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Purpose 

This memo is to discuss matters raised at the Council briefing on 13 February 2017 about the 
public benefit offer the landowner has made to provide affordable housing at 102-106 Dunning 
Avenue, Rosebery.  

Key affordable housing outcomes 

The landowner has made an offer to enter into a planning agreement with Council for the 
provision of public benefit, being:  

• land and works for footpath, and 

• affordable housing. 

The offer is consistent with Council’s adopted Guideline.  

It is estimated that under the planning agreement approximately 950 square metres, being 
approximately 9.5 per cent of the residential floor area of the new development (including the 
existing levy at DA stage), will be provided as affordable housing at no cost. The approach to 
how the final amount of affordable housing floor area is to be determined is described below. 

Most of the floor area is to be provided in the development as built and finished affordable 
housing units, with any residual being provided as a monetary contribution. 

The Greater Sydney Commission (GSC) has suggested in the draft Central District Plan a 
Floor Area Method of determining land value increase arising from increasing FSR on land. 
The GSC approach is that 5% - 10% of any new floor area be provided as affordable housing. 
This approach does not consider any value increase arising from rezoning land, for example, 
from employment to residential.  
 
The City is pioneering a Value Added Method where 50% of the total increase in land value 
resulting from change to planning controls is put towards public benefit. The City’s model 
captures the increase in land value from both the additional FSR and the rezoning of the 
land. 
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On this example site, taking the City’s approach will result in approximately four times more 
affordable housing than what may be achieved under the State Government’s recently 
released draft Central District Plan. 

Additionally, the planning agreement allows for an ‘alternative approach’ to deliver an 
increased percentage of affordable housing in excess of minimum contribution. The 
alternative option provides for the minimum public benefit ‘plus’ scenario where the amount 
of affordable housing floor space to be increased in exchange for the Proponent ‘selling’ the 
affordable housing units to a Community Housing Provider up to a capped amount. The 
capped amount is based on recouping the forgone value of the additional floor area on offer 
for affordable housing, plus an incentive amount, determined in the planning agreement. 

If the landowner utilises the ‘alternative approach’ then a higher percentage of affordable 
housing will be achieved on the site. High level modelling suggests it is possible that up to an 
additional 400sqm could feasibly be provided on this site under this approach. The additional 
affordable housing floor area is limited by the ability of the landowner finding a Community 
Housing Provider to purchase it, up to the capped amount.  

The optional ‘alternative approach’ is described in more detail below. 

Background 

In October 2015, Council adopted the Guideline to Preparing Site Specific Planning Proposal 
Requests in the City of Sydney Employment Lands Investigation Areas (Guideline) which 
details the matters it will consider in assessing a planning proposal request to rezone land in 
the investigation areas.  

This includes all of the planning and urban design matters, such as built form, heritage, 
flooding, but also includes standard rates to calculate the increase in the land value that will 
result from the change to the planning controls.  

The Guideline says that 50% of that increase will stay with the landowner and 50% will be 
returned as public benefit (infrastructure + affordable housing) to the community. 

This Planning Proposal is the first being considered under the Guideline.  

Calculating affordable housing under the planning agreement 

Option 1 - Base option 

The exact amount of affordable housing that will result from the redevelopment of the site is 
not finally determined until the development application stage. This is when the amount of 
floor area that is approved in the development is determined. Using the principle and standard 
rates in the Guideline, the increase in the land value can then be established. 

In preparing the planning agreement for the affordable housing, the City and landowner will 
jointly appoint a property valuer to establish the average market value of floor space in area.  

For example:  

If the land value increase is determined to be $18.13 million, then $9.07m 
is for the landowner and $9.07m will be available for infrastructure (based 
on the 50/50 approach). 

If the cost of the land and the works for footpath is $30,000 then $9.04 
million is left to ‘spend’ for affordable housing. 
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If the average market value of floor space in area is $14,000 per square 
metre, then $9.04m divided by the market value of $14,000 gives us 646 
square metres of dedicated affordable housing in the development. The 
exact amount depends on market conditions. 

In addition, the landowner will need to contribute to affordable housing under the standard 
levy requirements that already apply in the LEP.  

This means an additional 3% of residential floor area and 1% of non-residential floor area will 
be provided as affordable housing, either dedicated in the development or as an equivalent 
monetary contribution to a community housing provider. It is estimated about 290 square 
metres of affordable housing would result from a maximised development scenario. 

Therefore, in this example, we expect about 940 square metres (646sqm under the planning 
agreement + 290sqm under the levy) of affordable housing to result for the development, or 
about 9.5% of all residential floor area in the development in Option 1. 

Option 2 – Alternative approach 

The planning agreement will include an alternative option to incentivise more affordable 
housing being provided on the site. Simply put, the option is to encourage the landowner to 
sell additional affordable housing floor space to a registered Community Housing Provider. 

The alternative option provides for the base option ‘plus’ scenario, that is any floor area 
provided under this option is in addition to the base option described above. Where additional 
affordable housing floor space is provided, the landowner/developer is able to sell all of the 
affordable housing units to a community housing provider for a sliding price up to the 
maximum capped amount.  

The capped amount is calculated as the forgone value of the additional floor area on offer for 
affordable housing, plus an incentive.  

It is necessary to incentivise this approach to encourage the landowner to provide more 
affordable housing compared to market housing. While the landowner would benefit from a 
reduction on the affordable housing contribution requirements under the Sydney LEP 
(because contributions are not payable on affordable housing floor area), without additional 
incentive the landowner would just as likely simply sell the floor area to a private purchaser.  

For example: 

If the requirement under the base option is for 646sqm, and assuming the 
landowner wishes to provide an additional 400sqm of affordable housing 
floor area, then the total floor area for affordable housing is 1,046 square 
metres (42 percent of the increase in floor area). 

The incentive amount under the planning agreement is 10%  

For example, the planning agreement will cap the amount the floor area can 
be sold to: 

Capped amount = (400sqm*$14,000) + (10%*(400sqm*$14,000)) = 
$6.16m 

Under this example, the entirety of the 1,046sqm of affordable housing floor area can be sold 
for a maximum of $6.16m (not the incremental increase alone). 
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When spread across all of the affordable housing floor area, this equals $5,890/sqm ($6.16m 
/ 1,046sqm = $5,890). So the community housing provider will pay less than 45% of the 
market value of the floor area (established as $14,000 under Option 1). 

This formulae places sufficiently high upside on the extra over provision of affordable housing 

The planning agreement will require that under this option all of the affordable housing floor 
area must go to one community housing provider. 

So the benefit for the landowner is the ability to:  

• recoup all of the market value of the additional floor area plus an inducement amount; and  

• reduce the affordable housing levy contribution requirement payable on the development. 

The benefit to the community housing provider who purchases the affordable housing floor 
area is that they get all of it for a substantially discounted amount. 

It is noted the City has sought economic advice as to the appropriate incentive amount which 
will be agreed with the land owner in finalising the preparation of the planning agreement. 
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