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1 Introduction
1.1 Welcome

UDIA-NSW welcomes the NSW Government’s Sydney Metropolitan Strategy – Discussion Paper.  UDIA-NSW accepts the argument that Sydney is a competitive city struggling with population pressures and resource constraints.  Accordingly, UDIA-NSW applauds the government in its determination to reconcile urban planning and infrastructure financing. 
UDIA-NSW therefore supports the nine directions contained in the Discussion Paper.  Similarly, the Institute commends initiatives such as urban renewal, the centres policy and integrated public transit.

Industry is a partner in realising the conclusions of the Sydney Metropolitan Strategy.  Implementation will therefore be the focus of this submission.

1.2 Reality Check

The Metropolitan Strategy Ministerial Directions Paper of May 2004 spoke extensively of Sydney as a global city.  Sydney generates 23% of the nation’s value added wealth, accounts for 30% of employment in financial and business services and nearly half of Australia and New Zealand’s top 500 companies are based here
.
Professor Ed Blakely, Chair of the Metropolitan Strategy Reference Panel reinforced those views in his keynote address to the Sydney Futures Forum in May 2004.  “Sydney’s magnificent geography and its tremendous brains places Sydney along with Seoul, San Francisco, Zurich and Toronto as global capitals
.”

Sydney may presently be the economic power house of the southern hemisphere but it was built with the foresight of previous generations and we have reached the limit of that vision.  Metro Strategy seeks to establish a new vision.  It’s a view that UDIA-NSW supports but sadly it is presently without substance.

For a vision to succeed it must foster belief.  Leadership does not demand consensus but faith and the strength to deliver.  The Discussion Paper alone does not provide sufficient confidence to believe that the vision will be realised.
In 2000, Ron Christie delivered his vision for a rail network to service a global city.  It was commissioned after it was clearly evident that Action for Transport 2010 was not going to deliver.  The Long-Term Strategic Plan for Rail presented detailed recommendations on rail infrastructure, rolling stock, patronage growth and multi-modal connections.  The cost of such work was estimated to be in the order of $20 billion
.  After unprecedented rail failure in 2003/04 the NSW Government committed to spending of $1 billion for rail clearways and $1.5 billion for air conditioned train carriages, just 12% of what was originally sought
.
If the NSW Government can’t fix the rail system how can we expect this government to deliver a city?  It is the gap between vision and action that creates disbelief.  On the 1st November not one train ran on time in the afternoon peak.  The UDIA-NSW submission is therefore a reality check for Metro Strategy.
It is no longer a matter of vision or the will to rezone but a question of funding.  The ability to fund and deliver infrastructure is perceived by the industry to be the primary constraint to urban development.  UDIA-NSW’s submission is therefore principally concerned with delivery.  Specifically, UDIA-NSW would like to know how the implementation of Metro Strategy will be funded and managed over its 30 year existence.
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UDIA-NSW believes that the effective implementation of Metro Strategy is dependent on the following three principles.
i. affordable housing choices;

ii. intergenerational and intragenerationally equitable infrastructure financing; and
iii. bi-partisan planning.
UDIA-NSW wants to see the Metropolitan Strategy realised and Sydney retain its place amongst the global cities.  This submission outlines how UDIA-NSW believes it should be achieved.
2 Housing Choices
2.1 Choice

Sydney needs to maintain affordable housing diversity for homeowners.  UDIA-NSW recognises the need to increase densities in selected employment centres.  However, an ordered release of Greenfield land is required to complement the high density living in centres and medium density renewal of the middle ring.

Accordingly, UDIA-NSW foresees considerable potential in greenfield release areas over the next thirty years to address demand for detached housing and integrated estates.
2.2 Lot Production
Englobo land stocks have diminished to historically low levels.  UDIA-NSW contends that one of the fundamental objectives of the Sydney Metropolitan Strategy (Metro Strategy) is to avoid a repetition of the current land supply crisis.

Sydney has historically produced about 8,000 lots per annum (see figure 1.)  This year, the Greater Sydney Metropolitan Area produced only 4,200 lots, about the same as Gold Coast Council in Queensland (approximately 4,000 lots produced in 2003).  This is a lot yield far short of the demands of a growing global city.
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(Figure 1. - Historical Sydney Lot Production 1988-2003)

In the absence of the 2003 MDP book, UDIA-NSW has used the 2000 and 2002 MDP books to compare forecasts with actual lot yields.  DIPNR forecast that production would bottom out in 2002/03 at around 4,000 lots then lift to about 7,300 lots in 2006/07, although, the delays associated with the release of the 2002 MDP Book necessitate that the forecast be adjusted relatively to realise an estimated lot production of 4,000 lots in 2003/04 rising to 6,000 lots in 2006/07
.

UDIA-NSW and its members will have experienced what is believed to be the bottom of the supply curve in 2003/04 and 2004/05.  UDIA-NSW forecasts that supply will rise from 3,500 lots in 2004/05 to 6,000 lots in 2006/07.  This accords with adjusted MDP forecasts but is well beneath the underlying demand that is estimated to be between 8,500 lots per year
 and 12,000 lots per year
.
The differences in the figures arise ostensibly from delays, including those associated with infrastructure provision (Aerodrome, Spring Farm/Elderslie) and delays in rezonings due to local and interagency politics (Balmoral Rd, Riverstone, Yarrunga, Edmondson Park, Menangle and Mt. Gilead).
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Presently only four releases are capable of production, including the Rouse Hill Regional Centre, Second Ponds Creek, Glenfield and Pipeworks@Woodcroft.  The 2002 MDP book forecasts that these releases were likely to add only 700 lots in 2004/05 but even this number is unlikely to be achieved.

Accordingly, while the Sydney Metropolitan Strategy is eagerly anticipated it will not address the short term critical land supply shortage.  The release of the 2003 MDP book and the 2004 MDP supplement will provide further insight into the land supply challenge and illustrate the necessary time to reach lot production levels approaching underlying demand.
It is essential that the Metropolitan Strategy recognise that an appropriate regular supply of greenfield land is fundamental to an affordable, sustainable and equitable city.  Metro Strategy needs to provide a vision for consistent land releases over the next thirty years to avoid a repeat of the current land supply crisis.
Comments

Metro Strategy should clearly recognise that an appropriate regular supply of greenfield land is fundamental to an affordable, sustainable and equitable city.
UDIA-NSW believes that greenfield land production should account for not less than 30% of dwelling demand for the next 30 years.
2.3 Ordered Supply
A steady, ordered supply of developable land is needed to create affordability, maintain industry skill levels and reduce the industry’s exposure to risk.  Difficulties experienced in Baulkham Hills are symptomatic of the effect of disrupted supply chain.
Baulkham Hills (north west sector release) illustrates the typical impact of a disrupted supply of land has on price and affordability (figure 2)
. 
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(Figure 2. – Baulkham Hills Lot Production 1994-2006)

Figure 2 describes:

1. a dip in production in 1995 that causes a slight price rise, which drops back as lot production starts to increase;
2. englobo prices begin to escalate at about 25% pa as vendors (market gardeners etc) compete to better their neighbour’s prices. The prices shown do not reflect the increasingly onerous conditions as vendors drive higher prices in a constrained land supply environment;
3. costs are transferred through to the homebuyer and retail prices soon reflect the englobo price growth;
4. retail and englobo prices rise sharply (2000 onwards) as production rates fall;
5. production rates in this area are only constrained by the availability of land with a wide range of developers active in the area;
6. retail prices premiums are limited to a modest 3-4% because of a mortgagee lending ceiling (homebuyers cannot afford to pay more);
7. margins are seriously compromised exposing the developer to serious risk.
Accordingly, figure 2 describes an event where land shortages artificially drive land prices at a premium cost to the consumer and compromise the financial integrity of developers putting jobs and businesses at risk.
Alternatively, Woodcroft demonstrates the moderating effect of greater control of a controlled land release (figure 3).   
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(Figure 3. - Woodcroft Lot Production 1994-2003)

Figure 3 describes consistent price growth with a final increase as production ends.  The release area is controlled by a single developer. The market perceives a finite supply but has the option of another new release coming on stream within two kilometres as this project ends.  It is offering a similar product in a similar environment.
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Consequently, there are no dips or peaks in production and no price surges, except at the end when supply is seen to be ending.  The price is limited by the capacity of the market to absorb the stock.  Time and uncertainty are under control and the certainty in supply contains prices.  Accordingly, Woodcroft is a supply and regulatory environment that Metro Strategy should seek to emulate.
Comment

The current highly constrained regulatory and englobo land supply environment artificially inflates prices reducing affordability and compromising developers’ margins.
It is common practice (particularly by builders entering the development field) to sacrifice land margin for the sake of accessing supply.  This is a very dangerous practice as it puts the entire industry at risk of a catastrophic collapse should economic conditions alter dramatically.
Metro Strategy should therefore seek to create a land supply environment that provides certainty, transparent timelines and an ordered delivery of zoned land.
2.4 Forecasting

Dwelling supply forecasts are invaluable to the industry as they are for government agencies’ planning and budgetary purposes.  The Government’s Urban Development Program has been tracking and forecasting production since 1981.  In 1997, it introduced the Metropolitan Urban Development Program (MDP) to pick up the infill and redevelopment activity.
The MDP data is sourced from council approvals and verified by Sydney Water and the development industry.  The MDP books were formerly released on an annual basis to inform the government agencies, developers and ancillary organizations such as suppliers.  The industry has therefore become very reliant on the data.

However, the government has not released an MDP book for over three years.  At the time of print, the 2003 MDP book remained unreleased.  If Metro Strategy is to be implemented in a transparent and accountable manner then the MDP data must be integral to that process and be used to monitor the effectiveness of the plan and prompt action to ameliorate adverse results.
Comment

That the 2003 MDP book be released directly to inform the Metro Strategy discussion.

That the MDP book be released annually and disseminated in a transparent and accountable manner to monitor the effectiveness of Metro Strategy and prompt action to ameliorate adverse results. 

2.5 Dwelling hierarchy
UDIA-NSW advocates housing choice.  It is accepted that major nodes such as Chatswood, Parramatta and the Sydney CBD are suitable for high density development.  It is assumed that the government will still allow some low density lots to be developed on the fringe.
However, the application of medium density housing is a matter of continued debate.  Medium density housing has traditionally allowed for 25 to 60 dwellings per hectare and resulted in lots of not greater than 350m2.  Many lots containing single detached dwellings in the North West of Sydney are rapidly approaching such sizes with lot sizes now between 400 m2 and 500 m2 now common.
UDIA-NSW recommends that medium density (25 to 60 dwellings per hectare) be clustered around activity centres such as transit nodes or retail centres.
UDIA-NSW therefore supports a strong hierarchical model that allows high density development in areas such as the seven key metropolitan centres and four regional centres nominated in the Metropolitan Strategy Discussion Paper.  These include Fairfield, Bankstown, Parramatta, Penrith, Blacktown, Campbelltown, Liverpool, Wyong, Gosford, Wollongong and Newcastle.
High density areas would therefore be bordered with medium density with low density housing filling the gaps between the centres.  Within the low density area there would be pockets of medium density to provide housing choice and allow people to remain in the same locale for the long-term.  Medium density would focus on activity centres such as transit nodes as well as those retail areas outside the regional centres.
UDIA-NSW does not support wholesale or random rezoning of existing suburban areas to facilitate medium density development.  Neither does it support a shift toward only medium and high density development on the fringe.  UDIA-NSW supports a strict hierarchical model of dwelling densities to afford housing choice.

Comment

UDIA-NSW supports a strict hierarchical model of dwelling densities to afford housing choice.
UDIA-NSW does not support wholesale or random rezoning of existing suburban areas to facilitate medium density development.  Neither does it support a shift toward only medium and high density development on the fringe.
3 Equitable infrastructure financing
Home occupancy costs in NSW have spiralled largely due to constrained supply and ever increasing taxes and charges.  The NSW Government cannot keep placing the burden for infrastructure provision exclusively on the new homebuyer.
A 2003 model developed by UDIA-NSW using Blacktown and Baulkham Hills developments as case studies revealed that taxes and charges accounted for at least 23% of the cost of a new home (figure 4)
.  Taxes and charges included stamp duty, land tax, RTA fees, s94 contributions, Sydney Water headworks charges, infrastructure levy, LPI fees and GST. 
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(Figure 4. – Home Occupancy Costs – Generic Model)

Since the preparation of the model Integral Energy has reinterpreted its policy.  Previously, developers paid for high voltage and substation costs and were reimbursed by Integral Energy.  However, IPART ruled that significant users must incur the full cost
.  MIRVAC, for example recently incurred HV connection costs at Holsworthy and Woodcroft in excess of $500,000 dollars.  These costs are passed onto the homebuyer and resulted in $857 and $1,023 being added to the cost of the homes in Hammondville and Woodcroft respectively.
Similarly, BASIX has added between $1,000 and $5,000 to the capital cost of a single detached dwelling.  This is expected to be even greater for multi-unit developments.  This presented an opportunity to develop infrastructure rebates or differential rating to reflect the resource savings.  Ongoing water and energy savings realised through lower consumption could be further rewarded through differential, ratings to lower the pay back period on technology installed to achieve those efficiencies.  Furthermore, reduced headwork charges would be expected in line with reduced infrastructure outlays.  The NSW Government has not transferred these savings through to the consumer.  Sydney Water headworks charges continue to rely on models developed over thirty years ago.
It is further evidence of the industry and consumers developing further efficiencies that are not reflected in government charges.  On the contrary, taxes and charges continue to rise.
Private sector contributions have become the accepted way of financing infrastructure provisioning in NSW.  UDIA-NSW is strongly opposed to this as an exclusive funding option.  Private Sector Contributions add to the cost of production, transfer directly to higher market prices, increase GST liability and further erode affordability.  Furthermore, contributions of this type are inequitable as they penalise current homebuyers while allowing existing residents, the wider community and subsequent generations to reap the benefits of improved and new infrastructure, at the expense of new residents.
3.1 Changes in financing
Infrastructure financing in NSW is currently back to front.  Developers and buyers pay for the infrastructure up front and the services and facilities are delivered later, if at all.  UDIA-NSW contends that the opposite arrangement is best practice.

Infrastructure and facilities should be provided up front and paid later through broad based funding and repayments.  Later collection is fairer and it provides opportunity to send price signals to final consumers.  Spending earlier avoids inflation in the value of services which are to be purchased or constructed using the contributions.
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The systems for funding and financing infrastructure in Sydney have evolved over a period of about 40 years.  Over that period funding has shifted from the government to the private sector.  That process took place progressively, dealing first with the privatisation of minor infrastructure and then in the 1990s with the partial privatisation of major infrastructure. The elements required to enable this transition were available and readily employed, notably the financial sector which developed infrastructure investment vehicles that became large by world standards. 

The move by governments toward economic policy that favoured market processes in the delivery of infrastructure has meant that some elements of what were consistent with international best practice are now obsolete or at least warrant reconsideration.  Questions about who should fund (i.e. who pays?) infrastructure are now asked with a view to ensuring that price signals are sent to those who need to respond rather than to primarily meet administrative and legal criteria.

A significant addition to the final price of land is GST, added after all other costs have increased. As record prices for land and houses were generated, so too GST income has risen faster on land than on any other commodity.  Normally, GST income would be expected to rise with total expenditure in the economy on new goods and services, so there has been a windfall to government in land price inflation. 

To overcome these spiralling costs to the homebuyer, sound principles are required to guide the development, fund and finance infrastructure.  These principles should serve market efficiency and equity first and administrative convenience second.

3.2 Financing principles
UDIA-NSW welcomes the attention being given to the provision of infrastructure for Sydney. It is clear that the subject of infrastructure provision and financing has been opened up for discussion and that a search for systems that enable Sydney to compete globally on the basis of efficiency and liveability are core objectives of the Metro Strategy.

Somewhat belatedly, government has recognised that urban management is a whole of government activity that should be approached with the same concern for sound decision-making that should apply to any corporate endeavour.  Infrastructure provision is not simply a free reign of competing interests amongst government agencies and the elected officials, with a few economic and financial benchmarks, but a single system to be managed by principles that allocate resources efficiently and fairly.

The principles to guide development are:

· Early provision to standards that make Sydney a model for urban development in a stable and affluent economy;
· Predictable and efficient strategic planning systems such as might be provided through development corporations; and
· Public and private provision in cooperation, primarily via increased private participation in major infrastructure. This may include public-private partnerships and development agreements.
The principles to guide funding (i.e. who pays?) are:

· Essentially user pays so that the price signals influence market behaviour in ways that lead to efficiency (neither excess nor insufficient provision of infrastructure).  Payment would made on borrowings by the government and costs lowered by private industry efficiency and limits on contributions to avoid exclusive reliance on new homebuyers;
· Marginal cost pricing of infrastructure rather than average cost.  The average cost is considered to be administratively cumbersome while marginal costs are used to more accurately predict expenditure;
· Judicious use of value capture recognising that existing arrangements already involve considerable value capture; and
· Hypothecation of general taxation including GST.
The principles to guide financing

· Debt financing should be used to ensure early provision and avoid erosion of value of funds raised through contributions

· Financing mechanisms that adequately define risk and return should readily attract investment funds, there are insufficient investment opportunities in Australia

3.3 Infrastructure financing models

UDIA-NSW recognises that modern governments are adverse to debt.  Financing from general revenue using borrowed funds was the widespread practice of governments when borrowing costs to government were very low and prior to the growth in influence of global financial markets.

Nevertheless, UDIA-NSW believes that there is some scope for the use of limited long term debt to help finance discrete major infrastructure activities such as heavy and light rail construction.  Similarly, opportunity exists to employ debt financing to ensure early provision and avoid erosion of value of funds raised through contributions.
UDIA-NSW therefore favours three infrastructure financing models:
1. Broad-based funding derived from general taxation (Post-Tax collection), which is collected by government and directed through service authorities;
2. Debt financing repaid through limited and reasonable contributions over the long term;
3. A Pre-Tax Collection Financing approach where tax collections projected to be generated from the development are identified ahead and applied by the developer, in whole or part, directly to pre-determined infrastructure as the development (and occupation) progresses. Then full cost recovery may be provided for expenditure as ‘approved’ infrastructure is constructed.  This can be achieved via GST Business Activity Statements and development certification processes.
Government funding through post-tax collection does not add to the cost of development, increase GST liability or erode affordability.  Further, current homebuyers are not penalised.  However, the post-tax collection approach requires such infrastructure funding to compete directly against other government priorities for funding. 
Political expediency, debt aversion and experience with the NSW rail system suggests that this is unlikely to be applied to support of urban growth in either a timely or integrated manner. 

Debt financing would require the government or proposed development corporations to borrow monies for infrastructure which would be expended on services up-front and repaid at the time of sale through a contributions tax
.
Again collecting later is fairer and provides the opportunity to send price signals to final consumers.  Spending earlier avoids inflation on items which contributions ultimately fund.  This arrangement could be supported by developer agreements that would allow developers to undertake works to provide services as this acknowledges that private industry is generally more efficient at service delivery than public utilities.

Finally, Commonwealth Government cooperation may allow pre-tax collection financing
.  This infrastructure financing approach will operate in four distinct steps:
Step One will involve the undertaking of economic analysis to ensure the new release area generates a positive community benefit, especially after all inputs are costed and all outputs are accurately valued.
These valuations act as the control that would be expected to reflect community values and determine whether a project or release area achieves an economic benefit over an agreed time period (between 10 – 25 years).
In addition, the new release area’s upper limit budget is set by funds generated through taxes.
Step Two in the process will involve the identification of existing infrastructure capacity and the need for new and upgraded infrastructure. Relevant infrastructure could include whatever works, services and other public benefits such as environmental facilities that may be valued by the community.
Agreements would be made between the State Government (on behalf of all relevant state agencies), local councils, and the developer or consortium involved. The agreement would establish a delivery and cost recovery program, as well as the obligations of all parties to the agreement. The obligations would be in relation to approvals, standards, and on-going responsibilities.

More specific agreement detail would ensure infrastructure valuation and the delivery program is prepared for each locality or sub-region in line with demand generated by residents and users, and GST liabilities generated through sales.
Step Three involves the construction phase and the provision of services.
Step Four would enable cost recovery. Cost recovery arrangements would be made through the creation of tax credits against GST Business Activity Statements.  The cost recovery process would see a private certifier valuing work in progress, a Certificate of Financier for the cost of finance, agreed project management charges applied, and certificates and the project management claims submitted as part of the Business Activity Statements generating credit.

UDIA-NSW favours the first option (Broad Based Funding- Post Tax Collection) but notes the reluctance of the State Government to fund urban infrastructure.  The third option while innovative is unlikely to gain support of the Commonwealth Government.  Accordingly, UDIA-NSW recommends that the second option be pursued as the most preferred practicable option (Debt Financing).
Notwithstanding, all three models recognise that too great a burden has been placed on the new homebuyer in NSW and that these costs should be distributed more effectively, efficiently and equitably to improve housing affordability and better integrate infrastructure financing and works into new developments. 
Comment

UDIA-NSW favours three infrastructure financing models:
1. Broad-based Funding derived from general taxation (Post-Tax collection), directed through government service authority or regional and local budget allocations;

2. Debt financing repaid through limited and reasonable contributions over the long term;

3. A Pre-Tax Collection Financing approach where tax collections projected to be generated from the development are identified ahead and applied by the developer, in whole or part, directly to pre-determined infrastructure as the development (and occupation) progresses. Full cost recovery for expenditure as ‘approved’ infrastructure is achieved through the GST Business Activity Statements and development certification processes.

UDIA-NSW favours the first option (Broad Based Funding- Post Tax Collection) but notes the reluctance of the State Government to fund urban infrastructure.  The third option while innovative is unlikely to gain support of the Commonwealth Government.  Accordingly, UDIA-NSW recommends that the second option be pursued as the most preferred practicable option (Debt Financing).

4  Governance
The Sydney Metropolitan Strategy is expected to guide urban growth over the next 30 years.  Certainty is fundamental to both strategic planning and an effective and efficient development industry.

The effort and thought that has been invested in Metro Strategy is too important to jeopardise with periodic policy shifts and changes in government.  UDIA-NSW therefore strongly supports a bi-partisan approach to planning in NSW.

To that end UDIA-NSW recommends that an independent planning authority be established to implement the Sydney Metropolitan Strategy over the next three decades or that an independent audit be undertaken every five years and the findings tabled in parliament to gauge progress.
Comment

UDIA-NSW recommends that an independent planning authority be established to implement the Sydney Metropolitan Strategy over the next three decades or that an independent audit be undertaken every five years and the findings tabled in parliament to gauge progress.
5 Conclusions

In conclusion, UDIA-NSW believes that the effective implementation of Metro Strategy is dependent on the following three principles.

iv. affordable housing choices;

v. intergenerational and intragenerationally equitable infrastructure financing; and

vi. bi-partisan planning.

UDIA-NSW wants to see the Metro Strategy realised and Sydney retain its place amongst those global cities.  This submission outlines how UDIA-NSW believes it should be achieved.

UDIA-NSW has the following comments to offer:
Lot Production

Metro Strategy should clearly recognise that an appropriate regular supply of greenfield land is fundamental to an affordable, sustainable and equitable city.
UDIA-NSW believes that greenfield land production should account for not less than 30% of dwelling demand for the next 30 years.
Ordered Supply

The current highly constrained regulatory and englobo land supply environment artificially inflates prices reducing affordability and compromising developers’ margins.

It is common practice (particularly by builders entering the development field) to sacrifice land margin for the sake of accessing supply.  This is a very dangerous practice as it puts the entire industry at risk of a catastrophic collapse should economic conditions alter dramatically.

Metro Strategy should therefore seek to create a land supply environment that provides certainty, transparent timelines and an ordered delivery of zoned land.
Forecasting

That the 2003 MDP book be released directly to inform the Metro Strategy discussion.

That the MDP book be released annually and disseminated in a transparent and accountable manner to monitor the effectiveness of Metro Strategy and prompt action to ameliorate adverse results. 

Dwelling hierarchy

UDIA-NSW supports a strict hierarchical model of dwelling densities to afford housing choice.
UDIA-NSW does not support wholesale or random rezoning of existing suburban areas to facilitate medium density development.  Neither does it support a shift toward only medium and high density development on the fringe

Infrastructure financing models

UDIA-NSW favours three infrastructure financing models:
1. Broad-based Funding derived from general taxation (Post-Tax collection), directed through government service authority or regional and local budget allocations;

2. Debt financing repaid through limited and reasonable contributions over the long term;

3. A Pre-Tax Collection Financing approach where tax collections projected to be generated from the development are identified ahead and applied by the developer, in whole or part, directly to pre-determined infrastructure as the development (and occupation) progresses. Full cost recovery for expenditure as ‘approved’ infrastructure is achieved through the GST Business Activity Statements and development certification processes.

UDIA-NSW favours the first option (Broad Based Funding- Post Tax Collection) but notes the reluctance of the State Government to fund urban infrastructure.  The third option while innovative is unlikely to gain support of the Commonwealth Government.  Accordingly, UDIA-NSW recommends that the second option be pursued as the most preferred practicable option (Debt Financing).

Governance
UDIA-NSW recommends that an independent planning authority be established to implement the Sydney Metropolitan Strategy over the next three decades or that an independent audit be undertaken every five years and the findings tabled in parliament to gauge progress.
In conclusion, while UDIA-NSW would like to see considerably more detail regarding the implementation of the Sydney Metropolitan Strategy, it believes that the framework presented in the Discussion Paper is a suitable foundation that will encourage innovation and investment in this global city provided sufficient certainty is assured.

6 UDIA-NSW

6.1 Who We Are

The Urban Development Institute of Australia (UDIA) is Australia’s peak representative body for all segments of the urban development industry. 

Our mission is to promote innovation and best practice for sustainable environments and communities. 
The UDIA was established in New South Wales in 1963 and operates as a non-profit institute for the benefit of its member’s throughout Australia, with divisions in New South Wales, Queensland, South Australia, Victoria and Western Australia. 

UDIA NSW is a progressive organisation driven by its members. Our President, Council, Chapters and Committees, Executive Director and staff ensure that we give members and sponsors maximum value for their investment.

UDIA-NSW’s goals are to:

· Promote high standards for the urban development industry 

· Promote respect for the inherited and natural environment while creating quality, dynamic built environments 

· Ensure the skills which make up the membership of the Institute will be applied to principles of good planning, efficient land utilisation and sustainability of resources for future generations 

· Institute a continuing education and research program to support and assist the industry and for the benefit of others associated with urban development 

· Promote greater understanding in the community on the role and achievements of the urban development industry 
6.2 What We Do

UDIA-NSW engages in a range of activities which include:

· Advocacy - Lobbying government so that urban development can be undertaken positively and creatively for the widest benefit 

· Learning - Keeping members and others up to date on critical industry issues and best practice through seminars, conferences and communications. Our regular UDIA journal, The Developers Digest, is a quality publication for those serious about their business and profession. We also communicate the latest news and views through our e-newsletter, The Developers Update 

· Innovation - Encouraging innovation and excellence through the annual UDIA NSW Awards for Excellence and giving exposure to the best in contemporary development throughout the year 

· Better Business – Providing opportunities for business networking and learning. The UDIA NSW programme includes a full calendar of events with technical seminars, site visits and business luncheons as well as our annual State Conference and the year's climax event, the annual Awards for Excellence Gala

“At the present we see the situation existing whereby the Minister has released land in 1969 for urban development and to this date not a block has been developed or made available for sale…”


Allen Vogan President Institute of Real Estate 1971





“In the case of supply of water and sewerage services, the developer is obliged to pay for services outside the development, making it a charge on the subdivision…


…this makes the lot owners of one generation pay for services which will last for the next 70-100 years.”


The Developer – January 1963





“To my way of thinking, the problem of the high price of land has not been approached in a positive manner in the State, and the longer it is delayed, the more difficult it will become.”


Allen Vogan President Institute of Real Estate 1971





“Sydney land prices are unwarrantedly high, and, from the viewpoint of the modest income homeseekers, are near disaster levels.”


AS Tyler Report on the Priced of Land 1973
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DCM June 03

		Cost of Developing Land and Housing										GENERIC MODEL

														RSB		10-Sep-03

		ASSUMPTIONS:		Land Developer buys 3 years before DA, Sells to Family who Contract a Builder for a modest home.

		Assumptions & costs				Holding Time For Rezoning/DA		3		years				Stamp Duty on Mortgage:		0.4%

		based on Blacktown				Holding Time For Development Costs		8		months		Land Tax:		1.6%

		and Baulkham Hills				Interest Rate		8.0%				Rates:		2.5		cents/$

		Assumes Land Parcel				RHDA RTA Levy:		$   33,000		per resd ha

		2<Parcel<20 ha				GROSS DENSITY LOTS / Ha:		15.0				At a raw land price of:		$   1,200,000		per ha ex GST

		Includes Infrastructure				Approx Ave Lot Size m2:		500				equivalent to:		$   485,614		per ac

		Levy				Dwelling incl Fce,Dwy, Turf		220		m2		Home Owner Equity (%):				40%

						@ $/m2		$   700.00		ex GST & Mark-Up

						Sales Rate: Sold Out with :		6		months exposure of Constn Costs

		SUMMARY		GST		42,109

				Home Establishment Costs		22,000		Furnishings

				Dwelling Package		154,000		ex GST & M-Up

				Builder Mark-up		23,100

				Selling Costs-Land		9,134				Take-Out Amounts - Private Sector

				Holding Costs		9,462		ex Land Tax				Bank Fees & Charges		27,235

				Risk Mark-Up: Land		44,179						Land Developer Risk Margin		44,179

				Finance Costs		25,835						Builder Risk Margin		23,100

				Fees & Contributions		58,428		Incl RTA,S94,IL				TOTAL Private Sector		94,515

				Development Works		42,500		Incl Cons

				Acquisition		94,588		ex SD

				Stamp Duty, Land Tax		22,731

								Check

				TOTAL COST OF OCCUPANCY		$   548,066		548,066

		Take-Out Amounts - Public Sector

		Federal GST		State SD, SWC, IL,RTA		Council Fees

		Taxes		Taxes & Fees		Incl S94		TOTAL

		$   42,109		$   51,569		$   29,540		$   123,218

						EX:  RTA, I L, S94 & S73		$   68,129

		Category		Item				$ per Lot		% of Land		% Total

		Acquisition

				Land  (Assumes % Useable)		85%		94,118

				GST (Margin 30/6/2000 @: )		0.4		3,422

				Stamp Duty				5,176

				Acqn Costs				471

								103,187		32.2%		18.8%

		Rezoning/Planning

				Survey & Mapping

				Contamination & Geotechnical

				Archeology & Heritage

				Flora, Fauna & Biodiversity

				Hydrology, Salinity & Drainage

				Bush Fire Planning

				Economic Appraisal

				Site Assessment/Land Capability

				Transport & Site Planning

				PNSW&Council Planning Consultants

								2,000		0.6%		0.4%

		Project Management

		& Consultancies		Project Management

				Survey

				Engineering Design

				SWC Servicing Co-ordination

				Electricity Design

				Supervision

				Geotechnical

				Landscape

				Water Quality Design

								4,500		1.4%		0.8%

		Development Works

				Site Demolition & Preparation		500

				Services Relocation		750

				Site Rehabilitation		727

				Road & Drainage		14,000

				Lot Preparation		1,000

				Water Retic		2,250

				Recycled Water Retic		2,250

				Sewer Retic		3,500

				Electricity Retic		3,000

				Environmental Controls		1,500

				Landscaping		1,750

				Finishing (AC, Footpaths)		1,500

		10%		Contingency		3,273

						36,000		36,000		11.2%		6.6%

		Costs Carried Forward						145,687

		Category		Item				$ per Lot		% of Land		% Total

		Costs Brought Forward						145,687

		Fees & Contributions

				Council DA, Cert, Insp Fees		1,500

				LPI Fees		150

				DL&WC etc Fees		50

				SWC Fees		50

				Council S94		26,500

				SWC S73		11,000

				per Resd Ha  (RHDA Only)   RTA		2,588

				Infrastructure Levy (IL)		15,000

				Environmental Levy (CPW, Wetlands,etc)

				Misc		50

						56,888		56,888		17.8%		10.4%

		Finance Costs		Acquisition Fees		100

				Construction Loan Fees		100

				Interest on Mortgage		22,588

				Interest on Construction Loan		2,597

				Mortgage Stamp Duty		766

				Legal Fees		100

				Bond Fees		350

						26,601		26,601		8.3%		4.9%

		Costs to Date		Sub-Total				229,176

		Holding Costs		Land Tax (Years)		5		7,529

				Council Rates(Years)		4		9,412

				InsurancesYears)		4		50

								16,991		5.3%		3.1%

		Risk Mark-Up: Land		Costs to Date:		246,168

				Gross Mark-up		30%		73,850

				GST  =(SaleP-Acq)/11				20,536				3.7%

				Gross Margin				53,314

				Net Margin (after Sales Costs)				44,179		13.8%		8.1%

				Net Margin as % of Viable Selling Price:		13.8%

		Selling Costs-Land		Marketing		0.5%		1,497

				Agents Commissions		2.0%		5,990

				Legals		0.5%		1,497

				Title Costs				150

								9,134		2.9%		1.7%

		LAND Selling Price

				Viable Selling Price		320,018		320,018		100.0%		58.4%

				Stamp Duty on Purchase		3.0%		8,000

		COST of Land to Family:						328,018				59.9%

		ADD  Dwelling Component

				Bank Fees & Chgs (ex Int)				1,500

				Council fees & Chgs		1.0%		1,540

				Dwelling Package				154,000

				Builder Risk Mark-up		15.0%		23,100

				GST				16,100

				Dwelling Component				196,240				35.8%

		Move-In Cost		Land and Dwelling Component				524,258

		Home Establishment Costs

				% Borrowings		60%

				Stamp Duty on Mortgage of		314,555		1,258

				Owner Furnishings/L/s(ex GST)				20,500

				GST				2,050

								23,808				4.3%

		TOTAL COST OF OCCUPANCY						548,066				100.0%
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L'pool

		Cost of Developing Land and Housing										GENERIC MODEL

						(LIVERPOOL SCENARIO)								RSB		10-Sep-03

		ASSUMPTIONS:		Land Developer buys 3 years before DA, Sells to Family who Contract a Builder for a modest home.

		Assumptions & costs				Holding Time For Rezoning/DA		3		years				Stamp Duty on Mortgage:		0.40%

		based on Blacktown				Holding Time For Development Costs		8		months		Land Tax:		1.6%

		and Baulkham Hills				Interest Rate		8.0%				Rates:		2.5		cents/$

		Assumes Land Parcel				RHDA RTA Levy:		$   - 0		per resd ha		INFRASTRUCTURE LEVY:				0

		2<Parcel<20 ha				GROSS DENSITY LOTS / Ha:		20				At a raw land price of:		$   1,200,000		per ha ex GST

		Modified for West				Approx Ave Lot Size m2:		375				equivalent to:		$   485,614		per ac

		Hoxton S94				Dwelling incl Fce,Dwy, Turf		220		m2				Home Owner Equity :		40%

						@ $/m2		$   700.00		ex GST & Mark-Up

						Sales Rate: Sold Out with :		6		months exposure of Constn Costs

		SUMMARY		GST		41,011

				Home Establishment Costs		22,000		Furnishings

				Dwelling Package		154,000		ex GST & M-Up

				Builder Mark-up		23,100

				Selling Costs-Land		7,809				Take-Out Amounts - Private Sector

				Holding Costs		7,109		ex Land Tax				Bank Fees & Charges		21,993

				Risk Mark-Up: Land		39,703						Land Developer Risk Margin		39,703

				Finance Costs		20,593						Builder Risk Margin		23,100

				Fees & Contributions		73,590		Incl RTA,S94,IL				TOTAL Private Sector		84,795

				Development Works		42,500		Incl Consultants

				Acquisition		70,941		ex StampDuty

				Stamp Duty, Land Tax		18,801

								Check

				TOTAL COST OF OCCUPANCY		$   521,157		521,157

		Take-Out Amounts - Public Sector

		Federal GST		State SD, SWC, IL,RTA		Council Fees

		Taxes		Taxes & Fees		Incl S94		TOTAL

		$   41,011		$   25,301		$   67,040		$   133,353

						EX:  RTA, I L, S94 & S73		$   63,103

		Category		Item				$ per Lot		% of Land		% Total

		Acquisition

				Land  (Assumes % Useable)		85%		70,588

				GST (Margin 30/6/2000 @: )		0.4		2,567

				Stamp Duty				3,882

				Acqn Costs				353

								77,390		26.3%		14.8%

		Rezoning/Planning

				Survey & Mapping

				Contamination & Geotechnical

				Archeology & Heritage

				Flora, Fauna & Biodiversity

				Hydrology, Salinity & Drainage

				Bush Fire Planning

				Economic Appraisal

				Site Assessment/Land Capability

				Transport & Site Planning

				PNSW&Council Planning Consultants

								2,000		0.7%		0.4%

		Project Management

		& Consultancies		Project Management

				Survey

				Engineering Design

				SWC Servicing Co-ordination

				Electricity Design

				Contract Supervision

				Geotechnical

				Landscape Design & Supvn

				Water Quality Design

								4,500		1.5%		0.9%

		Development Works

				Site Demolition & Preparation		500

				Services Relocation		750

				Site Rehabilitation		727

				Road & Drainage		14,000

				Lot Preparation		1,000

				Water Retic		2,250

				Recycled Water Retic		2,250

				Sewer Retic		3,500

				Electricity Retic		3,000

				Environmental Controls		1,500

				Landscaping		1,750

				Finishing (AC, Footpaths)		1,500

		10%		Contingency		3,273

						36,000		36,000		12.3%		6.9%

		Costs Carried Forward						119,890

		Category		Item				$ per Lot		% of Land		% Total

		Costs Brought Forward						119,890

		Fees & Contributions

				Council DA, Cert, Insp Fees		1,500

				LPI Fees		150

				DL&WC etc Fees		50

				SWC Fees		50

				Council S94		64,000

				SWC S73		6,250

				per Resd Ha  (RHDA Only)   RTA		- 0

				Infrastructure Levy (IL)		- 0

				Environmental Levy (CPW, Wetlands,etc)

				Misc		50

						72,050		72,050		24.5%		13.8%

		Finance Costs		Acquisition Fees		100

				Construction Loan Fees		100

				Interest on Mortgage		16,941

				Interest on Construction Loan		3,001

				Mortgage Stamp Duty		733

				Legal Fees		100

				Bond Fees		350

						21,325		21,325		7.3%		4.1%

		Costs to Date		Sub-Total				213,265

		Holding Costs		Land Tax (Years)		5		5,647

				Council Rates(Years)		4		7,059

				InsurancesYears)		4		50

								12,756		4.3%		2.4%

		Risk Mark-Up: Land		Costs to Date:		226,021

				Gross Mark-up		30%		67,806

				GST  =(SaleP-Acq)/11				20,294				3.9%

				Gross Margin				47,512

				Net Margin (after Sales Costs)				39,703		13.5%		7.6%

				Net Margin as % of Viable Selling Price:		13.5%

		Selling Costs-Land		Marketing		0.5%		1,368

				Agents Commissions		2.0%		5,471

				Legals		0.3%		821

				Title Costs				150

								7,809		2.7%		1.5%

		LAND Selling Price

				Viable Selling Price		293,827		293,827		100.0%		56.4%

				Stamp Duty on Purchase		3.0%		7,346

		COST of Land to Family:						301,173				57.8%

		ADD  Dwelling Component

				Bank Fees & Chgs (ex Int)				1,500

				Council fees & Chgs		1.0%		1,540

				Dwelling Package				154,000

				Builder Risk Mark-up		15.0%		23,100

				GST				16,100

				Dwelling Component				196,240				37.7%

		Move-In Cost		Land and Dwelling Component				497,413

		Home Establishment Costs

				% Borrowings		60%

				Stamp Duty on Mortgage of		298,448		1,194

				Owner Furnishings/L/s(ex GST)				20,500

				GST				2,050

								23,744				4.6%

		TOTAL COST OF OCCUPANCY						521,157				100.0%
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