, and will help to iron
out or clarify any project challenges including the development and
monitoring of any agreed time lines.

 Permits
HAA will be responsible to apply for any permits required during the
implementation and use of the “pop up” shelter. This includes any
planning discussions with the state and local government and well as
the any occupancy certificate. HAA will keep the building owner
informed of discussions with the local authority.


Source a Builder / Project Manager
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HAA will source an appropriate private sector builder/project manager
to coordinate and undertake the physical work and achieve any
building permits required. HAA will also tap the private sector to
source furniture and all items needed to furnish the property.


Assist with Lease Negotiation
HAA will assist the Support Agency service provider to negotiate the
lease agreement and will seek pro bono legal services to assist with
legal agreements on behalf of the Support Agency.



Secretariat
Throughout the planning, set-up and implementation, regular project
meetings will be held covering the issues of stakeholder management
and reporting, marketing, communications, construction. HAA will be
responsible for the coordination of meetings, generation of minutes,
and follow up of action items.



Program Services Manager
HAA will work with the support agency to explore opportunities to
secure a dedicated Case Manager who will be embedded within the
property to support the cohort and the case management services
provided during resident admittance and departure.



PR & Marketing
Whilst it should not be the driver for any organisations involvement in
the “pop up shelter” concept, HAA will promote the Pop-Up Shelter
model and acknowledge stakeholders contributing to the success of
the project. This initiative and collaboration is not about egos. It is
about outcomes.

Responsibilities

Support Agency (SA)


Lease & Tenancy
The SA will execute the Lease and abide by the terms and conditions
stipulated, including the payment of any costs which are incurred as a
result of the building being occupied; e.g. water usage. (For clarity, the
PO pays all fixed cost, while the SA agency pays the variable costs)
Once notice is given by the Property Owner to vacate the property,
the SA will, in an orderly manner, relocate all residents in a careful and
considered manner to alternate premises (if available).



Operations & Services
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The SA will focus on the day to day operational aspects of the
property as well as the provision of the case management wrap
around services to assist individual residents.


Funding
The SA will apply to relevant government or philanthropic foundations
for funding and will manage any funds granted for the provision of
case management or wrap around services.

Responsibilities

Property Owner (PO)


The PO agrees to enter into and execute a commercial lease on the
basis of a peppercorn rent for $1 pa.



The PO will continue to pay all fixed outgoings due if the property was
vacant.
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Our Single Mission:
To harness the ability of the private sector
and collaborate to address the chronic
shortage of low income affordable housing

HOUSING ALL AUSTRALIANS
&
THE PRADS MODEL
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Permanent Rental Affordability Development Solution – PRADS

STRATEGIC CONTEXT
In Australia, there is overwhelming evidence of a housing affordability crisis affecting many of our
major and regional cities. The number of households unable to access market provided housing or
requiring some form of housing assistance in the private rental market to avoid rental stress is on the
rise. The Australian Housing Urban Research Institute publication, ‘Modelling housing need in
Australia in 2025’, estimates current housing need in Australia to be 1.3 million households (just under
14% of households) which is estimated to rise to 1.7 million households by 2025. For New South Wales,
this equates to almost 373,000 households, rising to 678,000 by 2025 and in Victoria, housing need is
estimated to rise from 291,000 to 462,000 over the eight-year period.
Many jurisdictions are exploring ways to influence supply through increase in social and affordable
housing investment. In Victoria, the Victorian Government announced $2.6 billion of investment to
respond to the housing affordability crisis. The suite of initiatives was announced under a State led
plan - Homes for Victorians. This plan provided several measures to facilitate outcomes for a range of
housing needs ultimately to make homes more affordable and accessible. Some of these outcomes
include:


Helping people to buy their first home;



Increasing housing supply;



Creating more stable rental market;



Upgrading social housing; and



Improving services for Victorians looking for a home

The plan recognised that the strategy response needs to address many pieces to the puzzle and
requires collaboration from local government, developers and builders, investors, real estate agents,
owners, tenants and not for profit organisations.
The plan demonstrates that there are many parties involved in the provision of affordable housing
and all the levers that can positively affect the supply and increase of affordable housing outcomes is
critical. That is, the housing problem is too big and requires a range of interventions, resources and
partnerships to deliver outcomes.
PRADS was formulated based on this concept, recognising that while the public and social housing
streams of assistance are well defined and regulated there are other parts of the housing continuum
where the private sector can play a part to address the shortfall in the available supply of affordable
rentals. This, in the long term, may reduce the cascading effect that is currently occurring, where
demand and housing vulnerability is at risk of rising due to limited supply of affordable rental
properties for moderate income earners.
PRADS propose a model of affordable rental housing that is delivered by the private sector as a long
term affordable housing rental stream that complements the existing public and social housing
system. It targets a proportion of the households experiencing rental stress that are not currently
housed through State provided housing and the registered housing agencies. It in effect is a
remodelling of NRAs under a different delivery model and bridges on the recent Victorian Government
amendments to the Planning and Environment Act 1985 with the inclusion of a definition on

14
27 of 44

LC LSIC Inquiry into Homelessness
Submission 170

affordable housing and the affirmation of the Section 173 agreement to negotiate affordable housing
outcomes as part of the planning permit.
THE MODEL
Summary
The outcome of this model is the creation of privately owned rental housing, rented at below market
rents, to tenants with incomes that satisfy the definition of affordable housing under Section 3AB of
the Planning and Environment Act 1987, the “Affordable Housing Income Levels”. This obligation will
exist on title for the economic life of the dwelling. The model is deliberately created to assist key
workers and is position within the housing continuum is described in Fig 1.
The developer and councils negotiate, in good faith, the number of dwellings and the percentage
below market rent for which these dwellings can be rented. This obligation will be secured via a
Section 173 Agreement. The developer can then sell the dwelling to investors in the private market
with the rental encumbrance and an obligation to comply with an appropriate governance process.
Through an approved private sector property manager, the private investor then rents the dwelling
to the target market.
As an additional level of governance, the model also includes the creation of an Affordable Rental
Housing Register by the State which identifies all affordable rental obligations, and is randomly
audited annually to ensure satisfactory compliance with the rental condition.
This model, if scaled up for delivery through voluntary planning agreements, has the potential to
create a significant supply of long-term affordable private rental housing without the need for any
ongoing government subsidy. From a governance perspective, it will be based on a similar process
that currently exists and is used with managing National Rental Affordability Scheme (NRAS)
properties.
This model can work for apartment projects and for housing and land subdivisions.
The model
The model is summarised as follows:


Affordable dwellings - a number of affordable dwellings that will be allocated/negotiated to
be provided within a development.



Affordable rent - the affordable dwellings are to be leased to households on low to moderate
incomes, as defined under the Affordable Housing Income Levels, at 80% of market rents for
the economic life of the building. This creates long term affordable private rental housing. This
is purely a rental product. As with student housing, these dwellings will not be available for
owner occupation.



Discounted rent - a valuation will be undertaken by an approved valuer to determine the
market rent from which the agreed discount can be applied. This rental figure will be
conveyed to the private sector property manager and will become the maximum rental which
can be charged. The developer can sell the dwelling to the investor market at a lower value
reflecting the lifetime encumbrance of the reduced rental agreement. The number of
affordable dwellings and the percentage below market rent is a commercial decision for the
developer. The number of affordable dwellings is imposed by a planning permit condition. The
investor will be paying a lower price for the dwelling and they too will view the investment
from a commercial perspective based on the expected rental income and capital growth.

15
28 of 44

LC LSIC Inquiry into Homelessness
Submission 170



Eligible households - have to meet the income tests for very low, low and moderate incomes
as defined under the Affordable Housing Income Levels (as amended from time to time by the
Minister for Housing).



Management Framework / Process - this will involve:
a) Property management - appointment of a qualified property manager of the investor
or developer’s choice. This could either be a private sector real estate agency or a
community housing provider. The property manager needs to understand and agree
to follow specific processes and governance requirements similar to NRAS. The
appointment of a private sector property manager will remove the market perception
(rightly or wrongly) associated with community housing management.
b) Affordable rent levels – the property manager requests from an approved housing
provider (a community housing organisation) the maximum rental to be charged for
the designated dwellings. This will be based on a sworn valuation of market rent which
will then be reduced by the agreed percentage below market rent negotiated with
council. A fee for service will be paid to the community housing provider to conduct
this process.
c) Tenant selection - the property manager reviews each tenancy application based on
income selection criteria as defined under Affordable Housing Income Levels and the
dwelling is then leased to the tenant.
d) Verification - the property manager submits required documentation (incomes and
rents) to the community housing provider to verify affordability compliance. The
housing provider checks documentation and submits it to the State Government (the
relevant department is yet to be determined). This process is currently in place for
NRAS. As a further level of compliance, it is recommended that the State conducts
annual random audits for all tenancies listed on the Affordable Rental Housing
Register to ensure the compliance with the Section 173.
e) Affordable Rental Housing Register - the State Government creates an Affordable
Rental Housing Register (ARHR) to record all affordable housing units that have been
negotiated between councils and developers. The ARHR is important as it records
both the commitments made by developers with councils (which still need to be
delivered) and the affordable housing actually built and tenanted.



Legal mechanism - a section 173 Agreement is registered on title to lock in affordability:
Obligations:
The agreement requires that the dwelling be
a) Rented and not owner occupied
b) Rented for no greater that a specified percentage below market rent
Defaults: If the owner/ developer defaults on the affordability provisions in the section
173 Agreement, the following options are available / to be further investigated to enforce
the provisions:
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1. Increased Affordable Housing supply – Firstly, it increases the certainty for a developer of
negotiating an affordable housing solution with council. Supply is increased as a direct result of a
greater number of affordable discounted rental dwellings being able to be made available,
compared with the reduced number of “whole” dwellings being ‘gifted’ to a registered Housing
Association or Housing Provider (The level of discount rent is negotiable between the developer
and council and can vary somewhere between 80% and 50% of market rent. Each one has a
different cost to the developer. As a comparison, the ‘cost’ to a developer of 1 gifted “whole”
dwelling is effectively the same cost as providing somewhere between 4 - 5 dwellings with a rent
restriction of 80% of market rent for its economic life).
2. Reduced Housing system bottlenecks - It directly targets the source of the problem (the
unaffordable private rental market created by the inability to afford home ownership), providing
an alternative to home ownership and reducing demand for social housing created by increased
rental stress and homelessness.
3. Speed – It has the capacity to establish an agreed, transparent model that addresses the perceived
concerns of the private sector and can be negotiated faster than the alternative of gifting units or
discounting sales to Housing Associations or Housing Providers. It can also facilitate a level of presales by the developer to smaller ‘mum and dad’ investors to perhaps a new category of property
trust. This can accelerate the bank financing for developers. This can result in developers starting
to drive affordable housing outcomes.
4. Multipurpose - It can equally apply to both apartment projects and land subdivisions. With a land
subdivision, the capital subsidy is off the initial land price and therefore the affordable housing
can be made in perpetuity rather than for the economic life of the building.
5. Long Term affordability -It creates effectively perpetually affordable housing for apartments
linked to the economic life of the building and in perpetuity affordable housing for land
subdivisions. This avoids the shortcomings associated with other similar models which defer an
affordability problem to the future, ie:


NRAS, that provided Commonwealth and State subsidies for private affordable rental
housing at 20% below market rent for only 10 years, after which these units revert to
market rents or can be sold.



Regulatory agreements in the USA, which are commonly negotiated between
municipalities and developers under mandatory Inclusionary Zoning planning provisions.
These require developers to maintain affordable rent to designated income cohorts for
periods of between 15 and up to 50 years, after which they revert to market prices or can
be sold.



Labour Opposition affordable housing commitment, involves offering an NRAS type
subsidy being made available for a period of 15 years.

6. Strengthens the current housing provider framework in Victoria particularly with respect to the
social and public housing system and NRAs funded rental arrangements.
7. Market perception and management – using a private rental manager to manage the rental
dwelling avoids the use of a community housing manager which can be a disincentive to
developers. However, the model does involve a relevant authority in the governance process. This
model also:

19
32 of 44

LC LSIC Inquiry into Homelessness
Submission 170



creates a commercial operating return for a private rental manager managing affordable
dwellings for the investors



creates a commercial return to the community housing provider who provides the rental
value governance and oversight.

8. Broader investor market - it provides an investment opportunity that may be more attractive to
small ‘mum and dad’ investors, due to the lower purchase price commensurate with the
discounted rental returns. This seeks to create a new private sector source of investment in
affordable housing, in contrast with the challenges of attracting institutional investment (eg.
superannuation industry), or social housing, which relies on government and/or philanthropic
funding.
BENEFITS TO COUNCILS USING THE PRADS MODEL
Working with progressive local governments, the PRADS model will create the environment to
increase private sector involvement in the delivery of affordable rental housing, through identifying
the incentives that would:
(a) Attract private developers to enter into voluntary planning agreements; and
(b)

Create a market for developers selling discounted rental dwellings, through targeting small
investors who pay a reduced purchase price, based on the discounted rent.

The model’s intended focus is on moderate income households, in contrast with low to very lowincome households that are commonly assisted by the provision, by Government, of social housing.
Incomes will be defined under in accordance with the Affordable Housing Income Levels (as amended
from time to time by the Minister for Housing), and are currently as follows:
Table 1 – Greater Capital City Statistical Area of Melbourne

Single adult
Couple, no dependant
Family (with one or
two parent) and
dependent children

Very low income
range (annual)
Up to $25,220
Up to $37,820
Up to $52,940

Low income range
(annual)
$25,221 to $40,340
$37821 to $60, 520
$52,941 to $84,720

Moderate income
range (annual)
$40,341 to $60,510
$60,521 to $90,770
$84,721 to $127,080

ADDITIONAL INCENTIVES TO DRIVE MORE AFFORDABLE HOUSING
Additional incentives can be offered by local governments, through negotiation, to extend the
number of affordable housing outcomes.
Additional incentives could include the value benefit of:


Incentivised floor area uplift planning controls - where the floor area can be increased
above a specified range and a proportion of the floor area translates into number affordable
housing units (percentage fixed through planning controls) as set out under PRADS model
via a section 173 agreement.
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A greater speed for processing development permit approval - The value benefit of a possible
fast-tracked development approval process for proposals incorporating a component of
affordable housing (eg. within three months, subject to the provision by the applicant of all
information reasonably required by Responsible Authorities for assessment of applications)
could be considered.



An enhanced ‘market’ perception of property management – management via a private
property manager (not community housing provider) will provide the developer more
confidence with the marketing of the development and therefore the “perception” of not
creating a “social housing” estate.



A reduction or waiver of the requirement for car parking spaces – could be allocated to the
affordable housing.



Any associated, existing but underutilised tax arrangements - that could attract investment
by ‘mum and dad’ investors (or institutional investment) in the model of discounted rent for
the economic life of the building, with or without any financial structure. Investigate
implications for packaging the model and a structure with potentially relevant, existing tax
concessions.

FURTHER AREAS TO BE EXPLORED


Private tax ruling 2016 - HomeGround Real Estate
The ruling stated that for the management of private rental flats for investors (with social
housing tenants), investors can claim the difference between social housing rent and assessed
market rent as a tax offset. Does the tax ruling have broader implications for similar other
arrangements, or only if the assets are managed by HomeGround real estate or via
organisations acting as a subsidiary to HomeGround Real Estate?



Federal change to rules for Managed Investment Trusts
Grounds for claiming tax concessions became limited only to affordable housing (and
commercial property) from 1 June 2018. This may help support creation of a new investment
asset class associated with affordable housing.



Any other incentives that provide a sufficient saving to a developer to increase the housing
outcome.
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Independent insight.
5 April 2019

To whom it may concern

PERMANENT RENTAL AFFORDABILITY DEVELOPMENT SOLUTION (PRADS)
SGS has examined the PRADS model and we endorse it as a welcome and innovative way of
sharing the value created through development approvals.
The great strength of the PRADS model is that it minimises transaction and negotiation costs
for the development proponent. It can mobilise a broad spectrum of private investment
capital to meet the substantive cost of providing the affordable housing. The proposal to set
up a central register of PRADS agreements will not only facilitate monitoring and
enforcement, it will help diffuse innovations in affordable housing practice.
SGS advocates for affordable housing requirements of developers to be clearly expressed and
announced well in advance so that proponents can factor these obligations into their
feasibility studies. Ideally, the discounted present value of these obligations should be readily
discoverable by the proponent well in advance of site purchase. The PRADS model could
complement a range of other mechanisms by which this $ value may be delivered to the
community, including ‘gifting’ of social housing units, or transfers at discounted prices. PRADS
is inherently flexible for all parties negotiating how affordable housing will be delivered and is
therefore an efficient option.

Sincerely,

Dr Marcus Spiller
Principal and Partner Convenor, SGS
Adjunct Professor RMIT University
Adjunct Professor UNSW
Associate Professor University of Melbourne

SGS Economics & Planning Pty Ltd
Offices in Canberra, Hobart, Melbourne and Sydney
Phone:
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Our Single Mission:
To harness the ability of the private sector
and collaborate to address the chronic
shortage of low income affordable housing

HOUSING ALL AUSTRALIANS
&
THE PROGRESS PAYMENT SYSTEM
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A Microeconomic reform for Australia
Introduction of progress payment system for midrise construction

OBJECTIVE OF THIS PROPOSAL
The objective of this proposal is to explore a new way to fund mid-rise apartment developments in
Australia. This is done by utilising the funding principles behind the traditional House and Land
Package and applying them to vertical mid-rise apartment buildings. This will ultimately involve
banks becoming comfortable in securing their interest via a charge over the pre-sale contract and a
caveat on the title of the development site. Australian banks have already become accustomed to
lending on a similar basis in Singapore. It’s time to bring this approach to Australia.
OUR CURRENT HOUSING SITUATION
It is an accepted fact that Australia is in the midst of a housing crisis. With rising numbers of
homelessness, and the increasing inability of low to lower income earners to rent or purchase
housing in the private market, we have a dislocation occurring in society that, if left to continue on
its current trajectory, at some point in the future it will lead to civil unrest. Especially concerning is
the increasing proportion of women aged over 55 years of age who are finding themselves
homeless, along with the increasing number of women fleeing domestic violence. We also know that
children under the age of 18 comprise approximately 30% of people who are homeless or currently
on the public housing list. This is a pressing area of need and we must build more public, social and
affordable housing to mitigate the longer-term costs to society.
To produce more housing, Australia needs a paradigm shift in thinking to create new and innovative
models that address the unaffordability that is present throughout the housing continuum. If we
don’t start looking and thinking outside the box, we will never get the perspective we need to get
the answers we don’t have to the questions we don’t know.
It is also widely acknowledged that there is no silver bullet. Consequently, solving our housing crisis
will be made up of a myriad of different concepts and options, all playing their small but significant
part in shifting Australia’s housing market. In this context, we believe that one of the small but
significant steps is to change the way mid-rise apartment buildings are funded through establishing
the need (and illuminating the self-interest path) for regulatory and banking practice changes.
OUTLINE OF A MICROECONOMIC REFORM
Currently in Singapore, a statutory provision exists for progress payments to be made to a builder by
banks funding an individual purchaser during the course of construction of a high-rise building. This
lowers the cost of finance as the purchaser borrows as a mortgagor of residential property (at an
interest rate much lower than the rate for development finance) and on a full recourse basis. Access
to this funding in the early phases of a project, reduces or can remove entirely, the need for the
developer to obtain project finance. This is different to what currently happens in Australia where
the developer secures a development loan from a bank (at a higher cost due to the risks involved
including possible settlement defaults), engages and pays the builder and only receives payment
when the project is complete and titles to the apartments are issued. To the extent that the equity
needed by the developer for a project can be reduced, the requirement to generate a return on that
equity is also reduced.
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By receiving progress payments during construction, development risk is minimised, finance risk is
reduced and interest costs are lowered. This should ultimately lead to cost savings for an end
purchaser. It also protects the purchaser from a negative change in market conditions (and the need
to contribute further equity) as their individual loan is locked in when construction commences. This
avoids the current dilemma facing purchaser’s where, in a declining market, the banks are
requesting additional funds (more equity) to be contributed by the purchaser to make up the
shortfall between the current market value of their purchase and the face price of the original
contract of sale which was executed (with bank approval) years earlier.
THE CURRENT MARKET
As Plato said many years ago, necessity is the mother of invention. The current credit restrictions
imposed by the banks makes the environment ripe to explore alternatives that move the risk
allocation pendulum in a manner that allows funds to start flowing again. The main challenge for the
bank executives in Australia is to shift their thinking to align with their colleagues that do business in
Singapore. We are not suggesting to reinvent the wheel, other than changing the tread to suit
Australian conditions.
Under the Singapore model, the additional risks faced by each individual bank providing a mortgage
to individual purchasers is mitigated by:
•

the developer needing to be registered to carry developer Insurance

•

a requirement for the developer to maintain a specified surplus of assets over liabilities

•
requiring an obligation to be secured under section 7.4 of the Environmental Planning and
Assessment Act 1979 (NSW), which requires that the land be used only for the project
•
setting up a regulatory authority to protect the interest of the purchasers in the event of
failure of the developer
•
requiring the sales prices of the apartments to be backed by a professional valuation
expressed in favour of the purchaser and the mortgagee
•
increasing the deposit paid by the purchaser and allow the mortgagee to require that the
deposit be used first before the mortgagee advances any funds
•
requiring the project account to be maintained with a minimum balance and withdrawals
closely supervised
•
requiring the presale contracts to contain a condition requiring the developer to enforce the
building contract when it comes to defect rectification for a period of 12 months
•

requiring the project account to remain open until all defects are rectified

The above indicates a highly regulated environment with a focus on consumer protection. Yes, it
does involve the government to oversee the process. However it also initiates a requirement for the
registration of suitably qualified developers. This should see the “opportunistic” developers not
being able to qualify to use what we would say would be a highly lucrative funding model. This
should result in a much more professional and consumer focused approach by the qualifying
developers.
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WHY A FOCUS ON MID-RISE?
While this principle of progress payments as briefly described can apply to any multi storey
development, it is well recognised that the market always responds to where self-interest is served.
As the lending conditions have tightened considerably, it could be quite timely to introduce this
option into the market. It is also recommended that a focus be placed on prototyping low scale
buildings, focusing the markets attention on what should be the predominate built form type which
will provide the greatest supply.
IMPACT AT SCALE
Australian banks have lent funds to apartment purchasers in Singapore via their progress payment
regime. The writer is a senior executive of the property industry and has already discussed this
concept with executives from the banking sector in Australia. Significant interest was also shown by
the property sector especially given the current discussion around the withdrawal of major banks
from offering development finance. The public platform offered by being shortlisted as one of the six
finalists in the Sydney Housing Challenge banks could offer the opportunity to engage the broader
community about this new financing option.
The introduction of a regime which facilitates progress payments in vertical midrise construction is a
game changing micro economic reform that will underpin the long-term success of disruptive
models like the Nightingale. A weakness of the model the susceptibility to the inherent risk of
purchaser defaults at settlement, as this risk still sits with the original contracting party. The
additional concerns some banks have on the reduced margin, which is one of the principles of the
model, will be removed as the development risk is significantly mitigated. This will accelerate the
adoption of the model at scale. In fact, discussions with the creators of the Nightingale model
indicate that a reduction in financing costs (and consequent sales price) in the order of $30 - $50,000
on an apartment in Sydney could be possible under this model.
In conclusion, for disruptive models like Nightingale to be successful through property cycles, the
risk needs to be transferred to the purchasers and the purchaser’s financiers by “settlement” having
to have occurred prior to construction commencing. Just like a House and Land package.
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