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Public Housing Renewal Program

SUMMARY
The Public Housing Renewal Program involves:


the sale of 13 multi‐unit public housing properties along the Northbourne Avenue corridor
and other parts of Canberra;



the acquisition (through construction or purchase) of replacement public housing
properties; and



the relocation of public housing tenants to new public housing.

As part of the Public Housing Renewal Program, the Government intends to sell and replace a total
of 1,288 public housing dwellings. As at February 2015, there were 1,363 public housing tenants
that needed to be relocated as part of the program.1
The sale of existing public housing properties and the development of new public housing
properties is planned to be completed by 30 June 2019. A key influence on the timing of the
program is the ACT’s participation in the National Partnership Agreement on Asset Recycling (the
National Partnership Agreement). Under the National Partnership Agreement, states and territories
that sell assets and reinvest the sale proceeds in new infrastructure could receive an Australian
Government contribution equivalent to 15 percent of the sale proceeds, provided it is spent on the
construction of eligible infrastructure. The ACT Government intends to spend the proceeds of the
sale of the public housing assets on the Capital Metro Light Rail Project.

Overall conclusion
Governance and administrative arrangements for the Public Housing Renewal Program are sound
and the program is being effectively managed by the Public Housing Renewal Taskforce. However,
there are two key risks that are particularly challenging: delivering the program by 30 June 2019 to
allow the ACT Government to receive all the anticipated Asset Recycling Initiative payments from
the Australian Government; and achieving the estimated sales revenue from the sale of the public
housing sites.
There are significant challenges associated with the identification and delivery of replacement
public housing dwellings which may limit the relocation of tenants in a timely manner to allow
existing sites to be sold to achieve the 30 June 2019 deadline. There is also a risk that if properties
are sold in a compressed timeframe this will affect the sales returns achieved. Overall, revenue
from the sale of public housing assets to date has been lower than anticipated, although the recent
sale of one precinct has been higher than anticipated.

1

This figure does not include the Housing ACT residents who had already been relocated from Dickson
Flats (Dickson) and Housing Asset Assistance Program tenants in the affected properties.
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Acknowledging the challenges of estimating sales revenue, it would be prudent to rely on
professional valuation advice and undertake a sensitivity analysis so that a range of estimates can
be provided to decision‐makers, rather than adding a percentage to valuations, which has been
done to date by the Public Housing Renewal Taskforce. Providing a range of values would likely
reinforce the challenging nature of making estimates.
With respect to tenants’ relocation needs and preferences, these have been effectively recognised
and managed by Housing ACT. It is noted that the relocation process has been experienced
differently by tenants; some have welcomed it while others have not, some have found it
problematic while others have not.

Chapter conclusions
GOVERNANCE AND ADMINISTRATIVE ARRANGEMENTS
Conclusion
Sound governance and administrative arrangements have been established for the Public Housing
Renewal Program. However, supporting Benefits Management could be improved by the ACT
Government identifying and reporting how benefits are being managed, tracked and monitored.
Chapter Summary
Effective oversight of the program is provided by the Public Housing Renewal Steering Committee,
which involves representation by a range of ACT Government executives and managers. The
management of the program is supported by clearly defined roles and responsibilities. There is
regular reporting to the Public Housing Renewal Steering Committee and other stakeholders,
including Cabinet and the Minister.
The Public Housing Renewal Taskforce has committed to a Benefits Management approach and
identified the high‐level benefits expected from the program in its Program Plan – Public Housing
Renewal Program. However, there is a need to outline how benefits are being managed, tracked
and monitored.

IMPLEMENTATION OF THE PUBLIC HOUSING RENEWAL PROGRAM
Conclusion
The identification of potential public housing assets for sale as part of the Public Housing Renewal
Program was sound and accorded with a policy intention of the ACT Government, expressed since
2012, to sell and redevelop multi‐unit public housing properties in the Northbourne Avenue
corridor and other parts of Canberra.
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Initial assumptions associated with expected sales revenue of the properties have been overly‐
optimistic. Thirty percent was added to property valuations, for the purpose of estimating sales
revenue for a financial model used to inform decision‐making, as part of Business Cases prepared
up to February 2016. Total revenue from the sale of public housing properties to date has been less
than what was identified in Business Cases, although the March 2017 sale of the ‘Lyneham on
Northbourne’ site exceeded revised estimates identified as part of a December 2016 review of the
financial model, in which twenty percent was added to property value estimates.
As the calculation of expected sales revenue is a challenge, this needs to be clearly reflected in
information to decision‐makers. Instead of simply adding a percentage to professional property
valuations, it may be better to use the valuation and undertake sensitivity analysis and present a
possible range of expected sales revenues as part of Business Cases.
Chapter Summary
Selling the multi‐unit public housing properties in the Northbourne Avenue corridor and Civic to
achieve urban intensification coincided with the 2012 policy decision to implement the Capital
Metro light rail along Northbourne Avenue. Later, the 2014 National Partnership Agreement with
the Australian Government offered the potential to secure a 15 percent Australian Government
contribution based on asset sales, if these properties were sold prior to 30 June 2019.
Thirteen public housing properties were selected for inclusion in the Public Housing Renewal
Program, most being within the Northbourne Avenue corridor and Civic. Cabinet decision‐making
on whether to proceed with the sale of properties was based in part on a financial model which
presented financial cash flows associated with two options: retain (involving the refurbishment and
ongoing management and maintenance of the properties) and renewal (involving the sale of the
properties and purchase of replacement properties elsewhere in the ACT).
The original financial model (May 2015) identified that the cash inflows associated with the renewal
option would be $24.8 million (present value, May 2015) and the cash outflows associated with the
retain option would be $181.5 million (present value, May 2015); a difference of $206.3 million
(present value, May 2015) in favour of the renewal option. While the financial model was updated
for subsequent Business Cases for different public housing sites and information based on this
presented to Cabinet, expected sales revenue for the public housing sites was based on
professional valuation advice that was inflated by thirty percent. The residual values of public
housing properties were also included in the financial model as cash flows. While the inclusion of
the residual values after 40 years did not make a significant contribution to the present value of
cash flows, it is considered better practice to report cash flows and residual values separately.
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DELIVERY OF THE PUBLIC HOUSING RENEWAL PROGRAM
Conclusion
While the Public Housing Renewal Taskforce plans to manage the sale of remaining housing
renewal properties and the acquisition of new properties to achieve the June 2019 deadline to fulfil
requirements of the National Partnership Agreement, there is a risk that this will not be achieved
due to challenges associated with the identification and delivery of replacement public housing
dwellings.
Chapter Summary
The sale of public housing properties by June 2019 is contingent on the identification of suitable
replacement public housing properties and the relocation of public housing tenants. As at April
2017 the Public Housing Renewal Taskforce has identified the supply of land for up to 1,335
potential replacement dwellings, but there is a high risk associated with 339 of these dwellings
(25.4 percent of 1,335) and a medium risk for 146 (10.9 percent).
As at April 2017 the Public Housing Renewal Taskforce reported that it had transferred 293
replacement public housing dwellings to Housing ACT and that there were a further 797 in the
pipeline for transfer to Housing ACT. For 378 of the dwellings in the pipeline (47.4 percent of 797)
the Taskforce reported that action had not yet commenced. There is a risk that sufficient
replacement public housing dwellings will not be identified and transferred to Housing ACT in time
to facilitate the sale of the remaining public housing properties by 30 June 2019.
The initial expectation of the Public Housing Renewal Program was that replacement public housing
properties would be sourced through Public Housing Renewal Taskforce procurement of builders
and developers to design and construct replacement dwellings on Territory‐supplied land, either
greenfield, in‐fill or community facility land. The original financial model (May 2015) was predicated
on all replacement public housing dwellings being procured this way.
In early 2015, however, the Public Housing Renewal Taskforce identified that there was an
insufficient supply of Territory‐owned land to achieve 1,288 replacement dwellings using the
design and construction approach. To manage this, the Taskforce explored a number of
mechanisms. This resulted in three additional approaches being pursued: the reimbursement of
Housing ACT for properties it was in the process of developing as part of its ongoing program; the
purchase of dwellings from private suppliers through Expressions of Interest; and spot purchasing
in the market.
The Public Housing Renewal Taskforce has advised that it has achieved efficiencies in the design
and construction approach for replacement public housing dwellings on Territory land. In a revised
financial model (December 2016), it identified that 352 designed and constructed dwellings are
expected to be delivered for $241,000 (excluding GST) and 403 designed and constructed dwellings
Page 4
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are expected to be delivered for $335,000 (excluding GST). If this is achieved this will be at a lower
cost compared to the initial estimates of $292,600 (including GST) for single dwellings and $362,000
(including GST) for multi‐unit dwellings.
As part of the revised financial model (December 2016) the direct purchase of replacement public
housing dwellings has been estimated at $400,000 (including GST) for 402 dwellings and $450,000
(including GST) for 131 dwellings. Further, the April 2017 Business Case for the purchase of 72
replacement public housing dwellings for Gowrie Court (Narrabundah) has identified ‘an average
price of $474,000 per dwelling’. The replacement of public housing dwellings through purchasing
in the market has come at a higher cost on a per dwelling basis than the design and construction
of dwellings on Territory land. Any changes to the mix of replacement public housing dwellings in
the future, in response to risks in the supply of designed and constructed dwellings, could result in
higher costs.
The revised financial model (December 2016) recognised there was a deterioration in the cash
flows for the renewal scenario (due to the lower than initially expected sales revenue) of
approximately $94.4 million ($67.8 million in lower sales revenue, $18.8 million in flow‐on below‐
the‐line impacts due to lower sales revenue and $7.8 million less in Asset Recycling Initiative
payments from the Australian Government). However, this deterioration was almost directly offset
by a range of other ‘parameter updates’ and ‘structural changes’ to the model, which resulted in a
reduction of only $0.8 million against the original financial model (May 2015) (although the present
value of the difference in the cash flows reduced from $219.8 million to $140.1 million). The
justification for the revised assumptions that offset the $94.4 million deterioration are not
apparent, including approximately $44.2 million associated with changes in residual land values
flowing from the inclusion of potential heritage impacts in the retain scenario, Territory Plan
Variation impacts in the renewal scenario and changes in the nature of replacement sites.

MANAGEMENT OF PUBLIC HOUSING TENANTS
Conclusion
Housing ACT has undertaken considerable work to identify tenants’ relocation needs and
preferences and there is evidence to indicate that these are being taken into account. There has
also been engagement by Housing ACT with a number of community organisations to support
affected tenants.
Chapter Summary
Discussions with public housing tenants affected by the Public Housing Renewal Program and
community organisations involved shows that the relocation process ‘can be stressful, frustrating,
uncertain and confusing as well as bringing with it much grief, dislocation and trauma’ but that the
‘relocation can often have a positive effect on tenant mental health and well‐being generally’.
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While public housing tenants identified some frustrations with the process itself there is evidence
of satisfaction with relocated properties.
Public housing tenants have been supported through the relocation process. ACT Housing has
undertaken pre‐relocation engagement to identify tenants’ needs and preferences and post‐
relocation engagement to monitor that tenants’ needs continue to be met.

Key findings
GOVERNANCE AND ADMINISTRATIVE ARRANGEMENTS

Paragraph

Roles and responsibilities for the administration of the Public Housing Renewal
Program are well established and documented. The respective roles and
responsibilities of the Public Housing Renewal Taskforce (within Chief Minister,
Treasury and Economic Development Directorate) and Housing ACT (within
Community Services Directorate) are overseen by a director‐general level Public
Housing Renewal Steering Committee and are governed by a Memorandum of
Understanding between the two directorates. The Memorandum of Understanding
also provides for dispute resolution mechanisms to be applied in the event of
disagreement between the directorates.

2.8

The Program Plan ‐ Public Housing Renewal Program was endorsed by the Public
Housing Renewal Steering Committee in June 2015 and reviewed in October 2015
and November 2016. It is an important means of coordinating through specifying
milestones and deliverables/outputs associated with the Public Housing Renewal
Program and assigning roles for these milestones and deliverables/outputs, including
responsibility and accountability for action and delivery. The Program Plan ‐ Public
Housing Renewal Program also includes project Gantt charts, which show detailed
breakdowns of work activities and associated timeframes.

2.22

A Risk Management Plan and associated Risk Register have been developed for the
Public Housing Renewal Program. The Risk Management Plan identifies four
strategic risks associated with the program and the associated Risk Register identifies
ten risks (one Extreme, four High and five Medium). In accordance with ACT
Insurance Authority guidance, the Risk Register identifies the sources for the risk, the
owner of the risk, existing controls for the risk and further actions to be taken to
control the risk, and a rating for each risk before and after existing controls and
further action to be taken. The Risk Register also identifies monitoring and reviewing
activities and responsibilities for the risks. An October 2015 review of the Public
Housing Renewal Taskforce’s risk management activities (ACT Public Housing
Renewal Taskforce Review) identified that the development of ‘a more mature risk
management strategy’ should be a high priority and identified a three month
timeframe for its implementation. The Taskforce amended its Risk Management
Plan and associated Risk Register in response to the review.

2.37

Progress on the implementation of the Public Housing Renewal Program is reported
through a number of different fora, including regular reporting to the Public Housing

2.50
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Renewal Steering Committee, six monthly reporting to Cabinet and fortnightly
reporting to the relevant Minister. The frequency and coverage of the reporting
provides tailored information to relevant stakeholders on the implementation of the
program.
The Public Housing Renewal Steering Committee has endorsed a program of internal
audits to provide assurance on the implementation of the Public Housing Renewal
Program. In October 2015 a major review of the governance and administrative
arrangements associated with the Public Housing Renewal Taskforce was
undertaken by PWC, which identified that ‘the Taskforce has established many of the
elements of a governance framework which supports program and project
management activities appropriately’.

2.55

The ACT Public Housing Renewal Taskforce Review (October 2015) recommended
the development and implementation of a Benefits Realisation Plan as part of a
broader Benefits Realisation Strategy. The Public Housing Renewal Taskforce
identified that it agreed to the recommendation and had already addressed the
recommendation, through the incorporation of benefits in the Program Plan ‐ Public
Housing Renewal Program. However, detailed information is needed in relation to
how these benefits are being managed, tracked and monitored.

2.67

IMPLEMENTATION OF THE PUBLIC HOUSING RENEWAL PROGRAM

Paragraph

In January 2012 Housing ACT released the Public Housing Asset Management
Strategy 2012‐2017. The strategy identified Housing ACT’s intention to dispose of its
multi‐unit properties, including properties in and around Civic and the Northbourne
Avenue corridor. This indicates that there was an intention, since at least 2012, to
dispose of Housing ACT’s multi‐unit properties.

3.10

In 2012 the ACT Government made a policy decision to establish the Capital Metro
Agency and undertake ‘the necessary design studies, preparatory works, financing,
procurement and tendering arrangements’ for the Capital Metro light rail between
Civic and Gungahlin. A significant proportion of the total expected benefits of the
Capital Metro light rail are expected to derive from ‘land use benefits’ and ‘wider
economic impacts’, which are predicated on changes in land use along the light rail
route. The redevelopment of both public housing and other ACT Government
properties along the Northbourne Avenue corridor was expected to ‘reinforce the
Government’s policy objective to focus urban intensification along major public
transport routes and provide the financing necessary to begin construction of light
rail’.

3.15

Between May 2014 and June 2014 advice was provided to Cabinet for the purpose
of identifying and furthering a program for the redevelopment of public housing
stock. Properties in and around Civic and the Northbourne Avenue corridor were
identified and discussed for the purpose of the advice. The ‘sale and redevelopment
of public housing assets on Northbourne Avenue’ for the purpose of contributing to
‘government priorities and Capital Metro’ identified a range of expected outcomes
and benefits for the Territory including generating a net revenue gain, which was
expected to be returned to the Territory budget, and ‘maximising commercial and

3.18
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residential potential of the Capital Metro corridor, increasing the patronage and
viability of light rail’.
In November 2014, advice was provided to Cabinet which identified the public
assets, including public housing assets, for inclusion in the ACT’s application for
participation under the Asset Recycling Initiative. The identification of multi‐unit
public housing properties for inclusion in the Asset Recycling Initiative aligned with
earlier advice provided to Cabinet between May 2014 and June 2014, which
proposed a program for the redevelopment of public housing stock, including multi‐
unit properties.

3.22

As at May 2015, financial modelling associated with the Public Housing Renewal
Program indicated that the program would deliver net positive cash flows. Financial
model analysis of cashflows for the renew and retain options shows:

3.28



retaining the public housing, which involved the refurbishment and
continued management and maintenance of the existing public
housing, would have had a net negative cash flow of $181.5 million
(present value);



renewing the public housing, which involved the sale of the existing
sites and the construction and subsequent management and
maintenance of replacement dwellings would have had a net positive
cash flow of $24.8 million; and



the difference between the retain and renew scenarios for the public
housing was $206.3 million (present value), indicating that it would be
financially advantageous for the Territory to pursue the renew option.

The financial model treats the residual values of existing and replacement sites as
cash inflows ($164.8 million and $84.8 million respectively after 40 years). The Audit
Office considers that the residual values are balance sheet items and not cash
inflows, unless it is assumed that all sites are sold and are not replaced. In the
absence of a stated assumption to this effect, the residual values should not have
been included as cash flows in the financial model. While the inclusion of the residual
values after 40 years did not make a significant contribution to the present value of
cash flows, it is considered better practice to report cash flows and residual values
separately and this would have provided a clearer and more accurate picture of the
two scenarios.

3.48

A re‐calculation of the cash flows associated with the renew and retain options in
the original financial model (May 2015) by the Audit Office’s subject matter expert,
Resolution Consulting Services, to remove the 30 percent escalation of the sales
revenue and to not treat the residual values of existing and replacement sites as
capital inflows, indicates that:

3.58
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the difference in the net present value of the retain scenario over the
renew scenario is reduced from $206.3 million under the original
model to $101.3 million under the adjusted model;



there is a negative cash flow under both the retain and renew
scenarios under the adjusted model, unlike the original model which
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reported a positive net cash flow of $24.8 million for the renew
scenario; and


the negative residual value for the renew scenario reflects the way in
which the Public Housing Renewal Taskforce’s model calculated this
value and emphasises that market values would have been a more
appropriate way of calculating these values for both the retain and
renew scenarios.

While the renew scenario would still be the preferred option based on the re‐
calculations, the results indicate that the effect of inflating sales estimates by 30
percent above the valuations and including residual values in the cash flows had a
material impact on the reported figures.

3.59

In July 2015 the Public Housing Renewal Steering Committee decided to combine the
Currong Apartments (Braddon) and Stuart Flats (Griffith) in a single Business Case in
order to ‘reduce the pressure on the business case for the replacement of the 212
units which are required to be replaced through the sale of the Currong Apartments’.
A single consolidated Business Case was prepared for Currong Apartments (Braddon)
and Stuart Flats (Griffith) and aggregate figures were included.

3.78

Analysis of the financial model calculations underpinning the Business Cases for the
renewal of the public housing sites shows for the majority of public housing sites the
net cash flows associated with the renewal option (i.e. the sale of existing properties
and the development of alternative replacement properties) were expected to
exceed the net cash flows for the retain scenario (i.e. the retention and
refurbishment of the property). In a number of instances net cash flows associated
with both options were expected to be negative, meaning that undertaking either of
the scenarios was expected to cost the ACT Government money, but for the majority
of public housing sites the net cash flows associated with the renewal option were
expected to exceed the net cash flows for the retain scenario. Three exceptions are:

3.86



Allawah Court (Braddon);



Currong Apartments (Braddon); and



Gowrie Court (Narrabundah).

For these sites the financial model identified that the renewal option was expected
to lead to greater negative cash flows. In the case of Allawah Court (Braddon) the
difference between the net present value of the negative cash flows was $2.05
million (present value), in the case of Currong Apartments (Braddon) the difference
was $3.63 million (present value) and in the case of Gowrie Court (Narrabundah) the
Business Case identified the difference was $5.08 million (present value). The Public
Housing Renewal Taskforce advised ‘advice to Cabinet, prepared through business
cases and six monthly reports, consistently documented that for some properties,
the retain scenario would be financially advantageous, but at a whole‐of‐program
level, the renew scenario was better. The financial performance of the sale of the
multi‐unit properties is one of many factors considered by Cabinet and the model
does not monetise social impacts, such as the benefits of reducing concentrations of
disadvantage or improving the quality and sustainability of new homes’.

Public Housing Renewal Program
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DELIVERY OF THE PUBLIC HOUSING RENEWAL PROGRAM

Paragraph

Analysis of progress on the sale of properties under the Public Housing Renewal
Program shows:


six of the 13 public housing sites identified in the National Partnership
Agreement have been sold (Dickson Flats, Garden Flats ‐ Dickson
(Karuah), Currong and Allawah Apartments (Braddon), Lyneham & De
Burgh (North and South) and Owen Flats (Lyneham)). This equates to
the sale of 495 public housing dwellings (although the 21 dwellings in
the Dickson Flats do not contribute to the total number of 1,288 public
housing dwellings in the program as a whole);



Dickson Flats and Owen Flats (Lyneham) were sold later than
anticipated, Garden Flats ‐ Karuah (Dickson) was sold according to
schedule and Currong and Allawah Apartments (Braddon) and Lyneham
and De Burgh (North and South) (Lyneham) were sold earlier than
anticipated; and



the sale of Bega Court (Braddon) and Red Hill Flats (Red Hill) has not
occurred in accordance with anticipated timeframes.

4.7

Notwithstanding delays to the sale of some of the public housing assets, the Office
of the Coordinator‐General Urban Renewal and the Land Development Agency have
advised that they expect to sell all of the remaining properties by 30 June 2019
(equating to approximately 814 public housing dwellings to be sold). In doing so it
will also be selling other ACT Government properties identified for participation in
the Asset Recycling Initiative (i.e. ACT Government‐owned office buildings). Selling
the properties in a compressed timeframe increases the risk that the ACT
Government will not achieve the highest possible return on its sale, as there is a risk
of oversupplying the ACT market. Any delays to the sale of properties and any further
compression of time will also increase the risk of not selling the properties in time to
receive Asset Recycling Initiative payments from the Australian Government.

4.8

Analysis of the proceeds of the sales of public housing assets shows that, for two of
the three public housing precincts sold to date, sales revenue has been less than that
anticipated in the Business Cases. In this respect:

4.23
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the ‘Dickson on Northbourne’ precinct, including the Dickson Flats,
Karuah Flats (Dickson) and the Dickson Visitor Centre was sold for a
total of $37.38 million (excluding GST, which is payable at a rate of 7
percent) with a further $5.6 million in Asset Recycling Initiative bonus
payments expected to be received from the Australian Government. In
the March 2015 Business Case the sale of the Karuah Flats (Dickson)
alone was expected to achieve $33.63 million (plus $5.04 million in
Asset Recycling Initiative bonus payments). (A Business Case was not
developed for the Dickson Flats);



the Currong and Allawah Apartments (Braddon) sold at auction for
$47.00 million (no GST would be payable on the sale as it was to be
sold as an input taxed supply) with a further $7.050 million in Asset
Recycling Initiative bonus payments expected to be received from the
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Australian Government. The March 2015 Business Case for Allawah
Court (Braddon) identified expected sales proceeds of $30.90 million
(plus $4.64 million in Asset Recycling Initiative bonus payments). The
December 2015 Business Case for Currong Apartments (Braddon)
identified expected sales proceeds of $19.11 million (plus $2.87 million
in Asset Recycling Initiative bonus payments); and


the ‘Lyneham on Northbourne’ site, including Owen Flats (Lyneham)
and Lyneham and DeBurgh (North and South) was sold for a total of
$42.1 million (excluding GST, which is payable at a rate of 7 percent)
(with a further $6.32 million in Asset Recycling Initiative bonus
payments to be received from the Australian Government. The
February 2016 Business Case for Lyneham and DeBurgh (North and
South) (Lyneham), which reflected changed assumptions with expected
sale proceeds that were apparent in early 2016, identified expected
sales proceeds of $25.99 million (plus $3.90 million in Asset Recycling
Initiative bonus payments) and the December 2014 Business Case for
Owen Flats identified expected sales proceeds of $10.26 million (plus
$1.54 million in Asset Recycling Initiative bonus payments). The sale
also exceeded revised sales revenue estimates of $10.85 million and
$27.89 million identified as part of a revised financial model (December
2016).

The revenue from the sale of the assets is offset by the practice of reimbursing
purchasers for the costs of demolishing and remediating the sites and the significant
costs associated with demolishing the Currong Apartments (Braddon). The
reimbursement of purchasers contrasts with the Business Cases for the sales of the
public housing sites, which identified that the Territory would incur costs associated
with ‘the cost of preparing the sites for sales. The costs include sales and marketing,
demolition and site management costs’. Notwithstanding the Business Cases’
intentions for the Land Development Agency to undertake demolition and
remediation of the sites prior to their sale, sales agreements for the other sites have
since made this the responsibility of the purchaser. Although it is now the
responsibility of the purchaser to undertake demolition and remediation, however,
the Land Development Agency will contribute:


up to $1.635 million (GST inclusive) for the cost of demolition of the
‘Dickson on Northbourne’ precinct, including the Dickson Flats, Garden
Flats ‐ Karuah (Dickson) and the Dickson Visitor Centre;



‘up to $1.4 million + GST’ for the cost of demolition of the Allawah
Apartments; and



up to $1.543 million (GST inclusive) for the cost of demolition of the
‘Lyneham on Northbourne’ site, including Owen Flats (Lyneham) and
Lyneham & DeBurgh (North and South).

One exception to the revised practice relates to Currong Apartments (Braddon), for
which the Territory will retain responsibility for the demolition and remediation. The
Land Development Agency has budgeted an amount of $20.75 million for the cost of
disposing of the property. This is due to the discovery of asbestos within the Currong
Apartments and includes expected contractor costs of approximately $14.1 million
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and tip fees of $4.0 million. The original financial model (May 2015) identified a total
of $4.4 million for all site disposal costs for the Currong Apartments.
A Colliers International Discussion Paper (December 2014) identified risks to the
Public Housing Renewal Program of the potential oversupply of properties to the
market that might be exacerbated by the sale of the public housing properties. The
Discussion Paper identified a series of key factors for consideration and advised ‘if
these influences are not taken into account, future land releases and the prices
achieved could be negatively impacted and affect Territory revenue’. A key concern
raised in the Discussion Paper was past experience associated with the excessive
release of dwellings that created an oversupply for the market and a resulting
decrease in value. The Discussion Paper identified a timeframe of five to seven years
over which the public housing properties should be released to the market noting
that ‘if sites are released in a location that exceeds demand it will result in either a
decline in the value achieved, or a requirement of generous settlement terms for the
developer to hold the sites until market conditions improve’ and ‘excessive release
of sites in the one location has the potential to see sales revenue to be less than the
benefit from the [Asset Recycling Initiative] if not carefully managed’.

4.42

An October 2015 MacroPlan Dimasi report identified an estimated yield of 3,500
apartments across the ACT Government’s Northbourne Avenue assets included in
the Asset Recycling Initiative, including public housing sites and other ACT
Government sites. The MacroPlan Dimasi report recommended the bundling of ACT
Government assets into precincts for sale as ‘[the] value is more likely to be unlocked
through the sale of lots as a single or dual bundle, which allow for the creation of
distinct precincts along Northbourne Avenue’. The MacroPlan Dimasi report
identified that, following consultation with a number of developers, ‘a mixed
response was received from the set of interviews, although the positive responses
outweighed the negative views. Overall, the interviews revealed some depth of
interest in the proposition of a bundle sale for the ACT [Asset Recycling Initiative]
sites, such that a competitive process is likely to ensure from an expression of
interest campaign’.

4.43

In relation to risks associated with lower than expected sales revenue, the Audit
Office was advised in correspondence from the Under‐Treasurer, Director‐General
of the Community Services Directorate and Director‐General of the Environment,
Planning and Sustainable Development Directorate ‘there is continual monitoring of
sales results, by the [Land Development Agency] and through the provision of regular
reporting to the Steering Committee and six monthly reports to Cabinet. Should
there be evidence of over‐supply or underperformance of sales results, the Steering
Committee would consider this and provide advice to Cabinet. This may include a
recommendation to delay the sale of properties, noting that receipt of [Asset
Recycling Initiative] revenue is likely to be jeopardised as a result’.

4.44

As at April 2017, the Public Housing Renewal Taskforce identified that the availability
and supply of land means ‘there are potential 1,335 dwellings available for the public
housing renewal program’. A potential supply of 1,335 dwellings exceeds the
number of 1,288 dwellings required under the Public Housing Renewal Program.

4.45
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However, in relation to the supply of land for a potential 1,335 replacement
dwellings, the Taskforce has also identified:


769 dwellings are considered ‘secure’ as they are ‘completed, under
construction, or purchases with contracts exchanged or offers
accepted’;



81 dwellings are considered ‘low risk’ as they are ‘expected to be
available and able to be delivered within program timeframe’;



146 dwellings are considered ‘medium risk’ as they ‘remain a probable
source of land supply but has risk factors including timing’; and



339 dwellings are considered ‘high risk’ as they ‘continue to be
considered however has significant risk factors, particularly timing or
community reaction’.

Analysis of progress in relation to the transfer of replacement public housing
dwellings to Housing ACT for those that are due to be lost due to the sale of existing
public housing assets shows:


as at April 2017 a total of 1,090 actual and potential replacement
dwellings have been identified for the 1,288 public housing dwellings
expected to be sold under the Public Housing Renewal Program; and



early tranches of activity under the Public Housing Renewal Program
identified an expected increase in the number of replacement public
housing properties, while later tranches of activity have identified a
shortfall in the number of replacement public housing properties. This
shows the difficulties faced by the Public Housing Renewal Taskforce in
identifying sufficient number of replacement public housing properties.

4.48

Analysis of replacement public housing dwellings that have been transferred to
Housing ACT shows that, as at April 2017, 293 out of a total of 1,090 identified
dwellings (26.9 percent) have been transferred to Housing ACT. This represents 22.7
percent of the total number of 1,288 dwellings expected to be sold for the purpose
of the Public Housing Renewal Program.

4.50

Analysis of the timing of the transfer of dwellings to Housing ACT under the Public
Housing Renewal Program shows a significant number of dwellings are expected to
be transferred in later stages of the program, including 264 dwellings in 2017‐18 and
286 dwellings in 2018‐19 (all of these are expected to be transferred between July
and December 2018). Of the 286 dwellings expected to be transferred in 2018‐19,
235 dwellings are expected to be transferred in December 2018. This is likely to place
pressure on the Public Housing Renewal Taskforce and Housing ACT’s administrative
processes in the concluding stages of the program.

4.52

An analysis of reporting to the Public Housing Renewal Steering Committee on
progress for the transfer of replacement public housing dwellings to Housing ACT
shows there are significant risks to the implementation of the Public Housing
Renewal Program through the achievement of the replacement of public housing
dwellings. In addition to the 293 reported as having been transferred:

4.54

Public Housing Renewal Program

Page 13

Summary



action on 378 replacement dwellings is reported as not having started
(47.4 percent of the remaining 797 identified);



action on 23 replacement properties is reported as being at risk (5‐10
percent variance to schedule) (2.89 percent of the remaining 797
identified); and



action on 396 properties is reported as not being at risk (<5 percent
variance to schedule) (49.69 percent of the remaining 797 identified).

The June 2014 Cabinet submission associated with the Public Housing Renewal
Program recommended that ‘replacement public housing properties should be
established within 800 metres of the Capital Metro Corridor, in other areas in the
inner north and in other areas of Canberra on existing [Housing ACT], [Economic
Development Directorate] and community facility land’. Analysis of the location of
replacement public housing dwellings shows the majority of replacement public
housing dwellings are expected to be located in new land developments in outer
areas of Canberra. In this respect:


approximately 202 replacement public housing dwellings are expected
to be ‘established within 800 metres of the Capital Metro Corridor’.
This includes replacement dwellings identified in the Inner North,
Gungahlin and Franklin;



the Inner North, Inner South and Woden areas, in which the 1,288
public housing dwellings were located, are expected to account for 177
of the replacement public housing dwellings; and



the majority of replacement public housing properties are expected to
be located in Gungahlin (452 of a total of 1,090), with the new suburbs
of Moncrieff, Throsby and Taylor accounting for up to 302 replacement
properties.

Analysis of the different delivery mechanisms for the replacement public housing
properties shows:
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629 dwellings are intended to be delivered through the design and
construction on greenfield sites. The delivery of 56 of these dwellings
are identified as high risk;



66 dwellings are intended to be delivered through design and
construction on infill sites. The delivery of 54 of these dwellings are
identified as high risk;



138 dwellings are intended to be delivered through design and
construction on community facility‐zoned land. The delivery of all of
these dwellings are identified as high risk;



412 dwellings are intended to be delivered through acquisition from
the market through expressions of interest. The delivery of 78 of these
dwellings are identified as high risk;



84 dwellings are intended to be delivered through the purchase of
Housing ACT replacement public housing dwellings. The delivery of 13
of these dwellings are identified as high risk; and



6 dwellings are intended to be delivered through strategic acquisition.

4.58
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Business Cases for the renewal of public housing properties have identified a number
of different options for replacement dwellings for the sale of existing public housing
properties, including Housing ACT’s construction of replacement dwellings on
suitably identified land, the purchase of replacement properties, the leasing of
properties from private landowners and Housing ACT’s purchase of units in private
developments in the construction pipeline. The original financial model (May 2015)
was prepared on the basis that the replacement of public housing dwellings would
be achieved through design and construction on Territory‐owned land at a cost of
$292,600 (including GST) for single dwellings and $362,000 (including GST) for multi‐
unit dwellings. The design and construction of replacement dwellings was approved
for the first and second tranches in December 2014 and March 2015.

4.71

As early as April 2015 the Public Housing Renewal Steering Committee identified
risks to the implementation of the Public Housing Renewal Program associated with
the design and construction of replacement public housing dwellings. It was
apparent that there were fewer options available for the construction of
replacement public housing dwellings due to the limited availability of land. As a risk
mitigation measure, the Public Housing Renewal Taskforce began consideration of
other options for the delivery of replacement public housing dwellings, including the
purchase of dwellings from private suppliers.

4.88

Two Expression of Interest processes have been progressed since 2015, which have
sought to purchase replacement public housing dwellings from the private market.
As at April 2017 up to 412 dwellings have been identified as being potentially
purchased through this process. On a per dwelling basis to date, the direct purchase
of properties from the market through expressions of interest has cost more than
the design and construction of replacement properties by the Public Housing
Renewal Taskforce. Representatives of Housing ACT are involved in the evaluation
and selection of proposals received through expressions of interest and this provides
assurance that the purchased dwellings will meet the requirements of Housing ACT
into the future.

4.89

The Public Housing Renewal Taskforce reimbursed Housing ACT for 38 properties
that it was constructing as part of its ongoing renewal program. These properties
were located in the Inner North area and the Taskforce advised of a desire to have
public housing dwellings within the local area available early in the program for
tenants to move into. As the supply of potential land for replacement dwellings is
limited and at risk as the program continues, the Taskforce has further considered
this option and is working with Housing ACT to identify other potential dwellings for
which Housing ACT may be reimbursed. As these properties have been initially
identified and commissioned by Housing ACT the risk is low that the purchased
dwellings will not meet the requirements of Housing ACT into the future.

4.93

The Public Housing Renewal Taskforce, with approval by the Evaluation Team formed
to evaluate Expressions of Interest, which also included a representative from
Housing ACT, purchased 11 townhouse dwellings in a complex of 17. Subsequent
complaints from the private owners in the complex led to the purchase of the
remaining six units by the Taskforce. Housing ACT has since advised it is ‘currently
working to a number of principles in terms of purchasing in units plans’ and in doing

4.100
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so, it takes a range of factors into account, including body corporate fees, alignment
with broader housing need and waitlist demand and the ‘salt and pepper’ approach
to public housing.
As the supply of potential land for replacement dwellings is limited and at risk as the
program continues, as a risk mitigation measure the Public Housing Renewal
Taskforce has sought approval for Housing ACT to undertake spot purchasing of
dwellings in the market and for the Taskforce to reimburse Housing ACT for these
purchases. Up to 50 properties may be purchased biannually through this
mechanism in an effort not to distort the market, although as at April 2017, no
properties have been purchased through this mechanism. 2 As potential spot
purchases are intended to be initially identified and commissioned by Housing ACT
there is a low risk that the purchased dwellings will not meet the requirements of
Housing ACT into the future.

4.104

A November 2016 ‘mid‐term review’ of the financial model undertaken by the Public
Housing Renewal Taskforce resulted in a number of changes to the assumptions
underpinning the financial model. The revised assumptions included an
acknowledgement of the lower than expected sales revenue of the public housing
sites, which resulted in a ‘deterioration’ in the financial model of $94.4 million ($67.8
million in lower sales revenue, $18.8 million in flow on below‐the‐line impacts of the
lower sales revenue and $7.8 million less in Asset Recycling Initiative bonus
payments). The revised assumptions also included an ‘improvement’ in the financial
model due to a range of other assumption changes. The net result of the changes to
the assumptions is a $0.8 million reduction in the difference between the net cash
flows of the scenarios (previously it was $219.8 million and now it is $219.1 million).
Notwithstanding the minimal difference in the net cash flows associated with the
two scenarios, the net present value of the difference in the net cash flows decreased
to $140.1 million (a decrease of $66.2 million compared to the original estimate of
$206.3 million).

4.110

The revised financial model (December 2016) identified that the residual value of
replacement sites under the renew scenario would be $96.08 million ($11.28 million
higher than the figure of $84.80 million in the original financial model (May 2015)).
This is predicated on an assumption that 30 percent of the replacement properties
under the renewal scenario will be located in ‘existing commercial centres (town,
group centres) and within the 800m wide Northbourne Avenue transport corridor’
and an expectation that future Territory Plan Variations would contribute to an
increase in the value of these properties of 20 percent. This had the effect of making
the cash flows associated with the renew scenario greater. Apart from the November
2016 instruction to the consultant responsible for the financial model to alter the
model, the Public Housing Renewal Taskforce has not provided evidence to support
its assumptions on this matter.

4.124

2

As at 21 June 2017, ACT Government agencies advised that 14 properties had been purchased through this
mechanism.
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MANAGEMENT OF PUBLIC HOUSING TENANTS

3

Paragraph

A February 2015 report to the Public Housing Renewal Steering Committee identified
that, as at 6 February 2015 in the 1,288 public housing dwellings affected by the
Public Housing Renewal Program, there was a total of 1,044 tenancies and 1,363
public housing residents. This number does not include any tenancies (or residents)
in the Dickson Flats (Dickson), who had been relocated through a discrete project
prior to the Public Housing Renewal Program tenancy relocation activities, or
Currong Apartments (Braddon), which had previously been tenanted by students
through a community housing provider, all of whom were relocated following the
conclusion of the 2014 academic year.3

5.7

To assist in the relocation of public housing tenants affected by the Public Housing
Renewal Program, two key governance and oversight groups have been established;
the Linking In to New Communities Taskforce and Transforming Communities
Partnership. The Linking In to New Communities Taskforce is intended to oversee the
implementation of the Tenant Relocation Strategy and the activities of the
Transforming Communities Partnership, which has a more practical focus on the
needs and delivery of support to public housing tenants. Membership of the
governance and oversight groups consist of representatives from Housing ACT and
several not‐for‐profit community organisations. The Linking In to New Communities
Taskforce and Transforming Communities Partnership groups provide an effective
mechanism for the oversight of the implementation of tenant relocation activities.

5.25

A Tenant Relocation Project Plan was developed to inform Housing ACT’s activities
for the relocation of tenants affected as part of the Public Housing Renewal Program.
The Tenant Relocation Project Plan was agreed and endorsed in January 2016 and
has since been revised and re‐issued in October 2016. The Tenant Relocation Project
Plan provides a comprehensive framework and overview for the management of the
relocation of tenants affected by the Public Housing Renewal Program. The revised
October 2016 Tenant Relocation Project Plan provides greater detail and guidance
on deliverables associated with each phase of the relocation process.

5.32

The revised October 2016 Tenant Relocation Project Plan does not have references
to individual, site‐specific project planning and management for the relocation of
tenants, as were in the initial version. The revised Project Plan has since
characterised the entire tenant relocation activities as a single project and does not
envisage the preparation and production of site‐specific project management
documentation. This is a reasonable approach, as the preparation of site‐specific
project management document was likely to be onerous and time‐consuming.

5.44

Housing ACT has sought to identify Housing ACT tenants’ preferences and needs for
relocated properties through Tenant Relocation Forms. Early relocation processes
identified tenants’ relocation preferences with a high degree of specificity (i.e. down
to a suburb‐by‐suburb location) although later processes did not go into this level of

5.64

These are point‐in‐time figures, which reflect the number of tenants as at 6 February 2015.

Public Housing Renewal Program

Page 17

Summary

detail. Tenants’ needs and preferences have been taken into account when
relocating tenants to replacement dwellings.
Housing ACT has developed a Public Housing Renewal Relocations Tenant Survey,
which is provided to relocated public housing tenants after their relocation. Although
302 public housing tenancies had been reported as being relocated as at March
2017, only 45 survey forms had been received from a total of 243 issued. This is a
low response and indicates that a survey form may not be the most appropriate and
conducive mechanism for feedback from some public housing clients. Housing ACT
has recognised this and advised that it intends to use multiple sources of information
to garner tenant feedback.

5.70

Based on discussions with representatives of community organisation involved in
providing support to public housing tenants affected by the Public Housing Renewal
Program Reilly Associates identified that ‘the relocation process for public housing
tenants can be stressful, frustrating, uncertain and confusing as well as bringing with
it much grief, dislocation and trauma associated with the loss of community and
history associated with the old residence’. Nevertheless, Reilly Associates also noted
that ‘relocation can often have a positive effect on tenant mental health and well‐
being generally’.

5.82

Based on discussions with a number of public housing tenants affected by the Public
Housing Renewal Program, Reilly Associates identified that, following advice from
Housing ACT that they were to be relocated, but prior to their relocation, tenants
raised a number of concerns:

5.91



‘the lack of clear and definite information relating to move dates’;



‘the high levels of uncertainty and frustration tenants carry in not
knowing when they will move, or to where’; and



‘the run‐down, unsafe and insecure living environments endured by
remaining tenants in old high‐density housing complexes a tenants
begin moving out and other anti‐social people move into the area’.

In relation to tenants that had been relocated, Reilly Associates reported that public
housing tenants who had been relocated would have appreciated the opportunity to
be able to select from more than one public housing property at a time, or be given
more information about what they could expect to be offered. Nevertheless,
following their move, Reilly Associates identified that:
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‘Post‐relocation tenants were mostly effusive in their praise for
Housing’s assistance and support during their move’;



‘Tenants also appreciated the continuing contact with Housing after
relocation’; and



‘Nearly all post‐relocation tenants expressed being happy with their
new home’.

5.92
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Recommendations
RECOMMENDATION 1

BENEFITS MANAGEMENT

The Chief Minister, Treasury and Economic Development Directorate should identify and report
how benefits outlined in the Program Plan – Public Housing Renewal Program are being managed,
tracked and monitored.
RECOMMENDATION 2

INCLUSION OF RESIDUAL VALUES IN FINANCIAL MODEL

The Public Housing Renewal Taskforce should remove the residual value of public housing
properties from its financial model cash flows and report these values separately.
RECOMMENDATION 3

FINANCIAL MODEL ASSUMPTIONS

The Public Housing Renewal Taskforce, for the purpose of ongoing monitoring and decision‐
making, should fully and precisely document the assumptions underpinning the financial model,
including the basis on which inputs derived from the financial model are to be calculated.

Agency response
In accordance with subsection 18(2) of the Auditor‐General Act 1996, the Chief Minister, Treasury
and Economic Development Directorate, the Community Services Directorate and the Environment,
Planning and Sustainable Development Directorate were provided with a:


draft proposed report for comment. All comments were considered and required
changes were reflected in the final proposed report; and



final proposed report for further comments. As part of this process, the Directorates
were offered the opportunity to provide a statement for inclusion in the Summary
chapter.

Statement from the Chief Minister, Treasury and Economic Development
Directorate, the Community Services Directorate and the Environment,
Planning and Sustainable Development Directorate
The ACT Government thanks the Auditor‐General for the opportunity to review and respond to the
Final Proposed Report (the Report). Further comments are outlined below:


as noted in the Report, the development of revenue estimates is complex and there are risks
associated with achieving the forecast revenue from the sale of multi‐unit properties. The
sales strategy continues to be carefully considered in this regard and changes have been
made to the most recent version of the economic model to adjust the revenue estimates
accordingly;
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as approximately half of the sales as part of the public housing renewal program have taken
place, it is still too early to make a final assessment of sales performance. As expected, there
have been some sales results above and some below the modelled outcomes. The actual
sales results received to date, averaged across the six properties sold (Owen Flats, Dickson
Flats, Currong Apartments, Karuah, Allawah Court and Lyneham and De Burgh) equate to
valuation plus 23 per cent. This is consistent with the changes made to the June 2017 version
of the economic model;



while all business cases for the public housing renewal program have now been approved,
the inclusion of sensitivity analysis in future business cases can be considered. A single
recommendation about estimated revenue is still likely to be required as part of any
business case process;



it is noted that the ACT Audit Office has a view that residual values should be treated as
balance sheet items and not included in the financial modelling. It is noted however that
residual values are commonly used as an estimate of the cash inflow at the end of the
evaluation period. As the ACT Audit Office was previously advised, this is highlighted as a
requirement in the Australian National Audit Office’s Better Practice Guide on the Strategic
and Operational Management of Assets by Public Sector Entities4 which on page 79 states
‘cash inflows are incremental income streams for each of the options expected to be
generated…Additionally, they should include the release of capital generally through a sale
(residual value)’. Not including residual values as a cash input in the financial modelling
would not be as accurate a reflection of the value that would be available at that point in
time. This allows comparability between the retain and the renewal scenarios;



while there remain risks associated with the identification and delivery of replacement
public housing dwellings by 30 June 2019, as noted in the Report a range of mitigation
measures are being implemented;



it is acknowledged that the evidence base could be stronger for the use of potential heritage
or Territory Plan Variation impacts in the economic model. As such, the Public Housing
Renewal Taskforce has not used these in the June 2017 version of the economic model, and
will continue to refine the financial analysis based on the advice from the Auditor‐General;
and



as noted in the Report, considerable work has been undertaken to identify the needs and
preferences of public housing tenants relocating as part of the public housing renewal
program. Work will continue with community organisations to support public housing
tenants during the relocation process.

Australian National Audit Office, September 2010,
https://www.anao.gov.au/sites/g/files/net616/f/2011_Strategic_and_operational_management_of_ass
ets_by_public_sector_entities.pdf, accessed 15 June 2017
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INTRODUCTION

ACT Public Housing
1.1

In the ACT, there are close to 11,000 public housing properties that provide long‐term rental
accommodation for people on low to moderate incomes. In 2015‐16, public housing
provided accommodation for 21,850 people, which was 5.51 percent of the ACT population
as at 30 June 2016.

1.2

In 2016 the value of the ACT’s public housing stock was $4.8 billion, which represents
approximately 16.5 percent of the Territory’s total assets. The ACT’s public housing stock is
owned and managed by Housing ACT, which is part of the Community Services Directorate.
In managing the ACT’s public housing, Housing ACT’s objective is:
To provide safe, affordable and appropriate housing that supports tenants and applicants in a
sustainable environment.5

National Partnership Agreement on Asset Recycling
1.3

In March 2014, the Australian Government announced its intention to establish an Asset
Recycling Initiative to stimulate construction and drive economic activity.6 On 2 May 2014,
the Commonwealth of Australia and all Australian states and territories entered into the
National Partnership Agreement on Asset Recycling (the National Partnership Agreement).
Under the National Partnership Agreement, states and territories that sold assets and
reinvested the sale proceeds in new infrastructure could receive an Australian Government
contribution equivalent to 15 percent of the sale proceeds.

1.4

The stated objective of the National Partnership Agreement is:
… to unlock funds from existing State‐owned assets to invest in additional infrastructure that
will support economic growth and enhance productivity.7

1.5

On the signing of the National Partnership Agreement on 2 May 2014, no specific
commitments were made with respect to the assets to be included in the initiative. The
National Partnership Agreement provided that states and territories had until 30 June 2016
to agree with the Australian Government the specific assets to be sold and the additional
infrastructure to be supported, through schedules to the Agreement.

5

Community Services Directorate, Annual Report 2014‐15 [accessed 7 October 2016], Volume 1, p. 96.

6

Media release, Treasurers agree to boost infrastructure, then Treasurer the Honourable Joe Hockey, 28
March 2014.

7

Council of Australian Governments, National Partnership Agreement on Asset Recycling, p. 2.
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1.6

In the 2014‐15 Commonwealth Budget, the Government announced $5.0 billion over five
years to support the Agreement. 8 Australian Government funding associated with the
National Partnership Agreement was to be allocated to states and territories between 2014‐
15 and 2018‐19 and funding was to be provided on a ‘first‐come, first‐served basis’ to the
states and territories.

ACT participation in National Partnership Agreement
1.7

On 17 February 2015, the ACT and Australian Governments signed a schedule to the
National Partnership Agreement that identified ACT assets for inclusion in the initiative and
the infrastructure project to which the proceeds from the sale of the assets and the
Australian Government contribution was to be applied.

1.8

ACT assets to be included in the initiative are:

1.9



ACTTAB;



a range of commercial properties; and



a range of public housing properties.

ACT commercial properties and public housing properties to be included in the initiative are:
Commercial properties


Ambulance Station (Morphett Street, Dickson);



Community Health Building (1 Moore Street, Canberra);



Dame Pattie Menzies House (16 Challis St, Dickson ACT);



Dickson Motor Registry (19 Challis St, Dickson);



MacArthur House (12 Wattle St, Lyneham); and



Visitor Centre (330 Northbourne Ave, Dickson);

Public housing properties

8



Bega Court (Braddon);



Currong Apartments (Braddon);



Allawah Apartments (Braddon);



Dickson Flats and Vacant Land (Dickson);



Garden Flats (Karuah) (Dickson);



Lyneham and DeBurgh (North and South) (Lyneham);



Northbourne Flats (Braddon);

Commonwealth of Australia, Budget Paper No. 2 2014‐15 [accessed 7 October 2016], p. 216.
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Northbourne Flats (Turner);



Owen Flats (Lyneham);



Red Hill Flats (Red Hill);



Strathgordon Court (Lyons); and



Stuart Flats (Griffith).

1.10

The schedule identified that 100 percent of the proceeds from the sale of the assets were
to be invested in the Capital Metro Light Rail Project.

1.11

Since the signing of the initial schedule to the agreement, the ACT and Australian
Governments have agreed to the addition of Gowrie Court at Narrabundah to the list of
public housing properties to be sold for the purpose of participating in the National
Partnership Agreement.

Public Housing Renewal Program
1.12

According to the Program Plan ‐ Public Housing Renewal Program ‘the public housing
renewal program is intended to improve outcomes for public housing tenants in the ACT
and support the renewal of Canberra’s urban areas’.

1.13

As part of the Public Housing Renewal Program, the Government committed to ‘replacing a
minimum of 1,288 public housing dwellings along the Northbourne Avenue corridor and in
other key locations around Canberra’.

1.14

The Program Plan ‐ Public Housing Renewal Program stated:
This renewal will result in the construction and acquisition of modern accommodation for
public housing tenants, with improved amenity and increased energy efficiency. Social
disadvantage will be dispersed while redevelopment along Northbourne Avenue will support
transformative renewal projects including patronage on the proposed light rail system, the
Capital Metro Project.
The sale of selected multi‐unit public housing properties is also part of the ACT Government’s
agreement with the Commonwealth for the Asset Recycling Initiative (ARI). Properties sold
prior to June 2019 will be eligible for an incentive payment that will contribute to supporting
the Capital Metro Project.

1.15

According to the Program Plan ‐ Public Housing Renewal Program:
The public housing renewal program is intended to:


improve outcomes for public housing tenants by improving the overall quality of the
public housing portfolio



support the renewal of Canberra’s urban areas including the delivery of a renewal
program of MUPs along the Northbourne Avenue corridor and at other key locations
outside of Northbourne Avenue
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support the Capital Metro Project through proceeds from the sale of key public
housing assets, support for the [Asset Recycling Initiative], and by increasing
patronage along the Northbourne Avenue corridor



accelerate the renewal and redevelopment of ageing public housing stock (to be
greater than one percent per annum)



deliver Territory Plan Variations to secure improved yield on the MUP sites.

Program roles and responsibilities
1.16

The Public Housing Renewal Program is a complex program which involves a number of
different ACT Government agencies.

Public Housing Renewal Taskforce (Chief Minister, Treasury and Economic Development
Directorate)
1.17

1.18
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The Public Housing Renewal Taskforce was established within the Chief Minister, Treasury
and Economic Development Directorate. According to an April 2015 Memorandum of
Understanding that was agreed between the Chief Minister, Treasury and Economic
Development Directorate (Economic Development) and the Community Services
Directorate, the Taskforce ‘was established in September 2014 to manage, redevelop and
deliver the Program, including’:


‘individual replacement projects for the public housing portfolio on the Northbourne
Avenue corridor’;



‘the redevelopment of public housing multi‐unit properties included in the Program’;
and



‘Omnibus Territory Plan Variations for agreed sites’.

The April 2015 Memorandum of Understanding identifies in considerable detail the role and
responsibilities of the Public Housing Renewal Taskforce. Selected key responsibilities of the
Taskforce are to:


‘work with [Community Services Directorate] to identify assets for inclusion in the
Public Housing Renewal Program (PHRP)’;



‘implement the accelerated program of public housing stock renewal as agreed by the
Minister for Housing, including securing and managing funding of the Program’;



manage public housing assets transferred under the PHRP and prepare them for sale
or redevelopment (including asset demolition)’;



‘manage the sales process associated with the accelerated program of public housing
stock renewal’;



‘secure suitable land for new fit‐for‐purpose public housing units (to replace assets
included as part of the Public Housing Renewal Program)’;
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‘to construct new public housing to replace those Housing ACT properties
redeveloped as part of the Program … the replacement properties will need to meet
the requirements outlined in the Public Housing Asset Management Strategy’;



‘ensure the Program is linked to the transport (light rail) and urban renewal priorities
of Government’; and



‘prepare appropriate business cases and manage budget appropriations for delivery
of the [Public Housing Renewal Program]’.

According to an April 2015 Memorandum of Understanding that was agreed between the
Chief Minister, Treasury and Economic Development Directorate (Economic Development)
and the Community Services Directorate:
Under the Administrative Arrangements (January 2015) the Public Housing Renewal Taskforce
(PHRTF) has been aligned with Economic Development, inclusive of the Land Development
Agency (LDA), due to ED/LDA’s extensive experience in preparing and marketing land and
property for development.

Housing ACT (Community Services Directorate)
1.20

The April 2015 Memorandum of Understanding identifies that ‘the Housing Commissioner
will retain responsibilities under the Housing Assistance Act 2007’. A non‐exhaustive list of
the responsibilities identified in the Memorandum of Understanding include:


‘provision of a fit‐for‐purpose public housing portfolio that accommodates those most
in need’;



‘acceptance of assets delivered by ED under the Program that meet the yield, design
and specification on sites that have been approved by Housing ACT’; and



‘asset replacement where the asset is not targeted for redevelopment under the
Public Housing Renewal Program’.

Public Housing Renewal Steering Committee
1.21

The April 2015 Memorandum of Understanding identifies that the Public Housing Renewal
Program ‘will be overseen by the Directors General Public Housing Renewal Steering
Committee and in line with the roles and responsibilities in this MOU’. Administrative and
secretarial support for the Public Housing Renewal Steering Committee is to be provided by
the Public Housing Renewal Taskforce.

1.22

The Terms of reference for the Public Housing Renewal Steering Committee state:
The Steering Committee will provide oversight of the public housing renewal program
including the following works to be undertaken by the Public Housing Renewal Taskforce
(Taskforce), Housing ACT, Land Development Agency (LDA) and the Environment and Planning
Directorate (EPD):


development of a public housing renewal program, risk management plan and
communications strategy by the Taskforce
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the development of a tenant relocation strategy and the relocation of tenants by the
Taskforce and Housing ACT



implementation of required planning changes by the Taskforce and EPD



preparation and implementation of a land supply and construction program by the
Taskforce



the development of a sales strategy for the multi unit properties by the LDA



preparation of business cases for the redevelopment of identified multi unit
properties and procurement of replacement dwellings by the Taskforce



preparation of six monthly reports to Cabinet by the Taskforce.

Audit objective and scope
1.23

The objective of this audit is to provide an independent opinion to the Legislative Assembly
on the effectiveness of the management of the program of public housing renewal under
the Asset Recycling Initiative.

1.24

The audit focused on those matters associated with the program of public housing renewal
related to the ACT's participation in the National Partnership Agreement on Asset Recycling,
including:
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the establishment of the requirement for, and subsequent acquisition of, new
housing (including the identification of properties for disposal); and



the relocation of public housing tenants.

The audit did not extend to a more general consideration of the ACT's contribution to the
development of the National Partnership Agreement on Asset Recycling. The scope and
structure of the Agreement was settled between governments after extensive negotiations.

Audit criteria, approach and method
1.26
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The audit objective was assessed using the following criteria:


the identification of public housing stock for disposal and the determination of the
necessary characteristics of the replacement housing stock was sound, and the
assessment of options for the provision of the replacement housing was
comprehensive and well founded;



appropriate arrangements have been put in place to manage the acquisition of new
properties in accordance with the overall timing and within the specific conditions
required under the National Partnership Agreement on Asset Recycling; and



appropriate arrangements have been put in place to relocate affected tenants to
suitable replacement housing in accordance with the overall timing of the project.
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The audit adopted the Office’s Performance Audit Methods and Practices (PAMPr) and
related policies, practice statements and guidance papers. These policies and practices have
been designed to comply with the requirements of the Auditor‐General Act 1996 and
relevant professional standards (including ASAE 3500 – Performance Engagements).

1.28

The audit approach and method consisted of:
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reviewing relevant literature, and work undertaken on this subject by other
jurisdictions to identify better practices;



review of the financial model underpinning the renewal program and the related
business cases;



identifying and reviewing relevant information and documentation including the
governance and accountability framework, arrangements for coordination and
consultation between relevant agencies, and related policy and procedures, research
documents, and relevant reports;



identifying and documenting controls and procedures used to give effect to the
program delivery;



interviews and discussion with key staff at the selected agencies and departments and
other stakeholders;



consultation with community and affected tenants to explore issues and assess
planning and communication (undertaken by Reilly Associates, refer to paragraph
5.76); and



consultation with the Chief Minister on the disclosure of ‘deliberative information’ in
the audit report.

The Audit Office also engaged the services of Resolution Consulting Services to assist with
the audit, specifically with respect to reviewing financial modelling associated with the
Public Housing Renewal Program.

Disclosure of deliberative information
1.30

1.31

Section 20 of the Auditor‐General Act 1996 (the Act) relates to the disclosure of ‘deliberative
information’ in Audit Office reports. Section 20 of the Act provides that the Auditor‐General
may only include ‘deliberative information’ in a report:


if the Auditor‐General considers that it is in the ’public interest’ to do so; and



after consulting with the Chief Minister.

‘Deliberative information’ is defined in the Act as ‘information that discloses a deliberation
or decision of the Executive’.
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Reference to documents provided to Cabinet
1.32

This audit report refers to, and includes information from, key documents that were
provided to Cabinet including:


a March 2014 submission to the Capital Metro Sub‐committee of Cabinet;



a June 2014 submission provided to Cabinet;



a November 2014 submission provided to Cabinet; and



a series of Business Cases for the sale and replacement of the public housing sites
provided to Cabinet between December 2014 and April 2017.

1.33

While it is not considered that the Business Cases reveal Executive deliberations or record
the decision of the Executive it is noted that this material was presented to Cabinet.
Material in Business Cases is considered not to comprise ‘information that discloses a
deliberation or decision of the Executive’ within the definition of ‘deliberative information’
in the dictionary to the Act.

1.34

Material other than the Business Cases listed in paragraph 1.32 may represent ‘deliberative
information’. It is therefore treated as being ‘deliberative information’.

Reasons why the Audit Office considers that the inclusion of ‘deliberative information’
in this report is in the ‘public interest’
1.35
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‘Deliberative information’ that may be contained in the Cabinet submissions used to
support the findings and conclusions of this audit has been referenced and sometimes
quoted. This was done in the public interest because the ‘deliberative information’:


represents the only available evidence, or the most reliable and accurate evidence,
that the Audit Office was able to locate; and



represents important evidence that was considered by the Auditor‐General in forming
an independent opinion. Such evidence needs to be transparent to hold the
ACT Government to account, and also the Auditor‐General for the audit opinion. Its
inclusion also promotes public understanding on an important issue.
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Consultation with the Chief Minister
1.36

In the interests of transparency and open communication, on 22 May 2017 the Chief
Minister was provided with extracts of the draft proposed report, including extracts
referencing the Business Cases and extracts referencing the Cabinet submissions
(mentioned in paragraph 1.32). The Chief Minister advised:
Whilst I do not have specific concerns with the material that you are relying on for the purpose
of your audit, there are multiple sources that could be drawn on to inform your performance
audit. I believe the focus should not necessarily be on the material prepared for the Executive
or material that have been provided to the Executive.
I appreciate the primacy of Executive documents, but I encourage you to undertake wide
research so as not to overly rely on the release of deliberative material.

1.37

The Audit Office notes that the Chief Minister did not have ‘specific concerns with the
material that you are relying on for the purpose of your audit’ but encouraged ‘wide
research so as not to overly rely on the release of deliberative material’. In response the
Audit Office reviewed the use of the material and sought alternative sources of evidence
where possible. As a result, changes were made to the report and some references removed.
Information referenced and quoted has been judiciously selected to ensure that only the
most relevant and appropriate material is included in this report.
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2

GOVERNANCE AND ADMINISTRATIVE
ARRANGEMENTS

2.1

This chapter discusses the governance and administrative arrangements for the Public
Housing Renewal Program. This includes consideration of program roles and responsibilities,
program planning and risk management arrangements and monitoring and oversight.

Summary
Conclusion
Conclusion
Sound governance and administrative arrangements have been established for the Public Housing
Renewal Program. However, supporting Benefits Management could be improved by the ACT
Government identifying and reporting how benefits are being managed, tracked and monitored.
Chapter Summary
Effective oversight of the program is provided by the Public Housing Renewal Steering Committee,
which involves representation by a range of ACT Government executives and managers. The
management of the program is supported by clearly defined roles and responsibilities. There is
regular reporting to the Public Housing Renewal Steering Committee and other stakeholders,
including Cabinet and the Minister.
The Public Housing Renewal Taskforce has committed to a Benefits Management approach and
identified the high‐level benefits expected from the program in its Program Plan – Public Housing
Renewal Program. However, there is a need to outline how benefits are being managed, tracked
and monitored.

Key findings
Paragraph
Roles and responsibilities for the administration of the Public Housing Renewal
Program are well established and documented. The respective roles and
responsibilities of the Public Housing Renewal Taskforce (within Chief Minister,
Treasury and Economic Development Directorate) and Housing ACT (within
Community Services Directorate) are overseen by a director‐general level Public
Housing Renewal Steering Committee and are governed by a Memorandum of
Understanding between the two directorates. The Memorandum of Understanding
also provides for dispute resolution mechanisms to be applied in the event of
disagreement between the directorates.
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The Program Plan ‐ Public Housing Renewal Program was endorsed by the Public
Housing Renewal Steering Committee in June 2015 and reviewed in October 2015
and November 2016. It is an important means of coordinating through specifying
milestones and deliverables/outputs associated with the Public Housing Renewal
Program and assigning roles for these milestones and deliverables/outputs, including
responsibility and accountability for action and delivery. The Program Plan ‐ Public
Housing Renewal Program also includes project Gantt charts, which show detailed
breakdowns of work activities and associated timeframes.

2.22

A Risk Management Plan and associated Risk Register have been developed for the
Public Housing Renewal Program. The Risk Management Plan identifies four
strategic risks associated with the program and the associated Risk Register identifies
ten risks (one Extreme, four High and five Medium). In accordance with ACT
Insurance Authority guidance, the Risk Register identifies the sources for the risk, the
owner of the risk, existing controls for the risk and further actions to be taken to
control the risk, and a rating for each risk before and after existing controls and
further action to be taken. The Risk Register also identifies monitoring and reviewing
activities and responsibilities for the risks. An October 2015 review of the Public
Housing Renewal Taskforce’s risk management activities (ACT Public Housing
Renewal Taskforce Review) identified that the development of ‘a more mature risk
management strategy’ should be a high priority and identified a three month
timeframe for its implementation. The Taskforce amended its Risk Management
Plan and associated Risk Register in response to the review.

2.37

Progress on the implementation of the Public Housing Renewal Program is reported
through a number of different fora, including regular reporting to the Public Housing
Renewal Steering Committee, six monthly reporting to Cabinet and fortnightly
reporting to the relevant Minister. The frequency and coverage of the reporting
provides tailored information to relevant stakeholders on the implementation of the
program.

2.50

The Public Housing Renewal Steering Committee has endorsed a program of internal
audits to provide assurance on the implementation of the Public Housing Renewal
Program. In October 2015 a major review of the governance and administrative
arrangements associated with the Public Housing Renewal Taskforce was
undertaken by PWC, which identified that ‘the Taskforce has established many of the
elements of a governance framework which supports program and project
management activities appropriately’.

2.55

The ACT Public Housing Renewal Taskforce Review (October 2015) recommended
the development and implementation of a Benefits Realisation Plan as part of a
broader Benefits Realisation Strategy. The Public Housing Renewal Taskforce
identified that it agreed to the recommendation and had already addressed the

2.67
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recommendation, through the incorporation of benefits in the Program Plan ‐ Public
Housing Renewal Program. However, detailed information is needed in relation to
how these benefits are being managed, tracked and monitored.

Program roles and responsibilities
2.2

The Public Housing Renewal Program is a complex program which involves a number of
different ACT Government agencies. It is incumbent on the ACT Government to have
appropriate administrative arrangements in place, including clearly defined roles and
responsibilities for the administration of the program. The Audit Office considered whether
roles and responsibilities for the administration of the program were clearly defined and
documented and whether there were clear responsibilities established for the oversight of
the program.

Memorandum of Understanding
2.3

In April 2015 a Memorandum of Understanding was agreed between the Chief Minister,
Treasury and Economic Development Directorate (Economic Development) and the
Community Services Directorate. The Memorandum of Understanding was agreed between
the directors‐general of Economic Development and the Community Services Directorate.

2.4

The purpose of the Memorandum of Understanding was to ‘[set] out the understanding
between the two parties … in relation to the efficient delivery of the Public Housing Renewal
Program (‘The Program’) … by the Public Housing Renewal Task Force (PHRTF)’. The
Memorandum of Understanding is intended to:

2.5



‘promote a mutually beneficial relationship between the parties’;



‘facilitate ongoing discussion between them’; and



‘assist them to meet the ACT Government’s key priorities, notably an accelerated
program for public housing stock renewal and linkages with Capital Metro and City to
the Lake’.

The Memorandum of Understanding provides that ‘the parties will work in good faith to
manage any disputes that arise during the delivery of the Program’ and that ‘matters unable
to be resolved at an officer level will be escalated to Directors General ED and [Community
Services Directorate] for resolution’.

Public Housing Renewal Steering Committee
2.6

The April 2015 Memorandum of Understanding identifies that the Public Housing Renewal
Program ‘will be overseen by the Directors General Public Housing Renewal Steering
Committee and in line with the roles and responsibilities in this MOU’. Administrative and
secretariat support for the Public Housing Renewal Steering Committee is to be provided
by the Public Housing Renewal Taskforce.
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2.7

The Public Housing Renewal Steering Committee was established in August 2014. Terms of
reference for the Committee have been developed and were initially agreed in October
2014 before being reviewed and revised in September 2015. The terms of reference provide:
The Steering Committee will provide oversight of the public housing renewal program
including the following works to be undertaken by the Public Housing Renewal Taskforce
(Taskforce), Housing ACT, Land Development Agency (LDA) and the Environment and Planning
Directorate (EPD):
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development of a public housing renewal program, risk management plan and
communications strategy by the Taskforce



the development of a tenant relocation strategy and the relocation of tenants by the
Taskforce and Housing ACT



implementation of required planning changes by the Taskforce and EPD



preparation and implementation of a land supply and construction program by the
Taskforce



the development of a sales strategy for the multi unit properties by the LDA



preparation of business cases for the redevelopment of identified multi unit
properties and procurement of replacement dwellings by the Taskforce



preparation of six monthly reports to Cabinet by the Taskforce

Roles and responsibilities for the administration of the Public Housing Renewal Program are
well established and documented. The respective roles and responsibilities of the Public
Housing Renewal Taskforce (within Chief Minister, Treasury and Economic Development
Directorate) and Housing ACT (within Community Services Directorate) are overseen by a
director‐general level Public Housing Renewal Steering Committee and are governed by a
Memorandum of Understanding between the two directorates. The Memorandum of
Understanding also provides for dispute resolution mechanisms to be applied in the event
of disagreement between the directorates.

Public Housing Renewal Taskforce
2.9
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The Public Housing Renewal Taskforce was established within the Chief Minister, Treasury
and Economic Development Directorate. According to an April 2015 Memorandum of
Understanding that was agreed between the Chief Minister, Treasury and Economic
Development Directorate (Economic Development) and the Community Services
Directorate, the Taskforce ‘was established in September 2014 to manage, redevelop and
deliver the Program, including’:


‘individual replacement projects for the public housing portfolio on the Northbourne
Avenue corridor’;



‘the redevelopment of public housing multi‐unit properties included in the Program’;
and



‘Omnibus Territory Plan Variations for agreed sites’.
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2.10

2.11

The April 2015 Memorandum of Understanding identifies in considerable detail the role and
responsibilities of the Public Housing Renewal Taskforce. Selected key responsibilities of the
Taskforce are to:


‘work with [Community Services Directorate] to identify assets for inclusion in the
Public Housing Renewal Program (PHRP)’;



‘implement the accelerated program of public housing stock renewal as agreed by the
Minister for Housing, including securing and managing funding of the Program’;



manage public housing assets transferred under the PHRP and prepare them for sale
or redevelopment (including asset demolition)’;



‘manage the sales process associated with the accelerated program of public housing
stock renewal’;



‘secure suitable land for new fit‐for‐purpose public housing units (to replace assets
included as part of the Public Housing Renewal Program);



‘to construct new public housing to replace those Housing ACT properties
redeveloped as part of the Program … the replacement properties will need to meet
the requirements outlined in the Public Housing Asset Management Strategy’;



‘ensure the Program is linked to the transport (light rail) and urban renewal priorities
of Government’; and



‘prepare appropriate business cases and manage budget appropriations for delivery
of the PHRP’.

According to an April 2015 Memorandum of Understanding that was agreed between the
Chief Minister, Treasury and Economic Development Directorate (Economic Development)
and the Community Services Directorate:
Under the Administrative Arrangements (January 2015) the Public Housing Renewal Taskforce
(PHRT) has been aligned with Economic Development, inclusive of the Land Development
Agency (LDA), due to ED/LDA’s extensive experience in preparing and marketing land and
property for development.

2.12

The April 2015 Memorandum of Understanding identifies that ‘the Housing Commissioner
will retain responsibilities under the Housing Assistance Act 2007’. A non‐exhaustive list of
the responsibilities identified in the Memorandum of Understanding include:


‘provision of a fit‐for‐purpose public housing portfolio that accommodates those most
in need’;



‘acceptance of assets delivered by ED under the Program that meet the yield, design
and specification on sites that have been approved by Housing ACT’; and



‘asset replacement where the asset is not targeted for redevelopment under the
Public Housing Renewal Program’.
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Program planning
2.13

The Public Housing Renewal Program is a complex program which involves a number of
different ACT Government agencies, various program outcomes and objectives,
stakeholders and interdependencies. It is important that there is effective program planning
in place to guide the delivery of the program.

Program Plan ‐ Public Housing Renewal Program
2.14

In June 2015 the Program Plan ‐ Public Housing Renewal Program was endorsed by the
Public Housing Renewal Steering Committee. This followed the preparation and circulation
of various drafts in April and May 2015. The Program Plan ‐ Public Housing Renewal Program
was reviewed and further revised in October 2015 and November 2016.

2.15

The Program Plan ‐ Public Housing Renewal Program ‘is the high‐level management
document for the program’ and ‘is owned, maintained and used by the Public Housing
Renewal Taskforce (Taskforce) to ensure the delivery of defined program outcomes’.

2.16

The Program Plan ‐ Public Housing Renewal Program includes information on the program’s:
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description, including:
 the program’s purpose and objectives;
 milestones, deliverables, outputs and responsibilities;
 program assumptions and constraints;
 program scope;
 expected and intended benefits of the program; and
 related projects and programs;



communication and engagement arrangements, including:
 key project stakeholders; and
 project oversight arrangements:



governance arrangements, including:
 program and project management arrangements; and
 risk management and change management activities;



quality assurance arrangements, including:
 quality management activities; and
 evaluation and audit;



resource management arrangements, including:
 budget and expenditure; and
 personnel and staffing.
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Milestones and deliverables/outputs
2.17

2.18

The Program Plan ‐ Public Housing Renewal Program identifies milestones and
deliverables/outputs associated with the Public Housing Renewal Program. For each
milestone associated with the Public Housing Renewal Program the Program Plan identifies
ACT Government agencies according to whether they are:


responsible;



accountable;



consulted; or



informed.

Most of the milestones and deliverables/outputs identified in the Program Plan ‐ Public
Housing Renewal Program identify that the Public Housing Renewal Taskforce within the
Chief Minister, Treasury and Economic Development Directorate is both responsible and
accountable for the delivery of the activities, with input or consultation from the
Environment, Planning and Sustainable Development Directorate and Housing ACT and in
some instances Economic Development Directorate and Treasury. Some exceptions,
however, include:


tenant relocation activities, which are the responsibility of Housing ACT;



planning changes and variations, which are the responsibility of the Environment,
Planning and Sustainable Development Directorate; and



sales of the public housing properties, which are the responsibility of the Land
Development Agency.

Process charts
2.19

The Program Plan ‐ Public Housing Renewal Program is supported by a number of process
charts for key activities associated with the delivery of the Program, which are included as
appendices to the Plan. The Program Plan ‐ Public Housing Renewal Program (November
2016) includes nine process charts, which provide guidance on the workflows associated
with key activities, including:


business case development ‐ the process ‘outlines the steps involved in preparation of
business cases related to the public housing renewal program’;



land and design ‐ the process ‘facilitates the development of the land supply program
and identification of sites for the public housing renewal program’;



construction ‐ the process ‘facilitates the delivery of new public housing properties
through an agreed novated Design then Construct model’;



construction (novated) ‐ the process ‘facilitates the delivery of new public housing
properties through an agreed novated Design then Construct model’;
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site substitution ‐ the process ‘facilitates changes from the agreed processes including
substitution of land supply or identifying other agreed solutions’;



tenant relocation ‐ the process ‘facilitates the delivery of assisting tenants to relocate
to their new property with the assistance of both Housing ACT and the Public Housing
Renewal Taskforce’;



preparation of [Asset Recycling Initiative] sites for sale ‐ the process ‘facilitates access
to Multi‐Unit Property (MUP) sites identified in the public housing renewal program
for the purpose of due diligence checks’;



EOI I Negotiation Process ‐ the process ‘outlines post EOI negotiations including
advice and agreement from the Taskforce, Housing ACT (HACT), Colliers international
and the individual proponents for the purchase of suitable properties’; and



EOI II Process ‐ the process ‘outlines the process for the second EOI including
evaluation, valuation and negotiations, approvals, conveyancing and transfers to the
Commissioner for Social Housing’.

The Program Plan ‐ Public Housing Renewal Program (November 2016) includes nine
process charts, compared with the October 2015 version of the program plan, which
includes six process charts. The revised process charts demonstrate the changes to the
management and implementation of the program, and the changes to methods of delivery.

Program Timeline
2.21

2.22
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The Program Plan ‐ Public Housing Renewal Program also includes project Gantt charts:


Public Housing Renewal Program Timeline, which shows a detailed breakdown of
work activities and associated timeframes for the delivery of administrative aspects of
the Program. A range of governance, administrative and property‐specific actions are
shown in the Gantt chart; and



Master Construction Program, which shows a detailed breakdown of work activities
and associated timeframes for the design, procurement and construction of
replacement public housing dwellings.

The Program Plan ‐ Public Housing Renewal Program was endorsed by the Public Housing
Renewal Steering Committee in June 2015 and reviewed in October 2015 and November
2016. It is an important means of coordinating through specifying milestones and
deliverables/outputs associated with the Public Housing Renewal Program and assigning
roles for these milestones and deliverables/outputs, including responsibility and
accountability for action and delivery. The Program Plan ‐ Public Housing Renewal Program
also includes project Gantt charts, which show detailed breakdowns of work activities and
associated timeframes.
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Risk management
2.23

The Public Housing Renewal Program is a complex program which involves a number of
different ACT Government agencies, various program outcomes and objectives,
stakeholders and interdependencies. It is important that there be effective risk
management in place to identify, manage and monitor risks to the achievement of the
program’s objectives.

Risk Management Plan
2.24

A Risk Management Plan has been developed for the Public Housing Renewal Program, and
is included as an appendix to the Program Plan ‐ Public Housing Renewal Program.
According to the Risk Management Plan, it ‘has been prepared by the Public Housing
Renewal Taskforce as a comprehensive approach to managing the risks associated with the
public housing renewal program’. The Risk Management Plan was first endorsed by the
Public Housing Renewal Steering Committee in July 2015, following the preparation and
circulation of various drafts between May 2015 and July 2015. The Risk Management Plan
includes a Risk Register as an attachment.

2.25

According to the Program Plan ‐ Public Housing Renewal Program, the Risk Management
Plan is to be formally reviewed every three months. Since its initial endorsement in July
2015, the Risk Management Plan has been reviewed and re‐endorsed by the Public Housing
Renewal Steering Committee in December 2015, June 2016, September 2016, February
2017 and May 2017.

2.26

The Risk Management Plan was intended to be ‘broad as it is an overarching approach to
the program’ and it covers a range of risks across different facets of the Public Housing
Renewal Program. However, the Risk Management Plan also identifies a number of areas
and sources of risk that are not within its scope, including the following two key areas:


‘management of Asset Recycling Initiative (ARI) reporting and liaison with the
Commonwealth’; and



‘management of the disposal of the multi unit properties’.

Identified risks
2.27

The Risk Register attached to the Risk Management Plan has identified ten risks associated
with the public housing renewal program under the following categories:


strategic;



reputation and image;



financial;



stakeholder management;



people;
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2.28

2.29

2.30
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compliance/regulation; and



commercial.

The Risk Management Plan (September 2016) identified four key strategic risks ‘which may
affect the successful implementation of the public housing renewal program’ and provides
a summary of the risks, associated mitigation actions and mitigation milestones. These
strategic risks are:


unsatisfied tenants or failure to meet tenant preferences for relocation;



community objections;



insufficient available land; and



insufficient funding and failure to deliver net return to Government.

The Risk Register (September 2016) identifies ten risks:


public housing renewal program unable to be achieved due to community objections
(High);



program fails to achieve an overall net positive return to the ACT Government budget
(High);



insufficient supply of appropriate land (High);



[Public Housing Renewal Taskforce] fails to meet Minister’s expectations, government
and policy objectives and public commitments (High);



delays caused by other agencies during approvals process (Medium);



breaches of Work Health and Safety (WHS) legislation occur as part of public housing
renewal program (Extreme);



Taskforce fails to comply with legislative and regulatory requirements including
records management, reporting, procurement and financial management (Medium);



insufficient industry capacity to participate in public housing renewal program
(Medium);



[Public Housing Renewal Taskforce] fails to adequately address tenant needs including
relocation preferences through public housing renewal program (Medium); and



[Public Housing Renewal Taskforce] fails to align with the future direction of Housing
ACT (Medium).

The Risk Register (September 2016) also identifies, in accordance with the ACT Insurance
Authority guidance, the sources for the risk, the owner of the risk, existing controls for the
risk and further actions to be taken to control the risk, and a rating for each risk before and
after existing controls and further action to be taken. The Risk Register (September 2016)
also identified monitoring and reviewing activities and responsibilities for the risks.
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Cost‐based risks
2.31

According to the Risk Management Plan ‘a cost‐based risk assessment has been undertaken
for the public housing renewal program to identify the ‘P90 contingency’ required to ensure
there is a 90 per cent probability that the program can be delivered within the program
budget’. According to the Risk Management Plan:
The P90 contingency is 13 per cent, or $64.5 million. This means that if the ACT Government
provides the original budget (as per recurrent funding and business cases) plus a contingency
of $64.5 million, there is a 90 per cent chance that the public housing renewal program will be
delivered on time and within budget.
The most significant cost based risks are identified as land supply and external infrastructure
upgrades. These both have significant cost implications if realised. Treatments are in place to
mitigate these as best as possible, however these issues are somewhat outside of the control
of the Taskforce. These risks are incorporated in the Risk Register.

Reporting and monitoring of risks
2.32

According to the Risk Management Plan, ‘regular reporting on risks will take place through
regular [Public Housing Renewal Taskforce] managers’ meetings, along with Work Health
and Safety (WHS) reporting through the RiskMan system and the Contract Management
System’. Furthermore, ‘risks will be escalated as needed through the Executive within [Chief
Minister, Treasury and Economic Development Directorate] and will also be reported to the
Steering Committee’.

PWC review recommendations
2.33

The ACT Public Housing Renewal Taskforce Review (October 2015) report considered the
effectiveness of the Public Housing Renewal Taskforce’s approach to risk management. The
ACT Public Housing Renewal Taskforce Review (October 2015) stated:
The core components for effective risk management have been developed, however there is
an opportunity for refinement to ensure closer alignment with ISO 31000:2009. The
development of a more mature risk management strategy is fundamental for setting the tone
of all risk management activities for the Taskforce moving forward.

2.34

The ACT Public Housing Renewal Taskforce Review (October 2015) recommended:
Improve management of risks by ensuring there is a clear process in place to identify and
action risks at the project level, currently risks are only listed in the Business Cases with no
detail pertaining to the severity and on‐going management of site specific risks.
Develop an overarching risk appetite statement required to drive all elements of the risk
framework. This statement needs to refer to the appetite and tolerance levels for time, cost
and safety.
The Program Risk Management Strategy in its current state lacks details on the following areas
(as per ISO 31000:2009 ‐ Risk management ‐ Principles and guidelines):
‐

Risk management approach

‐

Risk Hierarchy

‐

Risk Framework

‐

Primary Stakeholders
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‐

Steps for Risk Management

2.35

The ACT Public Housing Renewal Taskforce Review (October 2015) also identified that an
example of a ‘Risk Management Strategy that addresses the points above’ was provided to
the Public Housing Renewal Taskforce for its consideration.

2.36

In response to the recommendation, the Public Housing Renewal Taskforce advised:
The Taskforce supports the [recommendations] and in response has initiated the following:
a)

2.37

Incorporating information about the risk management approach, risk appetite
statement, risk hierarchy, risk framework and primary stakeholders into the Risk
Management Plan for the public housing renewal program.

A Risk Management Plan and associated Risk Register have been developed for the Public
Housing Renewal Program. The Risk Management Plan identifies four strategic risks
associated with the program and the associated Risk Register identifies ten risks (one
Extreme, four High and five Medium). In accordance with ACT Insurance Authority guidance,
the Risk Register identifies the sources for the risk, the owner of the risk, existing controls
for the risk and further actions to be taken to control the risk, and a rating for each risk
before and after existing controls and further action to be taken. The Risk Register also
identifies monitoring and reviewing activities and responsibilities for the risks. An October
2015 review of the Public Housing Renewal Taskforce’s risk management activities (ACT
Public Housing Renewal Taskforce Review) identified that the development of ‘a more
mature risk management strategy’ should be a high priority and identified a three month
timeframe for its implementation. The Taskforce amended its Risk Management Plan and
associated Risk Register in response to the review.

Program oversight and reporting
2.38

The Public Housing Renewal Program is a complex program which involves a number of
different ACT Government agencies, various program outcomes and objectives,
stakeholders and interdependencies. It is important that there be effective monitoring and
reporting mechanisms in place to provide government decision‐makers with relevant and
timely information on the delivery of the program.

2.39

The Program Plan ‐ Public Housing Renewal Program (October 2015) identifies that the
Public Housing Renewal Taskforce ‘is subject to a number of existing reporting requirements
that require evaluation of the program. These include six monthly reports to Cabinet, and
input to the [Chief Minister, Treasury and Economic Development Directorate] Annual
Report’.

Program oversight and reporting
2.40
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Oversight of the management and implementation of the Public Housing Renewal Program
is primarily achieved through ongoing oversight by, and reporting to, the Public Housing
Renewal Steering Committee.
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2.41

There is also six‐monthly reporting to Cabinet and fortnightly reporting to the Minister.

Oversight by the Public Housing Renewal Steering Committee
2.42

The Public Housing Renewal Steering Committee is a key feature of the governance and
administrative arrangements for the Public Housing Renewal Program. According to its
terms of reference, the Public Housing Renewal Steering Committee is to meet
approximately every six weeks. This frequency has been achieved, with the committee
meeting 24 times since August 2014.

2.43

The Public Housing Renewal Steering Committee is comprised of:


the Director‐General of the Community Services Directorate (Chair);



the Under Treasurer (Chief Minister, Treasury and Economic Development
Directorate);



the Director‐General, Economic Development (Chief Minister, Treasury and Economic
Development Directorate);



Coordinator‐General, Urban Renewal (Chief Minister, Treasury and Economic
Development Directorate);



Deputy Director‐General (Environment, Planning and Sustainable Development
Directorate);



Executive Director, Public Housing Renewal Taskforce (Chief Minister, Treasury and
Economic Development Directorate); and



Executive Director, Housing and Community Services (Community Services
Directorate).

2.44

Minutes of meetings of the Public Housing Renewal Steering Committee are maintained,
which identify action items, persons responsible and due dates. Meetings of the Public
Housing Renewal Steering Committee are typically attended by a range of other directorate
executives and officers, who provide information and advice as needed.

2.45

Key agenda items that are a feature of meetings of the Public Housing Renewal Steering
Committee, include:


Cabinet, which includes a discussion on progress in the preparation of relevant
briefings and submissions for Cabinet;



Work Health and Safety, which includes discussion of work health and safety issues
associated with the program;



Risk Management, which includes discussion of any reviews or changes to the Risk
Management Plan and Risk Register;



Land Supply and Purchases, which includes a discussion of actions taken to identify
and secure land supply for the provision of replacement public housing;
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Tenant Relocation, which includes a discussion on activities taken to support tenants’
relocation; and



the Financial Report (previously known as the Financial and Construction Report).

The Financial Report
2.46

The purpose of the Financial Report is to ‘establish a means of formal, regular reporting on
the status of the program to key stakeholders’. The Financial Report includes:


information on expenditure associated with capital works projects associated with the
Public Housing Renewal Program, including summary information on expenditure and
commitments against funding approved through the various Business Cases;



information on Government Payment for Outputs expenditure associated with the
Public Housing Renewal Program, including the Public Housing Renewal Taskforce’s
recurrent costs and site disposal and tenant relocation costs associated with each of
the Business Cases;



a detailed report on the transfer of new public housing assets to Housing ACT. The
report identifies the location of prospective public housing assets for transfer to
Housing ACT, the delivery model for the new public housing asset, original and revised
forecast construction (or purchase) completion dates and the proposed date for the
transfer of the asset to Housing ACT; and



individual project construction reports. These reports identify the expected timing of
various activities associated with the construction of replacement public housing
dwellings, progress on the completion of the various activities and any mitigation
measures identified.

Six‐monthly reporting to Cabinet
2.47

2.48
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Six monthly reports are provided to Cabinet on the implementation of the Public Housing
Renewal Program. The first six‐monthly update was provided to Cabinet in April 2015. Since
April 2015 three more six‐monthly reports have been provided as follows:


September 2015;



March 2016; and



December 2016.

Six‐monthly reports to Cabinet have typically reported on a range of activities associated
with the Public Housing Renewal Program, including progress on the identification of
replacement public housing dwellings, progress on the implementation of the various
Business Cases and tenancy relocation activities.
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Fortnightly reporting to the Minister
2.49

Since October 2014 fortnightly briefs have been provided to the relevant Minister. The
fortnightly briefs have provided information on the progress of the Public Housing Renewal
Program, including progress on the replacement of public housing dwellings, tenancy
relocation activities and financial expenditure.

2.50

Progress on the implementation of the Public Housing Renewal Program is reported
through a number of different fora, including regular reporting to the Public Housing
Renewal Steering Committee, six monthly reporting to Cabinet and fortnightly reporting to
the relevant Minister. The frequency and coverage of the reporting provides tailored
information to relevant stakeholders on the implementation of the program.

Program assurance
2.51

The Program Plan ‐ Public Housing Renewal Program (October 2015) stated:
The Taskforce is agreeing a program of internal audits with the [Chief Minister, Treasury and
Economic Development Directorate] Audit and Risk Committee and the first of these, focusing
on program governance, has been completed. The initial internal audit focused on program
governance arrangements. Further internal audits are proposed for specific elements of the
public housing renewal program, including procurement processes, financial management and
records management.

2.52

Table 2‐1 shows the topic and timing of both internal and external audits that have been
scheduled for the Public Housing Review Program, as well as progress in their conduct and
implementation.

Table 2‐1

Public Housing Renewal Program – proposed audit schedule

Review Topic

Timing

Progress

Project Health Check

Q2 – 2017

Updated Audit Schedule
provided to the Committee in
February 2017 indicates that
this audit is to commence. No
change to timing.

Q1 – 2016 and
Q3 – 2019

May 2016 – Audit of the
Expression of Interest
Procurement Process

‐

program governance and
documentation

‐

financial and economic management

‐

procurement and contract
management

‐

scheduling

Purchasing projects (eg. Expressions of
Interest)
‐

procurement

‐

financial management

‐

records management

‐

contract management
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Review Topic

Timing

Progress

Construction projects (eg. replacement
housing)

Q2 – 2016 and
Q3 – 2019

Updated Audit Schedule
provided to the Committee in
February 2017 indicates that a
firm has been engaged to
review three construction
projects and that the audit is
intended to review compliance
and record keeping.

Financial and economic management tracking
and reporting

Q1 – 2018 and
Q3 – 2019

Updated Audit Schedule
provided to the Committee in
February 2017 indicates that
these audits are to commence.
No change to timing.

Communications and engagement

Q3 – 2016

This audit was removed from
the Updated Audit Schedule
provided to the Committee in
February 2017.

Q1 – 2016; Q1 –
2018; Q1 – 2019;
and

Updated Audit Schedule
provided to the Committee in
February 2017 indicates that
these audits are to commence.
No change to timing.

‐

procurement

‐

financial management

‐

records management

‐

contract management

‐

quality (eg. timeliness, thoroughness,
meeting guidelines of International
Association of Public Participation)

‐

frequency (eg. regularity)

Records management compliance

Q3 – 2019
Land transfers and authorisations

Q1 – 2016 and
Q3 – 2019

January 2017 – Audit of Land
Transfers

Asset Recycling Initiative program review,
including public housing

Q4 – 2016

Updated Audit Schedule
provide to the Committee in
February 2017 indicates that
this audit is being conducted
by the Auditor‐General and is
due for completion in Q2 –
2016

Source:

ACT Audit Office

PWC review
2.53

In October 2015 PWC completed a review of the Public Housing Renewal Taskforce. The ACT
Public Housing Renewal Taskforce Review (October 2015) examined a range of governance
and administrative arrangements associated with the Taskforce. The ACT Public Housing
Renewal Taskforce Review (October 2015) concluded:
The Taskforce has established many of the elements of a governance framework which
supports program and project management activities appropriately. The nature of the work
undertaken by the Taskforce involves multiple stakeholder groups (internal and external) and
a number of complex interdependencies throughout different phases of the program.
This review identified a number of key governance and project elements in place which
operate in a manner which is both fit‐for‐purpose and pragmatic to achieve planned
outcomes. Notwithstanding this, the review also found that there remains scope for
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strengthening some of the program/project management elements in order to achieve the
objectives of the Taskforce.

2.54

The ACT Public Housing Renewal Taskforce Review (October 2015) made 17
recommendations for improvement across 12 areas. The areas to which the
recommendations related were categorised as a high, medium or low ‘risk and priority’.
Two areas were identified as a high ‘risk and priority’; ‘managed risks and opportunities’
and ‘focussed benefits management’. The recommendation associated with ‘managed risks
and opportunities’ was discussed in paragraphs 2.33 to 2.37. The recommendation
associated with ‘focussed benefits management’ is discussed in paragraphs 2.60 to 2.63.

2.55

The Public Housing Renewal Steering Committee has endorsed a program of internal audits
to provide assurance on the implementation of the Public Housing Renewal Program. In
October 2015 a major review of the governance and administrative arrangements
associated with the Public Housing Renewal Taskforce was undertaken by PWC, which
identified that ‘the Taskforce has established many of the elements of a governance
framework which supports program and project management activities appropriately’.

Program monitoring and evaluation
2.56

In addition to regular reporting, which facilitates monitoring of the management and
implementation of the Public Housing Renewal Program, it is important that a formal
program of ongoing monitoring and evaluation be incorporated into the overall governance
and administrative arrangements for the program. Regular review and evaluation of the
Public Housing Renewal Program would facilitate the identification of shortcomings in the
management and implementation of the Program and would allow corrective action to be
developed and implemented or, alternatively, revisions to the expected outcomes and
deliverables associated with the Program. A potential model for review and evaluation is
the Benefits Management approach.

Benefits Management
2.57

A traditional approach to project management considered that projects were successful if
the specified output was produced within an acceptable timeframe and at an acceptable
cost. However, awareness has grown over the last decade that major projects are not
undertaken to produce outputs, assets or capabilities, but are undertaken to produce
beneficial outcomes, i.e. benefits.

2.58

By way of example, it is possible for a project to deliver its intended outputs on time, on
budget and to the required standard but fail to deliver its intended benefits. On this issue,
the UK Government’s Managing Successful Programs® guidance notes that:
Outputs from projects together with associated organisational changes will produce
outcomes, but changes alone will not produce measured improvements (benefits). Realising
benefits requires active, focused management throughout the change process.
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2.59

The Australian Government Department of Finance has produced guidance with respect to
benefits management as a project management discipline. The guidance highlights the
importance of identifying benefits early and referring to the identified benefits to help guide
the management of a project or program. The Australian Government Department of
Finance’s Assurance Review Process ‐ Lessons Learned ‐ Benefits Realisation Management
guidance states:
During the delivery stage of a program, a clear understanding of the expected benefits helps
focus on the delivery of the important things – the activities that will achieve the expected
benefits. Some interim benefits may be achieved during this stage, which provide an excellent
indicator for the ongoing viability of the program.
In addition, if changes occur that affect the scope of the program, any impact can be assessed
against the existing benefits and the extent to which they are still likely to be achieved. This
information can be used to inform an updated Business Case. This approach provides
governance bodies with an excellent tool to manage and monitor programs, particularly those
programs that are in the delivery stage for a number of years.

PWC review recommendations
2.60

In relation to benefits management, the ACT Public Housing Renewal Taskforce Review
(October 2015) identified the better practice element of ‘developing a realistic business
case subjected to an appropriate level of challenge with benefits clearly defined, owned and
tracked’. In relation to the Public Housing Renewal Program, the ACT Public Housing
Renewal Taskforce Review (October 2015) stated:
Benefits management has been identified at the program level and is captured at a high level
in the project. There is an opportunity for the Taskforce to link key program and project
milestones with benefits in a ‘Benefits Realisation Strategy’.

2.61

The ACT Public Housing Renewal Taskforce Review (October 2015) recommended:
A Benefits Realisation Plan should be developed to allow further visibility of the benefits (both
quantitative and qualitative) as they are captured.

2.62

The ACT Public Housing Renewal Taskforce Review (October 2015) also identified that an
example of a Benefits Realisation Plan was provided to the Public Housing Renewal
Taskforce for its consideration.

2.63

In response to the recommendation, the Public Housing Renewal Taskforce advised:
The Taskforce supports the [recommendation] and in response has initiated the following:
a) Continuing to incorporate benefits into the Program Plan. This will ensure program
governance documentation is easily maintained by the Taskforce, with all key features
incorporated into a single overarching Program Plan. The benefits included in the Program
Plan will include benefits to the ACT Government and benefits to the community. The
benefits can be amended as required.
As at 27 October 2015, action (a) has already been addressed. There will be some ongoing
action required to amend or update the benefits as required.
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Program Plan identified benefits
2.64

The Public Housing Renewal Taskforce’s Program Plan ‐ Public Housing Renewal Program
(November 2016) identifies a number of business and client benefits associated with the
Public Housing Renewal Program. Benefits to the ACT Government that have been
identified are:






2.65

An improvement in the overall quality of the public housing portfolio and a reduction in
operating and maintenance costs for these assets
Support for the Light Rail Network through increased density along the transport corridor
and the investment of sale proceeds and [Asset Recycling Initiative] bonus payments
Improved planning opportunities for key sites around the ACT through Territory Plan
Variations
Support for the ACT economy through opportunities for the local construction industry
Increased staff capacity to undertake programs of this scale

Benefits to the ACT community that have been identified include:







Improved overall quality of the public housing portfolio with replacement public housing
dwellings that better meet the needs of public housing tenants
Reduced concentrations of social disadvantage and better integration of public housing
tenants within the community through a ‘salt and peppering’ approach for replacement
public housing
Increased housing density along major transport corridors to encourage sustainable
lifestyle including patronage for the Light Rail Network
Increased housing choice in well located and serviced locations
Improved energy efficiency and reduced utility and living costs for the public housing
portfolio
Increased support for local industry through increased residential and infrastructure
construction

2.66

Although these benefits have been identified and articulated at a high‐level, there is no
further detail on them, including their quantification, nor is there further information on
how these benefits are to be managed, tracked and monitored, e.g. through a Benefits
Management Plan as part of a Benefits Realisation Strategy, as recommended by PWC.

2.67

The ACT Public Housing Renewal Taskforce Review (October 2015) recommended the
development and implementation of a Benefits Realisation Plan as part of a broader
Benefits Realisation Strategy. The Public Housing Renewal Taskforce identified that it
agreed to the recommendation and had already addressed the recommendation, through
the incorporation of benefits in the Program Plan ‐ Public Housing Renewal Program.
However, detailed information is needed in relation to how these benefits are being
managed, tracked and monitored.
RECOMMENDATION 1

BENEFITS MANAGEMENT

The Chief Minister, Treasury and Economic Development Directorate should identify and
report how benefits outlined in the Program Plan – Public Housing Renewal Program are
being managed, tracked and monitored.
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3

IMPLEMENTATION OF THE PUBLIC HOUSING
RENEWAL PROGRAM

3.1

This chapter discusses activities undertaken to implement the Public Housing Renewal
Program, including processes associated with the identification of the public housing
properties to be sold as part of the program and for the purpose of the Asset Recycling
Initiative. The chapter also discusses the context for the Public Housing Renewal Program,
including relevant ACT Government policies and initiatives which informed the
development of the program.

Summary
Conclusion
Conclusion
The identification of potential public housing assets for sale as part of the Public Housing Renewal
Program was sound and accorded with a policy intention of the ACT Government, expressed since
2012, to sell and redevelop multi‐unit public housing properties in the Northbourne Avenue
corridor and other parts of Canberra.
Initial assumptions associated with expected sales revenue of the properties have been overly‐
optimistic. Thirty percent was added to property valuations, for the purpose of estimating sales
revenue for a financial model used to inform decision‐making, as part of Business Cases prepared
up to February 2016. Total revenue from the sale of public housing properties to date has been
less than what was identified in Business Cases, although the March 2017 sale of the ‘Lyneham on
Northbourne’ site exceeded revised estimates identified as part of a December 2016 review of the
financial model, in which twenty percent was added to property value estimates.
As the calculation of expected sales revenue is a challenge, this needs to be clearly reflected in
information to decision‐makers. Instead of simply adding a percentage to professional property
valuations, it may be better to use the valuation and undertake sensitivity analysis and present a
possible range of expected sales revenues as part of Business Cases.
Chapter Summary
Selling the multi‐unit public housing properties in the Northbourne Avenue corridor and Civic to
achieve urban intensification coincided with the 2012 policy decision to implement the Capital
Metro light rail along Northbourne Avenue. Later, the 2014 National Partnership Agreement with
the Australian Government offered the potential to secure a 15 percent Australian Government
contribution based on asset sales, if these properties were sold prior to 30 June 2019.
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Thirteen public housing properties were selected for inclusion in the Public Housing Renewal
Program, most being within the Northbourne Avenue corridor and Civic. Cabinet decision‐making
on whether to proceed with the sale of properties was based in part on a financial model which
presented financial cash flows associated with two options: retain (involving the refurbishment
and ongoing management and maintenance of the properties) and renewal (involving the sale of
the properties and purchase of replacement properties elsewhere in the ACT).
The original financial model (May 2015) identified that the cash inflows associated with the
renewal option would be $24.8 million (present value, May 2015) and the cash outflows
associated with the retain option would be $181.5 million (present value, May 2015); a difference
of $206.3 million (present value, May 2015) in favour of the renewal option. While the financial
model was updated for subsequent Business Cases for different public housing sites and
information based on this presented to Cabinet, expected sales revenue for the public housing
sites was based on professional valuation advice that was inflated by thirty percent. The residual
values of public housing properties were also included in the financial model as cash flows. While
the inclusion of the residual values after 40 years did not make a significant contribution to the
present value of cash flows, it is considered better practice to report cash flows and residual
values separately.

Key findings
Paragraph
In January 2012 Housing ACT released the Public Housing Asset Management
Strategy 2012‐2017. The strategy identified Housing ACT’s intention to dispose of its
multi‐unit properties, including properties in and around Civic and the Northbourne
Avenue corridor. This indicates that there was an intention, since at least 2012, to
dispose of Housing ACT’s multi‐unit properties.

3.10

In 2012 the ACT Government made a policy decision to establish the Capital Metro
Agency and undertake ‘the necessary design studies, preparatory works, financing,
procurement and tendering arrangements’ for the Capital Metro light rail between
Civic and Gungahlin. A significant proportion of the total expected benefits of the
Capital Metro light rail are expected to derive from ‘land use benefits’ and ‘wider
economic impacts’, which are predicated on changes in land use along the light rail
route. The redevelopment of both public housing and other ACT Government
properties along the Northbourne Avenue corridor was expected to ‘reinforce the
Government’s policy objective to focus urban intensification along major public
transport routes and provide the financing necessary to begin construction of light
rail’.

3.15

Between May 2014 and June 2014 advice was provided to Cabinet for the purpose
of identifying and furthering a program for the redevelopment of public housing
stock. Properties in and around Civic and the Northbourne Avenue corridor were
identified and discussed for the purpose of the advice. The ‘sale and redevelopment
of public housing assets on Northbourne Avenue’ for the purpose of contributing to
‘government priorities and Capital Metro’ identified a range of expected outcomes

3.18
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and benefits for the Territory including generating a net revenue gain, which was
expected to be returned to the Territory budget, and ‘maximising commercial and
residential potential of the Capital Metro corridor, increasing the patronage and
viability of light rail’.
In November 2014, advice was provided to Cabinet which identified the public
assets, including public housing assets, for inclusion in the ACT’s application for
participation under the Asset Recycling Initiative. The identification of multi‐unit
public housing properties for inclusion in the Asset Recycling Initiative aligned with
earlier advice provided to Cabinet between May 2014 and June 2014, which
proposed a program for the redevelopment of public housing stock, including multi‐
unit properties.

3.22

As at May 2015, financial modelling associated with the Public Housing Renewal
Program indicated that the program would deliver net positive cash flows. Financial
model analysis of cashflows for the renew and retain options shows:

3.28



retaining the public housing, which involved the refurbishment and
continued management and maintenance of the existing public
housing, would have had a net negative cash flow of $181.5 million
(present value);



renewing the public housing, which involved the sale of the existing
sites and the construction and subsequent management and
maintenance of replacement dwellings would have had a net positive
cash flow of $24.8 million; and



the difference between the retain and renew scenarios for the public
housing was $206.3 million (present value), indicating that it would be
financially advantageous for the Territory to pursue the renew option.

The financial model treats the residual values of existing and replacement sites as
cash inflows ($164.8 million and $84.8 million respectively after 40 years). The Audit
Office considers that the residual values are balance sheet items and not cash
inflows, unless it is assumed that all sites are sold and are not replaced. In the
absence of a stated assumption to this effect, the residual values should not have
been included as cash flows in the financial model. While the inclusion of the residual
values after 40 years did not make a significant contribution to the present value of
cash flows, it is considered better practice to report cash flows and residual values
separately and this would have provided a clearer and more accurate picture of the
two scenarios.

3.48

A re‐calculation of the cash flows associated with the renew and retain options in
the original financial model (May 2015) by the Audit Office’s subject matter expert,
Resolution Consulting Services, to remove the 30 percent escalation of the sales
revenue and to not treat the residual values of existing and replacement sites as
capital inflows, indicates that:

3.58



the difference in the net present value of the retain scenario over the
renew scenario is reduced from $206.3 million under the original
model to $101.3 million under the adjusted model;
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there is a negative cash flow under both the retain and renew
scenarios under the adjusted model, unlike the original model which
reported a positive net cash flow of $24.8 million for the renew
scenario; and



the negative residual value for the renew scenario reflects the way in
which the Public Housing Renewal Taskforce’s model calculated this
value and emphasises that market values would have been a more
appropriate way of calculating these values for both the retain and
renew scenarios.

While the renew scenario would still be the preferred option based on the re‐
calculations, the results indicate that the effect of inflating sales estimates by 30
percent above the valuations and including residual values in the cash flows had a
material impact on the reported figures.

3.59

In July 2015 the Public Housing Renewal Steering Committee decided to combine the
Currong Apartments (Braddon) and Stuart Flats (Griffith) in a single Business Case in
order to ‘reduce the pressure on the business case for the replacement of the 212
units which are required to be replaced through the sale of the Currong Apartments’.
A single consolidated Business Case was prepared for Currong Apartments (Braddon)
and Stuart Flats (Griffith) and aggregate figures were included.

3.78

Analysis of the financial model calculations underpinning the Business Cases for the
renewal of the public housing sites shows for the majority of public housing sites the
net cash flows associated with the renewal option (i.e. the sale of existing properties
and the development of alternative replacement properties) were expected to
exceed the net cash flows for the retain scenario (i.e. the retention and
refurbishment of the property). In a number of instances net cash flows associated
with both options were expected to be negative, meaning that undertaking either of
the scenarios was expected to cost the ACT Government money, but for the majority
of public housing sites the net cash flows associated with the renewal option were
expected to exceed the net cash flows for the retain scenario. Three exceptions are:

3.86



Allawah Court (Braddon);



Currong Apartments (Braddon); and



Gowrie Court (Narrabundah).

For these sites the financial model identified that the renewal option was expected
to lead to greater negative cash flows. In the case of Allawah Court (Braddon) the
difference between the net present value of the negative cash flows was $2.05
million (present value), in the case of Currong Apartments (Braddon) the difference
was $3.63 million (present value) and in the case of Gowrie Court (Narrabundah) the
Business Case identified the difference was $5.08 million (present value). The Public
Housing Renewal Taskforce advised ‘advice to Cabinet, prepared through business
cases and six monthly reports, consistently documented that for some properties,
the retain scenario would be financially advantageous, but at a whole‐of‐program
level, the renew scenario was better. The financial performance of the sale of the
multi‐unit properties is one of many factors considered by Cabinet and the model
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does not monetise social impacts, such as the benefits of reducing concentrations of
disadvantage or improving the quality and sustainability of new homes’.

Context for public housing renewal
3.2

The Public Housing Renewal Program, and the ACT’s participation in the National
Partnership Agreement on Asset Recycling, has taken place in the context of many years of
policy development for the provision of public housing in the ACT.

Public Housing Asset Management Strategy 2012‐17
3.3

In January 2012 Housing ACT released its Public Housing Asset Management Strategy
2012‐17. Housing ACT’s Public Housing Asset Management Strategy 2012‐17 identified a
number of challenges associated with the delivery of public housing services to the
community, including challenges associated with:


the age of the public housing stock; and



the prevalence of ageing multi‐unit sites, which present challenges for tenant service
delivery.

Age of public housing stock
3.4

According to Housing ACT’s Public Housing Asset Management Strategy 2012‐2017, in 2012
the average age of the ACT’s public housing stock was just over 29 years, making it the
oldest public housing portfolio in Australia ‘with consequent impacts on repairs and
maintenance requirements’.

3.5

The Public Housing Asset Management Strategy 2012‐2017 identified:
Despite the disposal and construction/acquisition programs, the portfolio continues to age.
This places pressure on maximising revenue from the sale of stock, with the need to target
properties which deliver high returns from their sale.

Multi‐unit sites
3.6

With respect to its asset portfolio and the prevalence of multi‐unit sites Housing ACT’s
Public Housing Asset Management Strategy 2012‐2017 identified:
Of the total housing stock, 64 per cent are houses and 22 per cent are flats. Of the flats, 83 per
cent are located in Multi Unit Properties (MUPs) such as the Northbourne Flats (Braddon and
Turner) and Gowrie Court [Narrabundah].
While several of the MUPs are in high value locations and are well located near shopping
centres and public transport, they can be subject to problems, with many being over 40 years
old and requiring high maintenance. They are limited in the types of households they can
accommodate and may not comply with current standards or building codes.
They are also not the most appropriate allocations for clients with high and complex needs,
who will often require increased levels of support from community agencies and Housing ACT
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to sustain tenancies, and are often sites where these complex needs can cause impacts on the
community.
Some of the MUP sites under‐utilise the land on which they are built, are affected by planning
or heritage constraints and are located next to vacant unused blocks of land.
The MUPs are generally subject to higher vacancy rates and refusal rates than other housing
properties.
Housing ACT has implemented programs which are designed to encourage public housing
tenants to apply for dwellings available for immediate allocation in locations such as Oaks
Estate and Northbourne Avenue. While the program has had some success, offers of these
properties are frequently refused.

Redevelopment of multi‐unit sites
3.7

In response to the challenges associated with managing the ACT’s housing portfolio,
Housing ACT’s Public Housing Asset Management Strategy 2012‐2017 identified a set of
asset management principles it intended to apply to the management of its public housing
stock. The first principle is:
The larger concentrations of public housing will be progressively redeveloped ensuring the
stock is well located across the city, and in areas with good access to public transport,
employment, education and services.

3.8

In relation to this first asset management principle, Housing ACT’s Public Housing Asset
Management Strategy 2012‐2017 states:
The Government will undertake a rolling program to dispose of poorly performing Multi Unit
Properties (MUP), optimising the return of public housing units on the development site and in
other developments, with the aim of:


Reducing concentrations of disadvantage;



Aligning the public housing portfolio with tenant needs;



Optimising the value of the asset;



Providing better housing for existing and future tenants; and



Improving the ‘look and feel’ of the metropolitan area.

The first stage of the rolling program will include:


Bega and Allawah Court and Currong Apartments (Braddon and Reid); The
Northbourne Flats (Braddon and Turner); and



The Northbourne Housing Precinct (Dickson and Lyneham).

Redevelopment of public housing properties, especially MUPs, will include at least a one‐to‐
one replacement. (Some temporary reduction in stock numbers may result through the
redevelopment of properties.)

3.9

Also, in 2012 the ACT Government released its ACT Planning Strategy which listed the
following two actions under its aim to ‘provide more cost effective and sustainable living
options by improving the existing housing stock and establishing more choice in housing
types in a variety of locations’:
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3.10

‘progressively invest in the renewal and redevelopment of public housing stock to
realign the social housing stock to meet the needs of the range of clients, ensuring
proximity to services and transport’ (longer term action).

In January 2012 Housing ACT released the Public Housing Asset Management Strategy
2012‐2017. The strategy identified Housing ACT’s intention to dispose of its multi‐unit
properties, including properties in and around Civic and the Northbourne Avenue corridor.
This indicates that there was an intention, since at least 2012, to dispose of Housing ACT’s
multi‐unit properties.

Capital Metro Light Rail Project
3.11

In 2012 the ACT Government made a policy decision to establish the Capital Metro Agency
and undertake ‘the necessary design studies, preparatory works, financing, procurement
and tendering arrangements’ for the Capital Metro light rail between Civic and Gungahlin.

3.12

Urban redevelopment of the route between Civic and Gungahlin is a key feature of the
Capital Metro Light Rail Project and is a key feature of the benefits identified for the Capital
Metro light rail. The Full Business Case (September 2014) states:
The project has two key rationales:


To increase overall levels of transportation service for Canberrans, facilitating a shift
to public transport consistent with ACT Government policy; and



To spur further sustainable urban development and revitalisation along the proposed
rail corridor, with employment, economic and other benefits potentially extending to
all Canberrans.

Associated with these rationales are attendant economic and other benefits for Canberra.

3.13

The Full Business Case (September 2014) identified that the Capital Metro Light Rail Project
was expected to deliver ‘land use benefits’ to the value of $381 million (present value, July
2014), representing approximately 39 percent of the project’s overall benefits. The Full
Business Case (September 2014) states:
In combination with supportive government policies, light rail has the potential to drive
significant land use changes. These will lead to additional benefits over and above those
captured within transport benefits, both by realising higher and better use of existing land,
reducing the cost of providing public services and delivering densification benefits such as
agglomeration.

3.14

A March 2014 submission to the Capital Metro Sub‐committee of Cabinet outlined the
relationship between the Capital Metro Property Strategy and the public housing stock in
its corridor, as well as the broader implications for the Indicative Land Release Program. The
submission noted:
Many of the significant redevelopment opportunities along the Capital Metro corridor are in
fact ACT Government assets … These landholdings can be considered in two categories: non‐
public housing assets and public housing assets.
The redevelopment of these public and non‐public housing assets will reinforce the
Government’s policy objective to focus urban intensification along major public transport
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routes and provide the financing necessary to begin construction of light rail between
Gungahlin and the City. Furthermore, increasing the density in this corridor will increase the
population in the patronage catchment of Capital Metro, which will ultimately underpin the
viability of the project.

3.15

In 2012 the ACT Government made a policy decision to establish the Capital Metro Agency
and undertake ‘the necessary design studies, preparatory works, financing, procurement
and tendering arrangements’ for the Capital Metro light rail between Civic and Gungahlin.
A significant proportion of the total expected benefits of the Capital Metro light rail are
expected to derive from ‘land use benefits’ and ‘wider economic impacts’, which are
predicated on changes in land use along the light rail route. The redevelopment of both
public housing and other ACT Government properties along the Northbourne Avenue
corridor was expected to ‘reinforce the Government’s policy objective to focus urban
intensification along major public transport routes and provide the financing necessary to
begin construction of light rail’.

Public housing renewal
3.16

On 22 May 2014, the then Ministers for Economic Development and Housing wrote to the
Chief Minister seeking in principle support for a proposed approach for the redevelopment
of public housing stock. The proposal related to both public housing stock in the Capital
Metro light rail corridor and elsewhere in Canberra. The proposed approach was described
as follows:
Along the Capital Metro corridor: business cases for redevelopment of Housing ACT stock will
contain: roof for roof replacement as a minimum requirement (defined as replacement of
same total occupant capacity); detail comprehensive, agreed costs, including implicit land cost
for replacement developments and encapsulate flexibility and innovation in redevelopment. A
working group of officials from Chief Minister and Treasury Directorate (CMTD), Community
Services Directorate (CSD) and Economic Development Directorate (EDD) will develop this
methodology. It is expected that there will be a net revenue gain from each development, and
this will be returned to the budget to contribute to the funding of Capital Metro. A steering
committee of DGs from EDD, CSD, CMTD and the Under Treasurer will oversee developments
with 6 monthly reports to the Urban Development sub‐committee of Cabinet.
For multi‐unit redevelopments of Housing ACT stock across the rest of Canberra: business
cases for redevelopment will contain: roof for roof replacement as a minimum requirement
(defined as replacement of same total occupant capacity); detail comprehensive, agreed costs,
including implicit land cost for replacement developments and encapsulate flexibility and
innovation in redevelopment. It is expected that there will be a net revenue gain from each
development, and this will be retained for the redevelopment of public housing and social
housing stock. A steering committee of DGs from EDD, CSD, CMTD and the Under Treasurer
will oversee developments with 6 monthly reports to the Urban Development sub‐committee
of Cabinet.
Priority public housing stock for redevelopment should be Bega Allawah Currong, Red Hill,
Griffith, other inner south and inner north properties, with the flexibility to include other
properties or as identified as attractive to market.
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3.17

3.18

In June 2014 a submission was provided to Cabinet for a Public Housing Replacement
Strategy. The submission identified that ‘the sale and redevelopment of public housing
assets on Northbourne Avenue will contribute to government priorities and Capital Metro’
by:


‘generating revenue ‐ it is proposed and agreed … that net revenue sale of HACT
controlled land on Northbourne Avenue, after replacement costs for public housing
are met on a ‘roof for roof’ basis, is returned to the budget’;



‘maximising commercial and residential potential of the Capital Metro corridor,
increasing the patronage and viability of light rail’;



‘partially achieving the Government’s commitment to commencement of Capital
Metro by September 2016’;



‘maintaining confidence in the ACT economy by signalling future activity and avoiding
construction in the business and construction industries’;



‘increasing the quality and diversity of public housing to support those most in
need …’; and



‘enhancing the look and feel of the city through urban renewal and transformational
projects’.

Between May 2014 and June 2014 advice was provided to Cabinet for the purpose of
identifying and furthering a program for the redevelopment of public housing stock.
Properties in and around Civic and the Northbourne Avenue corridor were identified and
discussed for the purpose of the advice. The ‘sale and redevelopment of public housing
assets on Northbourne Avenue’ for the purpose of contributing to ‘government priorities
and Capital Metro’ identified a range of expected outcomes and benefits for the Territory
including generating a net revenue gain, which was expected to be returned to the Territory
budget, and ‘maximising commercial and residential potential of the Capital Metro corridor,
increasing the patronage and viability of light rail’.

Selection of assets for inclusion in the National Partnership
Agreement on Asset Recycling
3.19

9

Following the signing of the National Partnership Agreement on Asset Recycling in May 2014,
consideration was given to the public housing properties to be included in the Asset
Recycling Initiative. A review of Public Housing Renewal Steering Committee 9 meeting
papers for August 2014 identified that ‘Treasury is preparing a submission for Cabinet that
will outline a proposed program of asset sales that could be presented to the
Commonwealth for funding under the [Asset Recycling Initiative]’. The meeting paper
included a list of public housing properties within the Northbourne Avenue corridor as well

The Public Housing Renewal Steering Committee was known at the time as the Northbourne
Redevelopment Steering Committee.
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as 23 ‘multi‐unit properties which are located in high value areas outside the Northbourne
corridor’. The paper identified indicative timing for the sale of the public housing properties
in the Northbourne Avenue corridor, while timing for the other properties was identified as
yet to be confirmed.
3.20

A November 2014 submission was subsequently provided to Cabinet seeking agreement on
the public assets for inclusion in the Asset Recycling Initiative. The Cabinet submission
identified public housing assets and other assets for inclusion in the initiative. The Cabinet
submission also identified that the Capital Metro Light Rail Project would be the
infrastructure project to which the proceeds from the sale of the assets and the Australian
Government contribution would be directed.

3.21

Table 3‐1 shows the timing of expected revenue and Asset Recycling Initiative payments
expected to be received from the Australian Government, for the financial years when the
assets are expected to be sold.

Table 3‐1

Expected revenue from the proposed asset sales

Expected revenue
from asset sales
Australian
Government Incentive
Payments
Total

2014‐15

2015‐16

2016‐17

2017‐18

2018‐19

Total

($ m)

($ m)

($ m)

($ m)

($ m)

($ m)

117.44

16.4

114.82

87.59

105.63

441.98

17.62

2.41

17.22

13.15

15.86

66.26

135.06

18.81

132.04

100.74

121.49

508.24

Source:

ACT Audit Office, based on Cabinet documentation

3.22

In November 2014, advice was provided to Cabinet which identified the public assets,
including public housing assets, for inclusion in the ACT’s application for participation under
the Asset Recycling Initiative. The identification of multi‐unit public housing properties for
inclusion in the Asset Recycling Initiative aligned with earlier advice provided to Cabinet
between May 2014 and June 2014, which proposed a program for the redevelopment of
public housing stock, including multi‐unit properties.

Financial analysis and modelling for the program
Financial analysis
3.23
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In early 2015, and in line with better practice, the Public Housing Renewal Taskforce
commissioned a consultant, MGC Capital Partners, to develop a financial model to help
inform its recommendations to the Government on the financial implications of decisions
on whether to proceed with the program and individual projects within the program. This
model compared two scenarios—a ‘retain’ scenario and a ‘renew’ scenario. The retain
scenario involves the refurbishment and continued management and maintenance of the
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existing public housing dwellings, while the renewal scenario involves the sale of the
existing public housing properties and their replacement by alternative dwellings.10
3.24

The consultant’s preparation of the financial model was on the basis of instructions and
inputs by the Public Housing Renewal Taskforce and Treasury.

3.25

The consultant provided a report: Financial Analysis of the Public Housing Renewal
Programme (May 2015). According to this report :
The final, agreed model will provide a consistent and responsive tool in the preparation of
financials for individual project business cases. It will also form the basis of a budget against
which actual progress of the Programme (and individual projects within) will be reported.11

3.26

3.27

The report identified cash flows for both the retain and renew scenarios (where relevant)
and that the difference in the net cash flows of both scenarios would be a key determinant
in the Government’s decision making. These cash flows were classified into:


‘above‐the‐line’ (project) capital and recurrent inflows and outflows;



‘below‐the‐line’ (Territory‐wide) capital and recurrent inflows and outflows. The
financial model identified that these included receipts such as stamp duty and land tax,
and that most below‐the‐line cash flows only applied to the ‘renew’ scenario; and



Asset Recycling Initiative bonus receipts from the Commonwealth calculated on gross
sales proceeds for relevant public housing sites sold.

Table 3‐2 shows the financial model’s calculation of the net cash flows associated with the
two scenarios considered as at May 2015.

Table 3‐2

Public Housing Renewal Program financial model comparison of ‘retain’
and ‘renew’ scenarios
Net Cash Flow

Net Present Value of Net Cash
Flow

($m)

($ m)
Retain

(117.1)

(181.5)

Renew

102.7

24.8

Difference

219.8

206.3

Source:

MGC Capital Partners: Financial Analysis of the Public Housing Renewal Programme report (May 2015, p.2).

10

MGC Capital Partners, Financial Analysis of the Public Housing Renewal Programme report (May 2015),
p.1.

11

ibid, p.1.
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3.28

3.29

As at May 2015, financial modelling associated with the Public Housing Renewal Program
indicated that the program would deliver net positive cash flows. Financial model analysis
of cashflows for the renew and retain options shows:


retaining the public housing, which involved the refurbishment and continued
management and maintenance of the existing public housing, would have had a net
negative cash flow of $181.5 million (present value);



renewing the public housing, which involved the sale of the existing sites and the
construction and subsequent management and maintenance of replacement dwellings
would have had a net positive cash flow of $24.8 million; and



the difference between the retain and renew scenarios for the public housing was
$206.3 million (present value), indicating that it would be financially advantageous for
the Territory to pursue the renew option.

The Financial Analysis of the Public Housing Renewal Programme report (May 2015)
identified that there are ‘a number of assumptions critical to the success of the program.
These are typically high cost or high value items’ including:


development costs (including refurbishment costs in both scenarios);



site sale proceeds;



site sale costs;



replacement project land costs;



prices paid for dwellings subsequently developed on public housing sites sold; and



number of dwellings subsequently developed on public housing sites sold.

3.30

The Financial Analysis of the Public Housing Renewal Programme report (May 2015) also
identified that ‘the maintenance and refurbishment cost profiles within the ‘retain’ and
‘renew’ scenarios may also vary markedly with assumptions, given the difference in the
design and ages of the dwellings for each scenario’ and that ‘the residual value profiles for
each scenario may also vary given the prevalence of existing public housing dwellings in
high‐value locations’. Sensitivity analysis was conducted with respect to the calculations,
showing the effect of changes associated with the critical assumptions. A ten percent
variation was applied to major assumptions, including higher than anticipated development
costs, site sale costs and replacement land costs and lower than expected site sale proceeds,
new dwelling prices and new dwelling numbers. The report stated that, ‘even in the face of
significant downside variations in critical assumptions, the ‘renew’ scenario still significantly
outperforms the ‘retain’ scenario’.

3.31

The financial model has formed the basis for assessments of the financial implications of
the Public Housing Renewal Program, and the continuing viability of the Public Housing
Renewal Program has been reported with reference to the financial model. For example,
the financial model has been used in Business Cases presented to Cabinet for decision‐
making associated with the Public Housing Program. The financial model was updated for
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the preparation of each Business Case, and inputs into the financial model, i.e. values
associated with the various assumptions, were updated to reflect new information that had
been gained with respect to the management of the program. The financial model has also
been referenced in six monthly reports to Cabinet on the progress of the Public Housing
Renewal Program, with comparison made to the original financial model (May 2015). There
was also a ‘mid‐term review’ of the economic model in November 2016, when several
parameter updates and structural changes were applied. The mid‐term review of the
financial model is discussed in paragraphs 4.105 and 4.131.

Analysis of the basis of the financial model
Public Housing Renewal Taskforce’s review of the model
3.32

The Public Housing Renewal Taskforce engaged Ernst & Young to conduct a review of the
financial model. Ernst & Young reported that:
Subject to the scope of our review, based upon the work we have performed, nothing has
come to our attention to suggest that the Model has not been constructed appropriately, in so
far as its logical integrity and arithmetic is concerned, so as to materially achieve the objective
described above under the base case assumptions.
Subject to the scope of our review, we have also reviewed the broad structure of the Model
and discussed the intent and overarching methodology contained therein … In doing so
nothing has come to our attention that suggests that the Model has not been constructed
appropriately and without consideration of the appropriateness of key input variables and the
sensitivity of these inputs on the Model outputs and conclusions.12

3.33

However, the scope of the Ernst & Young review was limited. For instance, in its agreement
for the services, Ernst & Young stated:
You do not require us to perform any of the following:
1.

unless otherwise indicated, review any other input configurations other than the
base case. The base case is that using the assumptions provided at the time of
delivery of the model to us;

2.

verify any of the assumptions, judgments and commercial risks associated with the
project, nor comment upon the possibility of the financial projections being
achieved;

3.

review commentary included in cell notes, embedded in the Model, to ensure that it
is consistent with the Model;

4.

consider the consistency of the Model with any externally linked files; and

5.

review any legal agreements, nor be required to identify the key relevant clauses
within these agreements.

A data book has not been prepared to set out the key input data and assumptions on which
the Model is based… The effectiveness of our review procedures may be affected by the
absence of a data book as we may not be aware of all material matters relating to the Project.

12

Advice from Ernst & Young dated 14 April 2015.
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Audit Office’s review of the financial model
3.34

The Audit Office engaged Resolution Consulting Services Pty Ltd to conduct a detailed
review of the financial model used for the Public Housing Renewal Program, including the
methodology and approach used to compare estimated financial outcomes in the retain
and renew scenarios.

3.35

Resolution Consulting Services’ report notes the following in relation to the composition of
the financial model, and the methodology and approach adopted:
[The] model is an Excel workbook that includes all the financial inflows and outflows
associated with retaining or renewing the public housing assets identified for possible sale in
the [Asset Recycling Initiative]... A forty‐year timeframe was used.13
The ‘Retain’ and ‘Renew’ scenarios compared by the model are as follows:
Retain scenario:


Doing nothing, except for:
‐
undertaking a substantial refurbishment of the existing, ageing public housing
dwellings on the subject sites so as to extend their useful life;
‐
continuing with the management, maintenance and refurbishment of the
dwellings for a further 40 years; and
‐
valuing, or selling, the dwellings at the end of that time.

Renew scenario:







Construction of new dwellings on identified and secured land (Government or
privately‐owned) throughout the Territory.
The sale of the earmarked public housing sites with existing structures demolished
and with Territory Plan Variations attached (where appropriate).
Settlement of the sale of the sites corresponding with completion of construction of
replacement dwellings so as to allow seamless tenant re‐location.
Application of site sale proceeds to the development costs of new dwellings.
Management, maintenance and refurbishment of stock for 40 years.
Valuing, or selling, the dwellings at the end of that time.

The model does not compare other options, such as selling part of a site and constructing or
leasing back replacement public housing dwellings on the part of the site that is retained. The
option of retaining and rebuilding on part of a site would not be available on all sites, but it
may be available on some sites, such as the Red Hill Flats.

3.36

13

In its advice to the Audit Office on the appropriateness of the financial model, Resolution
Consulting Services raised a number of issues, including:


the use of a forty‐year timeframe for analysis;



the inclusion of residual values in the analysis as capital inflows and the methodology
used for the calculation of residual values;



the estimated sales prices used for the financial analysis; and



better documentation and use of assumptions in the model.

Resolution Consulting Services, Review of the Public Housing Renewal Taskforce’s Financial Model,
30 September 2016, p. 6.
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Forty‐year timeframe
3.37

The model uses a 40‐year timeframe post completion of refurbishment and renewal or
construction of each set of dwellings. It is not a flat timeframe, with cash flows being
calculated up to a particular date, as might have been expected.

3.38

In relation to the forty‐year timeframe, Resolution Consulting Services questioned whether
this timeframe was too long. It stated that:
A cost‐benefit guidance note issued by the Department of the Prime Minister and Cabinet in
February 2016 advises that, ‘because of the uncertainty involved in forecasting costs and
benefits over long periods, exercise caution when adopting an evaluation period longer than,
say, 20 years’.14 It is likely that decisions will be made on some of the properties before the
end of 40 years. A 20‐year timeframe would have provided greater certainty than the 40‐year
timeframe used in the analysis.
The ACT Government’s business case guidelines also recommend a 20‐year analysis period for
consistency when quantifying costs and benefits over the life of a project.15
We consider therefore that a 20‐year project timeframe should have been used.

3.39

In response, the Public Housing Renewal Taskforce’s consultant advised that the 40‐year
timeframe was appropriate in capturing whole‐of‐life costs and benefits for both scenarios
examined and so that the net present value of each scenario could be calculated and
compared. The consultant also advised that a 20‐year project timeframe would not have
enabled the retain and renew scenarios to be compared on a like‐for‐like basis, due to
differences in refurbishment cycles.

3.40

The Audit Office accepts that it is important to compare the retain and renew scenarios on
a comparable basis and that, while a shorter timeframe (such as 25 years) could have been
used for a like‐for‐like comparison, it is unlikely that this would have materially affected the
differences in the net present values of the two scenarios.

Residual values of existing and replacement sites
3.41

In relation to the residual values of the existing and replacement sites, Resolution
Consulting Services advised:
The model treats the residual values of existing and replacement sites as cash inflows ($164.8
million and $84.8 million respectively after 40 years). However, the residual values are balance
sheet items and not cash inflows, unless it is assumed that all sites are sold and are not
replaced.
The correct approach would have been to remove non‐cash items from the cash flow, but
include commentary around the estimated values at the end of the programme and the model
horizon (for example, at year 2055, using the model’s 40‐year horizon).

14

Department of the Prime Minister and Cabinet, Guidance Note: Cost‐benefit Analysis, February 2016,
p. 4.

15

ACT Government, The Capital Framework (TCF) — Single Assessment Framework — SAF Business Case
Guidance Notes, Update 2.0, 2016, p. 28.
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3.42

In response, the Public Housing Renewal Taskforce advised:
It can be assumed that the sites will be sold at the end of the analysis timeframe in both
scenarios. The residual values have been assumed as cash inflows to put a horizon on the
analysis and to apply a capital component to the total return on investment, using cash inflows
as a proxy for asset value.

3.43

While it is important to put a horizon on the analysis, and to show the value of the assets at
the horizon period, this does not mean that the capital component should be treated as a
cash inflow. Reporting cash flows and residual values separately would have provided a
clearer and more accurate picture of the two scenarios. It is noted that their exclusion would
have benefitted the renew scenario.

3.44

Resolution Consulting advised that the residual values in the financial model are a
combination of land and building valuations and are based on 40 percent of building value
or 100 percent of land value. For example, Bega Court (Braddon) used 100 percent of land
value and Allawah Court (Braddon) used 40 percent of building value.

3.45

The list of financial model assumptions (included as an appendix to each of the first five
Business Cases) identified that the residual value of existing sites would be ‘current book
value of land assuming no plan variation’ and the residual value of replacement sites would
be ‘land acquisition cost’. However, the original financial model’s ‘sources’ worksheet
stated that ‘approved business cases for Owen Flats, Allawah, Karuah and Red Hill use 40%
of the sum of escalated current building value and initial refurbishment cost. This
discrepancy in the documentation of financial model assumptions was not addressed until
the mid‐term review of the financial model (December 2016).

3.46

The financial model uses ‘40% of building value for early business cases’ and ‘100% of land
value for other business cases’. However, the land cost used is not the actual cost of land
purchases, but the cost of getting services to the land. For example, for Bega Court
(Braddon):


the retain scenario residual value is 100 percent of current land book value
$23.414 million for 11,712 square metres or $1,999 per square metre; and



the renew scenario residual value is 100 percent of the ‘land cost’ (i.e. the cost of
getting services to the land) of $4.243 million for 25,460 square metres or $167 per
square metre.

3.47

Market value would have been a more accurate reflection of the residual value of the land
in both the renew and retain scenarios.

3.48

The financial model treats the residual values of existing and replacement sites as cash
inflows ($164.8 million and $84.8 million respectively after 40 years). The Audit Office
considers that the residual values are balance sheet items and not cash inflows, unless it is
assumed that all sites are sold and are not replaced. In the absence of a stated assumption
to this effect, the residual values should not have been included as cash flows in the financial
model. While the inclusion of the residual values after 40 years did not make a significant
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contribution to the present value of cash flows, it is considered better practice to report
cash flows and residual values separately and this would have provided a clearer and more
accurate picture of the two scenarios.
RECOMMENDATION 2

INCLUSION OF RESIDUAL VALUES IN FINANCIAL MODEL

The Public Housing Renewal Taskforce should remove the residual value of public housing
properties from its financial model cash flows and report these values separately.
Estimated sales revenue
3.49

The estimated sales revenue from the public housing sites is based on valuation advice
provided by Colliers International in late 2014. Following the work undertaken by Colliers
International to estimate the sale proceeds associated with the public housing sites, an
additional 30 percent was added to the figures used in the financial model. The Public
Housing Renewal Taskforce has advised that the additional 30 percent was added on the
basis of advice from the Land Development Agency.

3.50

In relation to the estimated sales revenue for the public housing assets, Resolution
Consulting Services advised:
Sale prices were inflated by 30 per cent on independent valuations on the basis of [Land
Development Agency] advice that past experience had shown that such valuations
understated actual prices paid. However, there was also evidence provided to the Taskforce
that there was an oversupply of units in the housing market and, while sales were to be
staggered to reduce the number of additional units coming on to the market, there is a risk
that the valuations used are inflated.
…
It would have been preferable to have used the independent valuations for the existing sites
and, if these were considered to be conservative, a range of other prices to provide an
indication of the sensitivity of the outcomes to changes in sale prices of the sites.

3.51

The Audit Office sought evidence of the Land Development Agency’s advice that an
additional 30 percent should be added to the expected sales estimates. The Public Housing
Renewal Taskforce identified email advice from the Deputy Chief Executive Officer of the
Land Development Agency in October 2014. On 28 October 2014, in response to a request
on behalf of the Public Housing Renewal Steering Committee, the former Deputy Chief
Executive Officer of the Land Development Agency sent an email which included ‘a
spreadsheet providing deviations from our reserves over the last six months’. The former
Deputy Chief Executive Officer further advised ‘the average deviation is 66.6%. If we remove
the sites with variations above 100%, the average is still 30.3%’. The former Deputy Chief
Executive Officer further advised ‘For the purposes of your sensitivity analysis, I would
recommend running three (percentage above reserve) price scenarios…20%, 30% and 50%’.

3.52

However, instead of using the information to inform sensitivity analysis of the independent
valuations, as suggested by the Land Development Agency (i.e. the calculation of financial
impacts on the basis of different scenarios), the estimated sales figures in the financial
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model were all increased by 30 percent for the purpose of calculating the cash flows
associated with the financial model. This was done notwithstanding that the Colliers
International advice also highlighted the risks associated with releasing too many properties
on the market during a compressed timeframe and potentially oversupplying the market.
Sales revenue achieved to date has in general been lower than predicted in the original
financial model (May 2015). Sales revenue achieved to date and the Colliers International
advice is discussed in paragraphs 4.9 to 4.33.
3.53

The estimated sales revenue of the existing public housing assets are a key input into the
financial model. They form a substantial part of the expected cash flows associated with the
renew scenario, including both ‘above‐the‐line’ and ‘below‐the‐line’ contributions to the
cash flows. The estimated sales revenue of the public housing sites was based on valuation
advice provided by Colliers International in late 2014, to which an additional 30 percent was
added for the purpose of the financial model, following advice by the Land Development
Agency to run ‘three (percentage above reserve) price scenarios…20%, 30% and 50%’ for
the purpose of sensitivity analysis. The higher figures were used with the agreement of the
Public Housing Renewal Steering Committee, including the Chief Executive Officer and
Deputy Chief Executive Officer of the Land Development Agency. These figures have been
overly‐optimistic, as sales revenue achieved to date has in general been lower than
predicted in the original financial model (May 2015). Highlighting the sensitivity of the
analysis to changes in sales prices, and providing the financial impacts of changes to the
independent valuations, would have provided a clearer comparison of the retain and renew
scenarios and have better reflected the advice of the Land Development Agency.

Better documentation and use of assumptions in the model
3.54

16

The Institute of Chartered Accountants for England and Wales has published twenty
principles for good spreadsheet design.16 Consistent with these principles, financial models
should include a complete description of the basis for and use of assumptions, recognising
that they often come to have a wider audience than originally intended. Assumptions
should be clearly described, accurately labelled or named and state the source of the
assumptions and their limitations. Formulae should be clear and not include values that may
need to change. While the model listed most assumptions, it did not always provide
sufficient detail. Examples of where the model could have provided a better description of
the assumptions and their use are shown in Table 3‐3.

Institute of Chartered Accountants for England and Wales—Information Technology Faculty, Twenty
principles for good spreadsheet practice, Second edition, 2015.
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Table 3‐3

Use of assumptions in the financial model

Assumption

Comment

Use of hard coded
data

In some instances, the model used hard coded data, when there were
variables involved and the formula for determining the data was not
explained. An example of hard coded costs is ‘renew’ disposal costs which is
the sum of various items.

Use of the consumer
price index

Resolution Consulting Services advised:
The model states that it uses the CPI when escalating prices. However,
this is misleading, since the Reserve Bank’s target rate of 2.5 per cent
per annum is actually used. The model should have accurately stated
the use of this measure.
Further, the use of the CPI is not reliable for many of the assumptions.
ACT specific price index values, as available from ACT government
websites and the Australian Bureau of Statistics (such as residential
property price indices for Canberra or [Land Development Agency] data
instead of the CPI to escalate land prices), would have been more
reliable.

Purchase price of
replacement sites and
replacement site
proceeds

Resolution Consulting Services advised:
Within the model a cash inflow and cash outflow are recognised for the
purchase price of replacement sites in the ‘Renewal’ scenario.
The purchase price of the land appears to be based on either $75 000
per single dwelling or on the cost of getting services to community land
to be used for public housing.17 The analysis would have been more
robust if these two different items had been included in two different
lines in the cash flow statement. Where the cost of the land is the cost
of servicing that land, it should have been clearly labelled as such.
The cash outflow for the purchase is 100 per cent, offset by the
inclusion of an inflow item labelled ‘Replacement site sales proceeds’.
There are no documented assumptions in either the model or ‘Agreed
Assumptions’ document for this item. It is simply calculated as the
negative of the outflow.
It would appear from the two netting items that there is no actual cash
movement from the purchase of the land. While this may be correct,
there is the cost of servicing the land, and it is unclear if this is included
in the construction costs or the land purchase price, given the
terminology used in the business cases.
For most sites, the model uses a purchase of price of $167 per square
metre and a sale price of $2195 per square metre.18 This adds weight to
the model only including the cost to service land and not the purchase
cost at all.
While the approach used in the model is reasonable when assessing
cash flow, it does not provide a complete picture when assessing which
scenario is the more cost effective. The full value of land transferred for
public housing use also needs to be considered. This is the opportunity

17

For example Block 23 Section 73 Nicholls, http://www.economicdevelopment.act.gov.au/urban‐
renewal/public‐housing‐renewal/replacement‐public‐housing/nicholls, accessed 18/09/2016

18

There were four sites where other values were used: Owen Flats ($72.56); Karuah Garden Flats
($129.79); Red Hill Flats and Houses ($145.11); and Allawah Flats ($204.24).
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Assumption

Comment
cost for the loss of revenue, had the land been sold to developers and
not used for public housing, or the loss of community amenity where
open spaces of community facility sites are used. The Report to the
Public Housing Renewal Taskforce on the Financial Analysis of the Public
Housing Renewal Programme did note that there is such an opportunity
cost, although no estimate of this cost was provided.
The Public Housing Renewal Taskforce advised that:
In later versions of the economic model, an estimate of opportunity cost
has been provided by the [Land Development Agency] to reflect market
values. Both the cash and opportunity costs are shown as above‐the‐line
outflows and below‐the‐line inflows as there has been no loss of value
to the Territory.

Use of current
information

Resolution Consulting Services advised:
The model did not always use the most current and reliable information.
For example, for stamp duty on sale of dwellings developed on existing
sites sold, the model used stamp duty rates for 2014–15. However, the
Government had announced that conveyance duty rates would be
progressively reduced, with the reduced rates being included in the ACT
Budget documents. It would have been more appropriate to use the
projected duty rates.
The Public Housing Renewal Taskforce advised that they considered that it
was reasonable to use then current stamp duty rates.

3.55

While changes to the data used in the model as outlined in Table 3‐3 may not have had a
material impact on the projected outcomes, there is merit in ensuring that all assumptions
are clearly documented and explained.

Recalculation of key assumptions
3.56

3.57
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To test the materiality of the model’s results to its treatment of key assumptions, Resolution
Consulting Services re‐calculated the cash flows associated with the two scenarios of:


not treating the residual values of existing and replacement sites as capital inflows; and



removing the 30 percent escalation of the sale prices over the Colliers International
valuation.

The results of this analysis are shown at Table 3‐4.
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Table 3‐4

Revised calculation of cash inflows and cash outflows
Scenario
Retain

Renew

$m

$m

Difference
$m

Model results (unchanged)
Net cash flow

(117.1)

102.7

219.8

NPV of net cash flow

(181.5)

24.8

206.3

Net cash flow

(281.9)

(112.0)

169.9

NPV of net cash flow

(190.3)

89.0

101.3

164.8

84.8

(80.0)

Revised results
No escalation of sale prices

Residual values
Source:

Resolution Consulting Services, based on original financial model (May 2015)

Note:

It should be noted that the model used some hard coded data, which Resolution Consulting Services could not adjust because
of the absence of information on the basis for any adjustments.

3.58

A re‐calculation of the cash flows associated with the renew and retain options in the
original financial model (May 2015) by the Audit Office’s subject matter expert, Resolution
Consulting Services, to remove the 30 percent escalation of the sales revenue and to not
treat the residual values of existing and replacement sites as capital inflows, indicates that:

3.59



the difference in the net present value of the retain scenario over the renew scenario
is reduced from $206.3 million under the original model to $101.3 million under the
adjusted model;



there is a negative cash flow under both the retain and renew scenarios under the
adjusted model, unlike the original model which reported a positive net cash flow of
$24.8 million for the renew scenario; and



the negative residual value for the renew scenario reflects the way in which the Public
Housing Renewal Taskforce’s model calculated this value and emphasises that market
values would have been a more appropriate way of calculating these values for both
the retain and renew scenarios.

While the renew scenario would still be the preferred option based on the re‐calculations,
the results indicate that the effect of inflating sales estimates by 30 percent above the
valuations and including residual values in the cash flows had a material impact on the
reported figures.
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Public housing renewal Business Cases
Business Cases
3.60

Between December 2014 and April 2017 a series of Business Cases were provided to Cabinet
for the purpose of advising on whether to proceed with the Public Housing Renewal
Program.

3.61

Table 3‐5 identifies the timing of preparation of the Business Cases.

Table 3‐5

Public housing Business Cases

Tranche

Public housing stock

Timing

1st Tranche

Owen Flats (Lyneham)

December 2014

2nd Tranche

Allawah Court (Braddon), Karuah (Dickson) and Red Hill
Housing Precinct (Red Hill)

March 2015

3rd Tranche

Bega Court (Reid) and Northbourne Flats (Braddon and
Turner)

September 2015

4th Tranche

Currong Apartments (Braddon) and Stuart Flats (Griffith)

December 2015

5th Tranche

Strathgordon Court (Lyons) and Lyneham and De Burgh
(North and South) (Lyneham)

February 2016

6th Tranche

Gowrie Court (Narrabundah)

April 2017

Source:

Audit Office, based on Public Housing Renewal Steering Committee documentation

Note:

The sale of Dickson Flats was not informed by the preparation of a Business Case, similar to those subsequently prepared for
the other properties.

3.62

The Audit Office sought advice from the Public Housing Renewal Taskforce with respect to
the basis on which public housing sites were allocated to different tranches and was advised:
There was no single decision not to prepare separate MUP‐specific business cases, however
the approach was agreed with Treasury and discussed by Steering Committee … The decision
to group the MUPs into tranches is primarily linked to efficiency of administrative processes,
and it also offers increased flexibility for the procurement of replacement housing. It should be
noted that in later business cases, the figures are a sum of the individual analyses made for
each MUP.

Financial analysis
3.63
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Information derived from the financial model was prepared and presented as part of each
Business Case. The financial model was updated for the preparation of each Business Case,
and inputs into the financial model, i.e. values associated with the various assumptions,
were updated to reflect new information that had been gained with respect to the
management of the program.
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Tranche 1 (Owen Flats)
3.64

In December 2014 the Business Case for the sale of Owen Flats and development of
replacement public housing properties was prepared.

3.65

As part of the Business Case a ‘Base Case’ was prepared identifying the costs associated
with a retain option for the site, i.e. retaining the Owen Flats site for public housing ‘which
would necessitate investment to bring them up to current Building Code of Australia
standard’. The Base Case was shown as leading to an overall negative cash flow in present
value terms of $9.3 million. This compared more favourably to the renewal option, which
only led to a negative cash flow in present value terms of $1.9 million. The Tranche 1
Business Case for Owen Flats recommended the renewal option.

Tranche 2 ((Allawah Court (Braddon), Karuah (Dickson) and Red Hill Housing Precinct
(Red Hill))
3.66

In March 2015 separate Business Cases for the sale of the Tranche 2 properties ((Allawah
Court (Braddon), Karuah (Dickson) and the Red Hill Housing Precinct (Red Hill)) were
prepared. As part of the Business Cases a ‘Base Case’ was prepared identifying the costs
associated with a retain option for the site, identifying the costs associated with retaining
the sites for public housing and refurbishing them, compared to costs associated with the
renewal option, i.e. selling the properties and replacing them. Table 3‐6 shows the
comparisons between the retain ‘Base Cases’ for the properties and the renewal option for
the three properties, as presented in the Business Cases.

Table 3‐6

Tranche 2 comparison of net cash flows for retain and renewal scenarios

Property

Base Case Retain cash
flows

Renewal cash flows
($m present value)

($m present value)
Allawah Court (Braddon)
Karuah (Dickson)
Red Hill Housing Precinct (Red Hill)
Source:

(20.08)

(22.13)

(9.62)

15.49

(27.51)

26.91

Audit office, based on Business Cases
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3.67

Analysis of the Tranche 2 Business Cases for Allawah Court (Braddon), Karuah (Dickson) and
Red Hill Housing Precinct (Red Hill) shows:


for Allawah Court (Braddon), the ‘Base Case’ retain option was expected to result in a
negative cash flow in present value terms of $20.08 million, while the recommended
renewal option was expected to result in a negative cash flow in present value terms
of $22.13 million. Accordingly the sale of Allawah Court (Braddon) and the
development of alternative replacement properties was expected to cost more than
the retention and refurbishment of the property; and



for Karuah (Dickson) and Red Hill Housing Precinct (Red Hill) the recommended
renewal option was expected to lead to positive cash flows of $15.49 million and
$26.91 million respectively, which compared favourably to negative cash flows in the
‘Base Case’ retain scenario of $9.62 million and $27.51 million respectively.

Tranche 3 (Bega Court (Reid) and Northbourne Flats (Braddon and Turner))
3.68

In September 2015 a single consolidated Business Case for the sale of the Tranche 3
properties (Bega Court (Reid) and Northbourne Flats (Braddon and Turner)) was prepared.

3.69

Separate results were not provided for the different public housing properties, but results
were shown for the renewal and retain options for all three properties collectively. The
Business Case identified that the retain option would deliver an ‘overall nominal negative
NPV of … ‐$50.277 million incorporating all cashflows below the line’ and the renewal option
would deliver ‘a positive cash flow of $2.714 million in nominal net present value terms’.
The Business Case further identified that ‘the renewal scenario in comparison to the
retention scenario in nominal dollars delivers a positive outcome … in net present value
terms [of] $52.991 million incorporating all cash flows below the line’. The single
consolidated Business Case for the sale of the Tranche 3 properties ((Bega Court (Reid) and
Northbourne Flats (Braddon and Turner)) recommended the ‘renewal’ option.

Tranche 4 (Currong Apartments (Braddon) and Stuart Flats (Griffith))
3.70

In December 2015 a single consolidated Business Case for the sale of the Tranche 4
properties (Currong Apartments (Braddon) and Stuart Flats (Griffith)) was prepared.

3.71

The single consolidated Business Case for the sale of the Tranche 4 properties (Currong
Apartments (Braddon) and Stuart Flats (Griffith)) presented ‘a comparison of the renewal
scenario to the retention scenario in nominal dollars in net present value terms for each of
the MUPs’. Table 3‐7 shows the comparison, as presented in the Business Case. The
comparison showed the difference between the renewal scenario and retain scenario for
each of the properties, as well as the consolidated result, but did not show the cash flows
associated with the retain and renewal scenarios for the sites.
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Table 3‐7

4th Tranche Business Case analysis of renewal scenario and retain scenario

Scenario

Currong

Stuart Flats

Total

($m)

($m)

($m)

NPV of Net Cashflow ‘all cashflows
above and below the line’

‐$3.627

$42.418

$38.791

Source:

Audit Office, based on 4th Tranche Business Case

3.72

Analysis of the single consolidated Business Case (December 2015) for the sale of the
Tranche 4 properties (Currong Apartments (Braddon) and Stuart Flats (Griffith)) shows:

3.73



the difference between the retain and renewal options for the Currong Apartments
(Braddon) was a negative cash flow of $3.627 million. Accordingly the sale of the
Currong Apartments (Braddon) and the development of alternative replacement
properties was expected to cost more than the retention and refurbishment of the
property; and



the difference between the retain and renewal options for the Stuart Flats (Griffith)
was a positive cash flow of $42.418 million. Accordingly the sale of the Currong
Apartments (Braddon) and the development of alternative replacement properties
was expected to cost less than the retention and refurbishment of the property.

The single consolidated Business Case for the sale of the Tranche 4 properties (Currong
Apartments (Braddon) and Stuart Flats (Griffith)) stated:
In undertaking the financial analysis of the program it was identified that on a project by
project basis, not all projects delivered a positive contribution. Across the entire program,
however, a positive contribution to the budget has been modelled.
Financial analysis of the 4th Tranche Business Case using the economic model shows that the
limited capacity to increase dwelling yield on the Currong Apartments site and the high cost of
preparing the Currong Apartments for redevelopment (demolition costs of the eight storey
apartments) impact upon the overall performance of the Business Case.
…
Pairing the release of Currong Apartments with Stuart Flats and minimising the cost of
replacement land through the use of community facility land mitigates the overall
performance of this business case.

Bundling Currong Apartments (Braddon) and Stuart Flats (Griffith)
3.74

With respect to the Currong Apartments (Braddon), the Public Housing Renewal Steering
Committee recognised that the sale of the property and its replacement was expected to
have a significant negative net cost. A July 2015 Public Housing Renewal Steering Committee
meeting agenda paper identified:
Due to the current density of units in the Currong Apartments there is no opportunity to
achieve an uplift and therefore the sales revenue will not cover the cost of replacement units.
Considering all cashflows it is anticipated that the construction of replacement dwellings for
Currong Apartments will have a budget impact in the order of a $41 million deficit.
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3.75

3.76

In order to ‘reduce the pressure on the business case for the replacement of the 212 units
which are required to be replaced through the sale of the Currong Apartments’ the July
2015 Public Housing Renewal Steering Committee meeting agenda paper presented a
number of options for the Currong Apartments Business Case, including:


averaging the replacement costs for the Currong Apartment public housing dwellings
across future Business Cases;



linking future Business Cases and replacing the units over two financial years, thereby
moderating the impact on the ACT Budget over the term of the program; or



preparing a standalone Business Case to seek capital funding for the replacement of
the Currong Apartments public housing dwellings.

The minutes of the July 2015 Public Housing Renewal Steering Committee record that:
A compromised solution, to prepare a separate business case for Currong Apartments and
Stuart Flats, has been proposed following discussions between the Public Housing Renewal
Taskforce, Housing ACT and Treasury.

3.77

A September 2015 Public Housing Renewal Steering Committee meeting agenda paper
subsequently discussed key features and assumptions associated with the Tranche 4
Business Case for Currong Apartments (Braddon) and Stuart Flats (Griffith) and identified:
Financial analysis of the 4th Tranche business case utilising the economic model identifies that
the failure to uplift dwelling yield due to planning height restrictions and the high cost of
preparing the Currong Apartments for redevelopment (demolition costs of the 8 story
apartments) impact upon the overall performance of the business case. Pairing the release of
Currong Apartments with Stuart Flats and minimising the cost of replacement land through
the use of community facility land mitigates the overall performance of this business case.

3.78

In July 2015 the Public Housing Renewal Steering Committee decided to combine the
Currong Apartments (Braddon) and Stuart Flats (Griffith) in a single Business Case in order
to ‘reduce the pressure on the business case for the replacement of the 212 units which are
required to be replaced through the sale of the Currong Apartments’. A single consolidated
Business Case was prepared for Currong Apartments (Braddon) and Stuart Flats (Griffith)
and aggregate figures were included.

Tranche 5 (Strathgordon Court (Lyons) and Lyneham and De Burgh (North and South)
(Lyneham))
3.79

In February 2016 a single consolidated Business Case for the sale of the Tranche 5 properties
(Strathgordon Court (Lyons) and Lyneham and De Burgh (North and South) (Lyneham)) was
prepared.

3.80

The single consolidated Business Case for the sale of the Tranche 5 properties (Strathgordon
Court (Lyons) and Lyneham and De Burgh (North and South) (Lyneham)) presented ‘a
comparison of the renewal scenario to the retention scenario in nominal dollars in net
present value terms’. Table 3‐8 shows the comparison, as presented in the Business Case.
The comparison showed the difference between the renewal scenario and retain scenario
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for each of the properties, as well as the consolidated result, but did not show the cash
flows associated with the retain and renewal scenarios for the sites.

Table 3‐8

5th Tranche Business Case analysis of renewal scenario and retain scenario

Scenario

Strathgordon Court

DeBurgh

Total

($m)

($m)

($m)

NPV of Net Cashflow ‘all cashflows
above and below the line’

$4.656

$11.515

$16.171

Source:

Audit Office, based on 5th Tranche Business Case

3.81

The single consolidated Business Case for the sale of the Tranche 5 properties (Strathgordon
Court (Lyons) and Lyneham and De Burgh (North and South) (Lyneham)) shows:

3.82



the difference between the retain and renewal options for Strathgordon Court (Lyons)
was a positive cash flow of $4.656 million. Accordingly the sale of Strathgordon Court
(Lyons) and the development of alternative replacement properties was expected to
cost less than the retention and refurbishment of the property; and



the difference between the retain and renewal options for Lyneham and De Burgh
(North and South) (Lyneham) was a positive cash flow of $11.515 million. Accordingly
the sale of Lyneham and De Burgh (North and South) (Lyneham) and the development
of alternative replacement properties was expected to cost less than the retention
and refurbishment of the property.

The single consolidated Business Case for the sale of the Tranche 5 properties (Strathgordon
Court (Lyons) and Lyneham and De Burgh (North and South) (Lyneham)) stated ‘a
comparison of the renewal scenario to the retention scenario in nominal dollars in net
present value terms for the program delivers … a more enhanced contribution below the
line when all cash flows are considered ($16.171 million)’.

Tranche 6 (Gowrie Court (Narrabundah))
3.83

In April 2017 a Business Case for the sale of Gowrie Court (Narrabundah) was prepared.

3.84

As part of the Business Case ‘the performance of the 6th Tranche is outlined’, which shows
negative net cash flows of $6.492 million and a net present value of net cash flows of
negative $5.075 million. These figures align with the revised financial model (December
2016) and represent the difference between negative cash flows of $14.284 million (present
value) for the renewal scenario and negative cash flows of $9.209 million (present value)
for the retain scenario.

3.85

The Business Case associated with Gowrie Court (Narrabundah) stated:
In undertaking the financial analysis of the program it was identified that on a project by
project basis, not all projects delivered a positive contribution. Across the entire program,
however, a positive contribution to the budget has been modelled, taking into account all cash
flows.
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3.86

3.87

Page 78

Analysis of the financial model calculations underpinning the Business Cases for the renewal
of the public housing sites shows for the majority of public housing sites the net cash flows
associated with the renewal option (i.e. the sale of existing properties and the development
of alternative replacement properties) were expected to exceed the net cash flows for the
retain scenario (i.e. the retention and refurbishment of the property). In a number of
instances net cash flows associated with both options were expected to be negative,
meaning that undertaking either of the scenarios was expected to cost the ACT Government
money, but for the majority of public housing sites the net cash flows associated with the
renewal option were expected to exceed the net cash flows for the retain scenario. Three
exceptions are:


Allawah Court (Braddon);



Currong Apartments (Braddon); and



Gowrie Court (Narrabundah).

For these sites the financial model identified that the renewal option was expected to lead
to greater negative cash flows. In the case of Allawah Court (Braddon) the difference
between the net present value of the negative cash flows was $2.05 million (present value),
in the case of Currong Apartments (Braddon) the difference was $3.63 million (present
value) and in the case of Gowrie Court (Narrabundah) the Business Case identified the
difference was $5.08 million (present value). The Public Housing Renewal Taskforce advised
‘advice to Cabinet, prepared through business cases and six monthly reports, consistently
documented that for some properties, the retain scenario would be financially
advantageous, but at a whole‐of‐program level, the renew scenario was better. The
financial performance of the sale of the multi‐unit properties is one of many factors
considered by Cabinet and the model does not monetise social impacts, such as the benefits
of reducing concentrations of disadvantage or improving the quality and sustainability of
new homes’.
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DELIVERY OF THE PUBLIC HOUSING RENEWAL
PROGRAM

4.1

This chapter discusses activities to deliver the Public Housing Renewal Program, including
progress on the sale of public housing properties and progress in identifying replacement
public housing properties. It also discusses a revised financial model developed by the Public
Housing Renewal Taskforce in November 2016, to take account of changed assumptions
and circumstances associated with the delivery of the program.

Summary
Conclusion
Conclusion
While the Public Housing Renewal Taskforce plans to manage the sale of remaining housing
renewal properties and the acquisition of new properties to achieve the June 2019 deadline to
fulfil requirements of the National Partnership Agreement, there is a risk that this will not be
achieved due to challenges associated with the identification and delivery of replacement public
housing dwellings.
Chapter Summary
The sale of public housing properties by June 2019 is contingent on the identification of suitable
replacement public housing properties and the relocation of public housing tenants. As at April
2017 the Public Housing Renewal Taskforce has identified the supply of land for up to 1,335
potential replacement dwellings, but there is a high risk associated with 339 of these dwellings
(25.4 percent of 1,335) and a medium risk for 146 (10.9 percent).
As at April 2017 the Public Housing Renewal Taskforce reported that it had transferred 293
replacement public housing dwellings to Housing ACT and that there were a further 797 in the
pipeline for transfer to Housing ACT. For 378 of the dwellings in the pipeline (47.4 percent of 797)
the Taskforce reported that action had not yet commenced. There is a risk that sufficient
replacement public housing dwellings will not be identified and transferred to Housing ACT in
time to facilitate the sale of the remaining public housing properties by 30 June 2019.
The initial expectation of the Public Housing Renewal Program was that replacement public
housing properties would be sourced through Public Housing Renewal Taskforce procurement of
builders and developers to design and construct replacement dwellings on Territory‐supplied
land, either greenfield, in‐fill or community facility land. The original financial model (May 2015)
was predicated on all replacement public housing dwellings being procured this way.
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In early 2015, however, the Public Housing Renewal Taskforce identified that there was an
insufficient supply of Territory‐owned land to achieve 1,288 replacement dwellings using the
design and construction approach. To manage this, the Taskforce explored a number of
mechanisms. This resulted in three additional approaches being pursued: the reimbursement of
Housing ACT for properties it was in the process of developing as part of its ongoing program; the
purchase of dwellings from private suppliers through Expressions of Interest; and spot purchasing
in the market.
The Public Housing Renewal Taskforce has advised that it has achieved efficiencies in the design
and construction approach for replacement public housing dwellings on Territory land. In a
revised financial model (December 2016), it identified that 352 designed and constructed
dwellings are expected to be delivered for $241,000 (excluding GST) and 403 designed and
constructed dwellings are expected to be delivered for $335,000 (excluding GST). If this is
achieved this will be at a lower cost compared to the initial estimates of $292,600 (including GST)
for single dwellings and $362,000 (including GST) for multi‐unit dwellings.
As part of the revised financial model (December 2016) the direct purchase of replacement public
housing dwellings has been estimated at $400,000 (including GST) for 402 dwellings and $450,000
(including GST) for 131 dwellings. Further, the April 2017 Business Case for the purchase of 72
replacement public housing dwellings for Gowrie Court (Narrabundah) has identified ‘an average
price of $474,000 per dwelling’. The replacement of public housing dwellings through purchasing
in the market has come at a higher cost on a per dwelling basis than the design and construction
of dwellings on Territory land. Any changes to the mix of replacement public housing dwellings in
the future, in response to risks in the supply of designed and constructed dwellings, could result in
higher costs.
The revised financial model (December 2016) recognised there was a deterioration in the cash
flows for the renewal scenario (due to the lower than initially expected sales revenue) of
approximately $94.4 million ($67.8 million in lower sales revenue, $18.8 million in flow‐on below‐
the‐line impacts due to lower sales revenue and $7.8 million less in Asset Recycling Initiative
payments from the Australian Government). However, this deterioration was almost directly
offset by a range of other ‘parameter updates’ and ‘structural changes’ to the model, which
resulted in a reduction of only $0.8 million against the original financial model (May 2015)
(although the present value of the difference in the cash flows reduced from $219.8 million to
$140.1 million). The justification for the revised assumptions that offset the $94.4 million
deterioration are not apparent, including approximately $44.2 million associated with changes in
residual land values flowing from the inclusion of potential heritage impacts in the retain
scenario, Territory Plan Variation impacts in the renewal scenario and changes in the nature of
replacement sites.
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Key findings
Paragraph
Analysis of progress on the sale of properties under the Public Housing Renewal
Program shows:


six of the 13 public housing sites identified in the National Partnership
Agreement have been sold (Dickson Flats, Garden Flats ‐ Dickson
(Karuah), Currong and Allawah Apartments (Braddon), Lyneham & De
Burgh (North and South) and Owen Flats (Lyneham)). This equates to
the sale of 495 public housing dwellings (although the 21 dwellings in
the Dickson Flats do not contribute to the total number of 1,288 public
housing dwellings in the program as a whole);



Dickson Flats and Owen Flats (Lyneham) were sold later than
anticipated, Garden Flats ‐ Karuah (Dickson) was sold according to
schedule and Currong and Allawah Apartments (Braddon) and Lyneham
and De Burgh (North and South) (Lyneham) were sold earlier than
anticipated; and



the sale of Bega Court (Braddon) and Red Hill Flats (Red Hill) has not
occurred in accordance with anticipated timeframes.

4.7

Notwithstanding delays to the sale of some of the public housing assets, the Office
of the Coordinator‐General Urban Renewal and the Land Development Agency have
advised that they expect to sell all of the remaining properties by 30 June 2019
(equating to approximately 814 public housing dwellings to be sold). In doing so it
will also be selling other ACT Government properties identified for participation in
the Asset Recycling Initiative (i.e. ACT Government‐owned office buildings). Selling
the properties in a compressed timeframe increases the risk that the ACT
Government will not achieve the highest possible return on its sale, as there is a risk
of oversupplying the ACT market. Any delays to the sale of properties and any further
compression of time will also increase the risk of not selling the properties in time to
receive Asset Recycling Initiative payments from the Australian Government.

4.8

Analysis of the proceeds of the sales of public housing assets shows that, for two of
the three public housing precincts sold to date, sales revenue has been less than that
anticipated in the Business Cases. In this respect:

4.23



the ‘Dickson on Northbourne’ precinct, including the Dickson Flats,
Karuah Flats (Dickson) and the Dickson Visitor Centre was sold for a
total of $37.38 million (excluding GST, which is payable at a rate of 7
percent) with a further $5.6 million in Asset Recycling Initiative bonus
payments expected to be received from the Australian Government. In
the March 2015 Business Case the sale of the Karuah Flats (Dickson)
alone was expected to achieve $33.63 million (plus $5.04 million in
Asset Recycling Initiative bonus payments). (A Business Case was not
developed for the Dickson Flats);



the Currong and Allawah Apartments (Braddon) sold at auction for
$47.00 million (no GST would be payable on the sale as it was to be
sold as an input taxed supply) with a further $7.050 million in Asset
Recycling Initiative bonus payments expected to be received from the
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Australian Government. The March 2015 Business Case for Allawah
Court (Braddon) identified expected sales proceeds of $30.90 million
(plus $4.64 million in Asset Recycling Initiative bonus payments). The
December 2015 Business Case for Currong Apartments (Braddon)
identified expected sales proceeds of $19.11 million (plus $2.87 million
in Asset Recycling Initiative bonus payments); and


the ‘Lyneham on Northbourne’ site, including Owen Flats (Lyneham)
and Lyneham and DeBurgh (North and South) was sold for a total of
$42.1 million (excluding GST, which is payable at a rate of 7 percent)
(with a further $6.32 million in Asset Recycling Initiative bonus
payments to be received from the Australian Government. The
February 2016 Business Case for Lyneham and DeBurgh (North and
South) (Lyneham), which reflected changed assumptions with expected
sale proceeds that were apparent in early 2016, identified expected
sales proceeds of $25.99 million (plus $3.90 million in Asset Recycling
Initiative bonus payments) and the December 2014 Business Case for
Owen Flats identified expected sales proceeds of $10.26 million (plus
$1.54 million in Asset Recycling Initiative bonus payments). The sale
also exceeded revised sales revenue estimates of $10.85 million and
$27.89 million identified as part of a revised financial model (December
2016).

The revenue from the sale of the assets is offset by the practice of reimbursing
purchasers for the costs of demolishing and remediating the sites and the significant
costs associated with demolishing the Currong Apartments (Braddon). The
reimbursement of purchasers contrasts with the Business Cases for the sales of the
public housing sites, which identified that the Territory would incur costs associated
with ‘the cost of preparing the sites for sales. The costs include sales and marketing,
demolition and site management costs’. Notwithstanding the Business Cases’
intentions for the Land Development Agency to undertake demolition and
remediation of the sites prior to their sale, sales agreements for the other sites have
since made this the responsibility of the purchaser. Although it is now the
responsibility of the purchaser to undertake demolition and remediation, however,
the Land Development Agency will contribute:


up to $1.635 million (GST inclusive) for the cost of demolition of the
‘Dickson on Northbourne’ precinct, including the Dickson Flats, Garden
Flats ‐ Karuah (Dickson) and the Dickson Visitor Centre;



‘up to $1.4 million + GST’ for the cost of demolition of the Allawah
Apartments; and



up to $1.543 million (GST inclusive) for the cost of demolition of the
‘Lyneham on Northbourne’ site, including Owen Flats (Lyneham) and
Lyneham & DeBurgh (North and South).

One exception to the revised practice relates to Currong Apartments (Braddon), for
which the Territory will retain responsibility for the demolition and remediation. The
Land Development Agency has budgeted an amount of $20.75 million for the cost of
disposing of the property. This is due to the discovery of asbestos within the Currong
Apartments and includes expected contractor costs of approximately $14.1 million
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and tip fees of $4.0 million. The original financial model (May 2015) identified a total
of $4.4 million for all site disposal costs for the Currong Apartments.
A Colliers International Discussion Paper (December 2014) identified risks to the
Public Housing Renewal Program of the potential oversupply of properties to the
market that might be exacerbated by the sale of the public housing properties. The
Discussion Paper identified a series of key factors for consideration and advised ‘if
these influences are not taken into account, future land releases and the prices
achieved could be negatively impacted and affect Territory revenue’. A key concern
raised in the Discussion Paper was past experience associated with the excessive
release of dwellings that created an oversupply for the market and a resulting
decrease in value. The Discussion Paper identified a timeframe of five to seven years
over which the public housing properties should be released to the market noting
that ‘if sites are released in a location that exceeds demand it will result in either a
decline in the value achieved, or a requirement of generous settlement terms for the
developer to hold the sites until market conditions improve’ and ‘excessive release
of sites in the one location has the potential to see sales revenue to be less than the
benefit from the [Asset Recycling Initiative] if not carefully managed’.

4.42

An October 2015 MacroPlan Dimasi report identified an estimated yield of 3,500
apartments across the ACT Government’s Northbourne Avenue assets included in
the Asset Recycling Initiative, including public housing sites and other ACT
Government sites. The MacroPlan Dimasi report recommended the bundling of ACT
Government assets into precincts for sale as ‘[the] value is more likely to be unlocked
through the sale of lots as a single or dual bundle, which allow for the creation of
distinct precincts along Northbourne Avenue’. The MacroPlan Dimasi report
identified that, following consultation with a number of developers, ‘a mixed
response was received from the set of interviews, although the positive responses
outweighed the negative views. Overall, the interviews revealed some depth of
interest in the proposition of a bundle sale for the ACT [Asset Recycling Initiative]
sites, such that a competitive process is likely to ensure from an expression of
interest campaign’.

4.43

In relation to risks associated with lower than expected sales revenue, the Audit
Office was advised in correspondence from the Under‐Treasurer, Director‐General
of the Community Services Directorate and Director‐General of the Environment,
Planning and Sustainable Development Directorate ‘there is continual monitoring of
sales results, by the [Land Development Agency] and through the provision of regular
reporting to the Steering Committee and six monthly reports to Cabinet. Should
there be evidence of over‐supply or underperformance of sales results, the Steering
Committee would consider this and provide advice to Cabinet. This may include a
recommendation to delay the sale of properties, noting that receipt of [Asset
Recycling Initiative] revenue is likely to be jeopardised as a result’.

4.44

As at April 2017, the Public Housing Renewal Taskforce identified that the availability
and supply of land means ‘there are potential 1,335 dwellings available for the public
housing renewal program’. A potential supply of 1,335 dwellings exceeds the
number of 1,288 dwellings required under the Public Housing Renewal Program.

4.45
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However, in relation to the supply of land for a potential 1,335 replacement
dwellings, the Taskforce has also identified:


769 dwellings are considered ‘secure’ as they are ‘completed, under
construction, or purchases with contracts exchanged or offers
accepted’;



81 dwellings are considered ‘low risk’ as they are ‘expected to be
available and able to be delivered within program timeframe’;



146 dwellings are considered ‘medium risk’ as they ‘remain a probable
source of land supply but has risk factors including timing’; and



339 dwellings are considered ‘high risk’ as they ‘continue to be
considered however has significant risk factors, particularly timing or
community reaction’.

Analysis of progress in relation to the transfer of replacement public housing
dwellings to Housing ACT for those that are due to be lost due to the sale of existing
public housing assets shows:


as at April 2017 a total of 1,090 actual and potential replacement
dwellings have been identified for the 1,288 public housing dwellings
expected to be sold under the Public Housing Renewal Program; and



early tranches of activity under the Public Housing Renewal Program
identified an expected increase in the number of replacement public
housing properties, while later tranches of activity have identified a
shortfall in the number of replacement public housing properties. This
shows the difficulties faced by the Public Housing Renewal Taskforce in
identifying sufficient number of replacement public housing properties.

4.48

Analysis of replacement public housing dwellings that have been transferred to
Housing ACT shows that, as at April 2017, 293 out of a total of 1,090 identified
dwellings (26.9 percent) have been transferred to Housing ACT. This represents 22.7
percent of the total number of 1,288 dwellings expected to be sold for the purpose
of the Public Housing Renewal Program.

4.50

Analysis of the timing of the transfer of dwellings to Housing ACT under the Public
Housing Renewal Program shows a significant number of dwellings are expected to
be transferred in later stages of the program, including 264 dwellings in 2017‐18 and
286 dwellings in 2018‐19 (all of these are expected to be transferred between July
and December 2018). Of the 286 dwellings expected to be transferred in 2018‐19,
235 dwellings are expected to be transferred in December 2018. This is likely to place
pressure on the Public Housing Renewal Taskforce and Housing ACT’s administrative
processes in the concluding stages of the program.

4.52

An analysis of reporting to the Public Housing Renewal Steering Committee on
progress for the transfer of replacement public housing dwellings to Housing ACT
shows there are significant risks to the implementation of the Public Housing
Renewal Program through the achievement of the replacement of public housing
dwellings. In addition to the 293 reported as having been transferred:

4.54
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action on 378 replacement dwellings is reported as not having started
(47.4 percent of the remaining 797 identified);



action on 23 replacement properties is reported as being at risk (5‐10
percent variance to schedule) (2.89 percent of the remaining 797
identified); and



action on 396 properties is reported as not being at risk (<5 percent
variance to schedule) (49.69 percent of the remaining 797 identified).

The June 2014 Cabinet submission associated with the Public Housing Renewal
Program recommended that ‘replacement public housing properties should be
established within 800 metres of the Capital Metro Corridor, in other areas in the
inner north and in other areas of Canberra on existing [Housing ACT], [Economic
Development Directorate] and community facility land’. Analysis of the location of
replacement public housing dwellings shows the majority of replacement public
housing dwellings are expected to be located in new land developments in outer
areas of Canberra. In this respect:


approximately 202 replacement public housing dwellings are expected
to be ‘established within 800 metres of the Capital Metro Corridor’.
This includes replacement dwellings identified in the Inner North,
Gungahlin and Franklin;



the Inner North, Inner South and Woden areas, in which the 1,288
public housing dwellings were located, are expected to account for 177
of the replacement public housing dwellings; and



the majority of replacement public housing properties are expected to
be located in Gungahlin (452 of a total of 1,090), with the new suburbs
of Moncrieff, Throsby and Taylor accounting for up to 302 replacement
properties.

Analysis of the different delivery mechanisms for the replacement public housing
properties shows:


629 dwellings are intended to be delivered through the design and
construction on greenfield sites. The delivery of 56 of these dwellings
are identified as high risk;



66 dwellings are intended to be delivered through design and
construction on infill sites. The delivery of 54 of these dwellings are
identified as high risk;



138 dwellings are intended to be delivered through design and
construction on community facility‐zoned land. The delivery of all of
these dwellings are identified as high risk;



412 dwellings are intended to be delivered through acquisition from
the market through expressions of interest. The delivery of 78 of these
dwellings are identified as high risk;



84 dwellings are intended to be delivered through the purchase of
Housing ACT replacement public housing dwellings. The delivery of 13
of these dwellings are identified as high risk; and



6 dwellings are intended to be delivered through strategic acquisition.
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Business Cases for the renewal of public housing properties have identified a number
of different options for replacement dwellings for the sale of existing public housing
properties, including Housing ACT’s construction of replacement dwellings on
suitably identified land, the purchase of replacement properties, the leasing of
properties from private landowners and Housing ACT’s purchase of units in private
developments in the construction pipeline. The original financial model (May 2015)
was prepared on the basis that the replacement of public housing dwellings would
be achieved through design and construction on Territory‐owned land at a cost of
$292,600 (including GST) for single dwellings and $362,000 (including GST) for multi‐
unit dwellings. The design and construction of replacement dwellings was approved
for the first and second tranches in December 2014 and March 2015.

4.71

As early as April 2015 the Public Housing Renewal Steering Committee identified
risks to the implementation of the Public Housing Renewal Program associated with
the design and construction of replacement public housing dwellings. It was
apparent that there were fewer options available for the construction of
replacement public housing dwellings due to the limited availability of land. As a risk
mitigation measure, the Public Housing Renewal Taskforce began consideration of
other options for the delivery of replacement public housing dwellings, including the
purchase of dwellings from private suppliers.

4.88

Two Expression of Interest processes have been progressed since 2015, which have
sought to purchase replacement public housing dwellings from the private market.
As at April 2017 up to 412 dwellings have been identified as being potentially
purchased through this process. On a per dwelling basis to date, the direct purchase
of properties from the market through expressions of interest has cost more than
the design and construction of replacement properties by the Public Housing
Renewal Taskforce. Representatives of Housing ACT are involved in the evaluation
and selection of proposals received through expressions of interest and this provides
assurance that the purchased dwellings will meet the requirements of Housing ACT
into the future.

4.89

The Public Housing Renewal Taskforce reimbursed Housing ACT for 38 properties
that it was constructing as part of its ongoing renewal program. These properties
were located in the Inner North area and the Taskforce advised of a desire to have
public housing dwellings within the local area available early in the program for
tenants to move into. As the supply of potential land for replacement dwellings is
limited and at risk as the program continues, the Taskforce has further considered
this option and is working with Housing ACT to identify other potential dwellings for
which Housing ACT may be reimbursed. As these properties have been initially
identified and commissioned by Housing ACT the risk is low that the purchased
dwellings will not meet the requirements of Housing ACT into the future.

4.93

The Public Housing Renewal Taskforce, with approval by the Evaluation Team formed
to evaluate Expressions of Interest, which also included a representative from
Housing ACT, purchased 11 townhouse dwellings in a complex of 17. Subsequent
complaints from the private owners in the complex led to the purchase of the
remaining six units by the Taskforce. Housing ACT has since advised it is ‘currently
working to a number of principles in terms of purchasing in units plans’ and in doing
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so, it takes a range of factors into account, including body corporate fees, alignment
with broader housing need and waitlist demand and the ‘salt and pepper’ approach
to public housing.
As the supply of potential land for replacement dwellings is limited and at risk as the
program continues, as a risk mitigation measure the Public Housing Renewal
Taskforce has sought approval for Housing ACT to undertake spot purchasing of
dwellings in the market and for the Taskforce to reimburse Housing ACT for these
purchases. Up to 50 properties may be purchased biannually through this
mechanism in an effort not to distort the market, although as at April 2017, no
properties have been purchased through this mechanism. 19 As potential spot
purchases are intended to be initially identified and commissioned by Housing ACT
there is a low risk that the purchased dwellings will not meet the requirements of
Housing ACT into the future.

4.104

A November 2016 ‘mid‐term review’ of the financial model undertaken by the Public
Housing Renewal Taskforce resulted in a number of changes to the assumptions
underpinning the financial model. The revised assumptions included an
acknowledgement of the lower than expected sales revenue of the public housing
sites, which resulted in a ‘deterioration’ in the financial model of $94.4 million ($67.8
million in lower sales revenue, $18.8 million in flow on below‐the‐line impacts of the
lower sales revenue and $7.8 million less in Asset Recycling Initiative bonus
payments). The revised assumptions also included an ‘improvement’ in the financial
model due to a range of other assumption changes. The net result of the changes to
the assumptions is a $0.8 million reduction in the difference between the net cash
flows of the scenarios (previously it was $219.8 million and now it is $219.1 million).
Notwithstanding the minimal difference in the net cash flows associated with the
two scenarios, the net present value of the difference in the net cash flows decreased
to $140.1 million (a decrease of $66.2 million compared to the original estimate of
$206.3 million).

4.110

The revised financial model (December 2016) identified that the residual value of
replacement sites under the renew scenario would be $96.08 million ($11.28 million
higher than the figure of $84.80 million in the original financial model (May 2015)).
This is predicated on an assumption that 30 percent of the replacement properties
under the renewal scenario will be located in ‘existing commercial centres (town,
group centres) and within the 800m wide Northbourne Avenue transport corridor’
and an expectation that future Territory Plan Variations would contribute to an
increase in the value of these properties of 20 percent. This had the effect of making
the cash flows associated with the renew scenario greater. Apart from the November
2016 instruction to the consultant responsible for the financial model to alter the
model, the Public Housing Renewal Taskforce has not provided evidence to support
its assumptions on this matter.

4.124

19

As at 21 June 2017, ACT Government agencies advised that 14 properties had been purchased through
this mechanism.
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Progress on the sale of public housing properties
4.2

In relation to the timing of the sale of existing public housing properties, the National
Partnership Agreement states:
The sale of the asset must be completed and the construction of the additional infrastructure
must commence on or before 30 June 2019.

4.3

4.4

It is incumbent on the ACT Government to ensure that the sale of public housing properties
and the acquisition of replacement properties occurs in a staged and timely manner. In this
respect the Taskforce must ensure that:


the sale of existing public housing properties occurs in a timely way to ensure that the
ACT can receive the Asset Recycling Initiative bonuses from the Australian
Government (before eligibility expires); and



the acquisition of replacement public housing properties occurs in a staged way to
ensure that existing public housing tenants have access to appropriate
accommodation at all times.

In this respect, Schedule A to the National Partnership Agreement states:
The Australian Capital Territory must ensure:
a) the total stock of public housing in the Australian Capital Territory does not fall below the
level as at 30 June 2014 of 10,848 dwellings; and
b) tenants in a public housing asset … are able to relocated into suitable replacement public
housing prior to the sale of the asset.

4.5

In practice the Public Housing Renewal Taskforce must ensure that there are suitable
replacement public housing properties in place, which can accommodate public housing
tenants following their removal from existing public housing properties.

Timing of public housing asset sales
4.6
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Table 4‐1 shows progress on the sale of properties under the Public Housing Renewal
Program. The table shows progress against:


indicative timing for the sale of the assets included in the National Partnership
Agreement; and



a revised schedule for the sale of the assets, as prepared by the Office of Coordinator
General, Urban Renewal in September 2016.
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Table 4‐1

Progress on public housing asset sales

Asset

Indicative
(Planned)

Actual

September 2016
estimate

Dickson Flats

2014‐15 (2nd)

31 August 2016

‐

Owen Flats (Lyneham)

2015‐16 (1st)

March 2017

‐

Bega Court (Braddon)

2016‐17 (1st)

Not achieved

2017‐18 (1st)

Garden Flats ‐ Dickson (Karuah)

2016‐17 (2nd)

31 August 2016

‐

Red Hill Flats (Red Hill)

2016‐17 (1st)

Not achieved

2017‐18 (no
quarter
identified)

Lyneham & De Burgh (North and South)

2018‐19 (2nd)

March 2017

‐

Northbourne Flats (Braddon)

2017‐18 (2nd)

N/A

2017‐18 (4th)

Northbourne Flats (Turner)

2017‐18 (2nd)

N/A

2017‐18 (4th)

Currong and Allawah Apartments
(Section 52 Braddon)

2018‐19 (1st)

10 February 2016

‐

Stuart Flats (Griffith)

2018‐19 (1st)

N/A

2018‐19 (no
quarter
identified)

Strathgordon Court (Lyons)

2018‐19 (2nd)

N/A

2018‐19 (3rd)

2018‐19 (no
quarter
identified)

N/A

2018‐19 (no
quarter
identified)

Gowrie Court (Narrabundah)

Source:

ACT Audit Office, based on Public Housing Renewal Steering Committee documentation

4.7

Analysis of progress on the sale of properties under the Public Housing Renewal Program
shows:

4.8



six of the 13 public housing sites identified in the National Partnership Agreement
have been sold (Dickson Flats, Garden Flats ‐ Dickson (Karuah), Currong and Allawah
Apartments (Braddon), Lyneham & De Burgh (North and South) and Owen Flats
(Lyneham)). This equates to the sale of 495 public housing dwellings (although the 21
dwellings in the Dickson Flats do not contribute to the total number of 1,288 public
housing dwellings in the program as a whole);



Dickson Flats and Owen Flats (Lyneham) were sold later than anticipated, Garden
Flats ‐ Karuah (Dickson) was sold according to schedule and Currong and Allawah
Apartments (Braddon) and Lyneham and De Burgh (North and South) (Lyneham) were
sold earlier than anticipated; and



the sale of Bega Court (Braddon) and Red Hill Flats (Red Hill) has not occurred in
accordance with anticipated timeframes.

Notwithstanding delays to the sale of some of the public housing assets, the Office of the
Coordinator‐General Urban Renewal and the Land Development Agency have advised that
they expect to sell all of the remaining properties by 30 June 2019 (equating to
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approximately 814 public housing dwellings to be sold). In doing so it will also be selling
other ACT Government properties identified for participation in the Asset Recycling
Initiative (i.e. ACT Government‐owned office buildings). Selling the properties in a
compressed timeframe increases the risk that the ACT Government will not achieve the
highest possible return on its sale, as there is a risk of oversupplying the ACT market. Any
delays to the sale of properties and any further compression of time will also increase the
risk of not selling the properties in time to receive Asset Recycling Initiative payments from
the Australian Government.

Proceeds of public housing asset sales
4.9

Table 4‐2 shows the proceeds from the sale of properties under the Public Housing Renewal
Program against:


indicative proceeds identified in the National Partnership Agreement (including the
Asset Recycling Initiative (ARI) bonus); and



revised estimates, as identified in subsequent Business Cases.

Table 4‐2

Proceeds of public housing asset sales

Asset

Provisional Estimates
($ m)

Business Case
Estimates

Actual
($ m)

($ m)
Dickson Flats

10.14

‐

+ 1.52 ARI
Dickson Flats Total

+ 1.87 ARI

10.14

‐

+ 1.52 ARI
Garden Flats ‐ Dickson
(Karuah)
Currong and Allawah
Apartments (Section 52
Braddon)

12.46
12.46
+ 1.87 ARI

25.87

33.63

12.46

+ 3.04 ARI

+ 5.05 ARI

+ 1.87 ARI

22.50

Allawah 30.90

47.00

+ 3.38 ARI

+ 4.64 ARI

+7.05 ARI

Currong 19.11
+ 2.87 ARI

Owen Flats (Lyneham)
Lyneham & De Burgh
(North and South)
Other public housing
sites Total

10.26

13.34

42.06

+ 1.54 ARI

+ 2.01 ARI

+ 6.31 ARI

24.10

25.99

+ 3.62 ARI

+ 3.90 ARI

82.73

122.97

101.52

+11.58

+18.47

+15.23

Source:

ACT Audit Office, based on Public Housing Renewal Steering Committee documentation

Note:

The actual sales proceeds do not take into account reimbursements made to the purchasers for the demolition and
remediation of the sites.
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Sale of Currong and Allawah Apartments
4.10

On 10 February 2016 the Currong and Allawah Apartments (Braddon) sold at auction for
$47.00 million (no GST would be payable on the sale as it was to be sold as an input taxed
supply). It is expected that an additional $7.050 million in Asset Recycling Initiative bonuses
will be paid for the sites.

4.11

The sale achieved less than what was anticipated by the ACT Government, as identified in
Business Cases. The March 2015 Business Case for Allawah Apartments (Braddon) identified
expected sales proceeds of $30.90 million (plus $4.64 million in Asset Recycling Initiative
bonus payments). The December 2015 Business Case for Currong Apartments (Braddon)
identified expected sales proceeds of $19.11 million (plus $2.87 million in Asset Recycling
Initiative bonus payments).

4.12

As part of the sale, the purchaser was solely responsible for the demolition and remediation
of the Allawah Apartments, while the Land Development Agency was responsible for the
demolition and remediation of the Currong Apartments. Asbestos was found extensively
throughout the Currong Apartments and the Land Development Agency has budgeted
$20.75 million for the disposal of the property. The same level of asbestos contamination
was not identified in the Allawah Apartments and the ACT Government has agreed to
reimburse the purchaser ‘up to $1.4 million + GST’ for the cost of demolition of the Allawah
Apartments.

Sale of Dickson Flats and Garden Flats ‐ Dickson (Karuah)
4.13

On 31 August 2016 the ‘Dickson on Northbourne’ precinct, including the Dickson Flats,
Karuah Flats (Dickson) and the Dickson Visitor Centre, was sold at auction for a total of
$37.38 million (excluding GST, which is payable at a rate of 7 percent). All three sites were
sold as a total package. The Public Housing Renewal Steering Committee allocated $12.46
million of the proceeds of the sale to each of the public housing sites and it is expected that
$1.869 million in Asset Recycling Initiative bonuses will be paid for each of the sites.

4.14

The sale achieved less than what was anticipated by the ACT Government. In the November
2014 Cabinet submission seeking approval for participation in the Asset Recycling Initiative,
the ACT Government was advised that these three sites were expected to achieve a total of
$41.81 million in sales (Dickson Flats ‐ $10.14 million, Garden Flats ‐ Dickson (Karuah) ‐
$25.87 million and Dickson Visitor Centre ‐ $5.80 million), which would result in
approximately $6.272 million in Asset Recycling Initiative bonus payments from the
Australian Government. Instead, all three sites sold for $37.38 million (excluding GST),
which will lead to $5.6 million in Asset Recycling Initiative bonus payments from the
Australian Government. This is a shortfall in expected sales revenue of $4.43 million and
$0.665 million in Asset Recycling Initiative bonus payments.

4.15

The expected sales revenue figure for Karuah Flats (Dickson) was updated in March 2015 as
part of the development of the Business Case. (A Business Case was not developed for the
Dickson Flats). The Business Case prepared for the sale of Karuah Flats (Dickson) estimated
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even greater proceeds from its sale: $33.63 million (plus $5.04 million in Asset Recycling
Initiative bonus payments) compared to $25.87 million (plus $3.038 million in Asset
Recycling Initiative bonus payments). The figures used in this Business Case informed the
original financial model (May 2015).
4.16

With respect to the sales revenue achieved, the September 2016 Public Housing Renewal
Program Financial Report, presented to the Public Housing Renewal Steering Committee at
its meeting on 23 September 2016 stated:
The sales revenue is lower than the projected revenue. This is mainly due to the reduction in
valuation yields after the heritage listing of parts of the sites and the apartment market
movement since the development of the Economic Model in May 2015.

4.17

4.18

With respect to the sales revenue achieved the 23 September agenda paper identified:


‘there has been a reduction in valuation yields of 117 dwellings which equates to
$8.983 million in value for the two sites due to heritage impacts on Dickson Flats and
Karuah in October 2015 and again for Karuah in August 2016’;



‘there has been a movement in the residential market since the development of the
Economic Model in May 2015 which saw the values for the two sites fall by $10.529
million – evidenced by a number of valuations undertaken in the interim’; and



‘reductions in direct revenue have been offset to a minor degree by off‐site and
demolition costs to the Visitor Information Centre of approximately $0.44 million and
$0.328 million respectively which have been passed on to the purchaser’.

As part of the sale, the purchaser was solely responsible for the demolition and remediation
of the blocks. However, the ACT Government agreed to reimburse the purchaser up to
$1.635 million (GST inclusive) for the cost of demolition.

Sale of Owen Flats (Lyneham) and Lyneham & DeBurgh (North and South)
4.19

On 20 March 2017 the ‘Lyneham on Northbourne’ site, including Owen Flats (Lyneham) and
Lyneham and DeBurgh (North and South) (Lyneham) was sold for a total of $42.1 million
(excluding GST, which is payable at a rate of 7 percent). It is expected that a total of $6.32
million in Asset Recycling Initiative bonuses will be paid for the sites.

4.20

The sale exceeded what was anticipated by the ACT Government, as identified in the
relevant Business Cases. The December 2014 Business Case for Owen Flats (Lyneham)
identified expected sales proceeds of $13.34 million (plus $2.01 million in Asset Recycling
Initiative bonus payments).The February 2016 Business Case for Lyneham and DeBurgh
(North and South) (Lyneham) identified expected sales proceeds of $25.99 million (plus
$3.90 million in Asset Recycling Initiative bonus payments).

4.21

As part of the sale, the purchaser was solely responsible for the demolition and remediation
of the site. However, the ACT Government has agreed to reimburse the purchaser up to
$1.543 million (GST inclusive) for the cost of demolition.
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4.22

The sale also exceeded the estimated sales revenue identified as part of the revised financial
model (December 2016). For the purpose of the revised financial model (December 2016)
the Public Housing Renewal Taskforce sought revised valuations for the properties yet to be
sold. Valuation advice was received in May 2016 for these sites, which identified expected
sales revenue for Owen Flats (Lyneham) of $9.038 million and Lyneham & DeBurgh
(Lyneham) of $23.242 million. For the purpose of the revised financial model (December
2016) 20 percent was added to these valuations, resulting in estimated sales revenue of
$10.85 million and $27.89 million; a total of $38.74 million.

4.23

Analysis of the proceeds of the sales of public housing assets shows that, for two of the
three public housing precincts sold to date, sales revenue has been less than that
anticipated in the Business Cases. In this respect:

4.24



the ‘Dickson on Northbourne’ precinct, including the Dickson Flats, Karuah Flats
(Dickson) and the Dickson Visitor Centre was sold for a total of $37.38 million
(excluding GST, which is payable at a rate of 7 percent) with a further $5.6 million in
Asset Recycling Initiative bonus payments expected to be received from the
Australian Government. In the March 2015 Business Case the sale of the Karuah Flats
(Dickson) alone was expected to achieve $33.63 million (plus $5.04 million in Asset
Recycling Initiative bonus payments). (A Business Case was not developed for the
Dickson Flats);



the Currong and Allawah Apartments (Braddon) sold at auction for $47.00 million (no
GST would be payable on the sale as it was to be sold as an input taxed supply) with a
further $7.050 million in Asset Recycling Initiative bonus payments expected to be
received from the Australian Government. The March 2015 Business Case for Allawah
Court (Braddon) identified expected sales proceeds of $30.90 million (plus $4.64
million in Asset Recycling Initiative bonus payments). The December 2015 Business
Case for Currong Apartments (Braddon) identified expected sales proceeds of $19.11
million (plus $2.87 million in Asset Recycling Initiative bonus payments); and



the ‘Lyneham on Northbourne’ site, including Owen Flats (Lyneham) and Lyneham
and DeBurgh (North and South) was sold for a total of $42.1 million (excluding GST,
which is payable at a rate of 7 percent) (with a further $6.32 million in Asset Recycling
Initiative bonus payments to be received from the Australian Government. The
February 2016 Business Case for Lyneham and DeBurgh (North and South) (Lyneham),
which reflected changed assumptions with expected sale proceeds that were
apparent in early 2016, identified expected sales proceeds of $25.99 million (plus
$3.90 million in Asset Recycling Initiative bonus payments) and the December 2014
Business Case for Owen Flats identified expected sales proceeds of $10.26 million
(plus $1.54 million in Asset Recycling Initiative bonus payments). The sale also
exceeded revised sales revenue estimates of $10.85 million and $27.89 million
identified as part of a revised financial model (December 2016).

The revenue from the sale of the assets is offset by the practice of reimbursing purchasers
for the costs of demolishing and remediating the sites and the significant costs associated
with demolishing the Currong Apartments (Braddon). The reimbursement of purchasers
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contrasts with the Business Cases for the sales of the public housing sites, which identified
that the Territory would incur costs associated with ‘the cost of preparing the sites for sales.
The costs include sales and marketing, demolition and site management costs’.
Notwithstanding the Business Cases’ intentions for the Land Development Agency to
undertake demolition and remediation of the sites prior to their sale, sales agreements for
the other sites have since made this the responsibility of the purchaser. Although it is now
the responsibility of the purchaser to undertake demolition and remediation, however, the
Land Development Agency will contribute:

4.25



up to $1.635 million (GST inclusive) for the cost of demolition of the ‘Dickson on
Northbourne’ precinct, including the Dickson Flats, Garden Flats ‐ Karuah (Dickson)
and the Dickson Visitor Centre;



‘up to $1.4 million + GST’ for the cost of demolition of the Allawah Apartments; and



up to $1.543 million (GST inclusive) for the cost of demolition of the ‘Lyneham on
Northbourne’ site, including Owen Flats (Lyneham) and Lyneham & DeBurgh (North
and South).

One exception to the revised practice relates to Currong Apartments (Braddon), for which
the Territory will retain responsibility for the demolition and remediation. The Land
Development Agency has budgeted an amount of $20.75 million for the cost of disposing of
the property. This is due to the discovery of asbestos within the Currong Apartments and
includes expected contractor costs of approximately $14.1 million and tip fees of $4.0
million. The original financial model (May 2015) identified a total of $4.4 million for all site
disposal costs for the Currong Apartments.

Risks of lower than expected sales results
December 2014 Colliers International advice
4.26

On 8 December 2014 Colliers International provided advice (Discussion Paper &
Reconciliation of Medium Density Land Releases) in relation to the schedule for the sale of
the public housing assets to be sold under the Public Housing Renewal Program. The Colliers
International Discussion Paper (December 2014) stated:
This paper provides a reconciliation on future land release and sets out some rationale and
market feedback as to what would be the most appropriate timing of land release for the
[Community Services Directorate] sites that are under consideration for Territory Plan
Variations.

4.27
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The Colliers International Discussion Paper (December 2014) noted that ‘there are a number
of key factors that need to be considered in providing this important and very strategic
advice on land release and timing for the [Community Services Directorate] sites’ and that
‘this advice needs to form an integral part of the overall Territory Land Release Program and
should be seen in this context’. One of these factors was ‘the current oversupply in sectors
of the multi unit market due to excessive land releases’.
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4.28

The Colliers International Discussion Paper (December 2014) noted ‘if these influences are
not taken into account, future land releases and the prices achieved could be negatively
impacted and affect Territory revenue’. The Discussion Paper also identified a series of key
considerations as follows:


overall medium density land supply;



Asset Recycling Initiative payments;



relocation of existing tenants; and



market demand in various locations.

4.29

In relation to the supply of medium density land, the Colliers International Discussion Paper
(December 2014) identified ‘the Canberra market has an overall medium to high density
demand that ranges between 2,000 ‐ 2,200 dwellings per annum’. The Discussion Paper
noted ‘at present there are some 7,000 ‐ 7,500 medium to high density dwelling units in the
pipeline, and in the hands of developers, with a number of areas within Canberra in major
oversupply, such as Woden, Molonglo and Belconnen’.

4.30

In relation to the National Partnership Agreement on Asset Recycling and the fifteen percent
incentive offered by the Australian Government for the sale of public assets, the Colliers
International Discussion Paper (December 2014) stated:
The key consideration to secure this funding is to sell relevant properties but not oversupply
the market to an extent that values achieved impact the benefit of the 15% premium
available.

4.31

The Colliers International Discussion Paper (December 2014) further noted ‘excessive land
releases of multi unit sites at Molonglo and Belconnen have seen for example site values
fall by 25‐30%’. In relation to the market demand in various locations, the Colliers
International Discussion Paper (December 2014) noted:
… demand for medium density accommodation does not represent necessarily supply
available and it is key in the staging of the [Community Services Directorate] sites that they
form part of the [Land Development Agency’s] overall strategic land release plan and demand
on the market.

4.32

The December 2014 Colliers International Discussion Paper further noted:
A significant amount of supply/[Community Services Directorate] sites is on Northbourne
Avenue but this is not the area of highest demand in Canberra for multi unit housing.

4.33

The December 2014 Colliers International Discussion Paper proposed a schedule for the
release of the public housing sites over a five to seven year period from 2015 ‘based upon
all the key considerations and the market demand for multi‐unit housing product in the
various locations’. In determining the proposed schedule, the Colliers International
Discussion Paper noted:
It is a key consideration in formulating the proposed land release of the following sites that a
supply/demand equilibrium is required to be maintained so as to achieve the right financial
outcome.
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If sites are released in a location that exceeds demand it will result in either a decline in the
value achieved, or a requirement of generous settlement terms for the developer to hold the
sites until market conditions improve.
Excessive release of sites in the one location has the potential to see sales revenue to be less
than the benefit from the [Asset Recycling Initiative] if not carefully managed.

October 2015 MacroPlan Dimasi advice
4.34

In October 2015, MacroPlan Dimasi provided advice to the Office of Coordinator General,
Urban Renewal, which:
… evaluates a sales process for a set of A.C.T. Government properties in response to the
Commonwealth Government Asset Recycling Initiative. The report addresses the merits of a
sales process that bundles a set of Government properties as a single line, as opposed to
individual lot sales.

4.35

The MacroPlan Dimasi report (October 2015) identified an estimated yield of 3,500
apartments across the ACT Government’s Northbourne Avenue assets included in the Asset
Recycling Initiative, including public housing sites and other ACT Government sites. The
MacroPlan Dimasi report stated:
Our analysis supports a bundling strategy for residential lots aiming to secure optimal value
through scale that would attract interest from national and international developers. On the
other hand, the framework would generate a set of individual commercial (office and retail
floorspace) lots, which would be suitable for local developers.
An individual site sales process is preferred for commercial lots, as local developers will have
established business connections that generate specific tenants for office buildings or buyers
for strata titled commercial spaces.

4.36

The MacroPlan Dimasi report also stated:
The specified ACT [Asset Recycling Initiative] sites represent an important opportunity for the
creation of additional value from physical complements across the sites. This value is more
likely to be unlocked through the sale of lots as a single or dual bundle, which allow for the
creation of distinct precincts along Northbourne Avenue.

4.37

With respect to potential developer interest in the sites the MacroPlan Dimasi report stated:
MacroPlan Dimasi has surveyed a number of development companies to seek their view on
how the market might respond to an offer of a bundle sale of lots, amounting to potentially
3,500 apartments within the inner Canberra region.
…
A mixed response was received from the set of interviews, although the positive responses
outweighed the negative views. Overall, the interviews revealed some depth of interest in the
proposition of a bundle sale for the ACT [Asset Recycling Initiative] sites, such that a
competitive process is likely to ensure from an expression of interest campaign.

Office of Coordinator‐General, Urban Renewal land release strategy
4.38
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In September 2016, advice was prepared from the Office of the Coordinator General, Urban
Renewal for the acting Director‐General, Economic Development. The purpose of the advice
was to ‘update you on the strategy for the release of the Asset Recycling Initiative sites and
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to seek your agreement to the revised land release strategy for the Asset Recycling Initiative
sites.
4.39

The advice included a proposed land release strategy and timing for the Asset Recycling
Initiative public housing assets including:


release mechanism, i.e. whether the sites would be released as individual blocks or
precincts;



demolition responsibility, i.e. whether the ACT Government or developer would be
responsible for the demolition;



sale event, i.e. whether the site would be sold via tender or auction;



design control, i.e. the need for design controls associated with the sites;



release dates, i.e. the expected date for either auction or advertisement by tender;
and



settlement period, i.e. the financial year period where the final payment for the sites
will occur.

4.40

The acting Director‐General, Economic Development agreed to the proposed land release
strategy and the expected timing of the sale of the properties.

4.41

The dates for the expected release of the Asset Recycling Initiative public housing sites are
shown in Table 4‐1.

4.42

A Colliers International Discussion Paper (December 2014) identified risks to the Public
Housing Renewal Program of the potential oversupply of properties to the market that
might be exacerbated by the sale of the public housing properties. The Discussion Paper
identified a series of key factors for consideration and advised ‘if these influences are not
taken into account, future land releases and the prices achieved could be negatively
impacted and affect Territory revenue’. A key concern raised in the Discussion Paper was
past experience associated with the excessive release of dwellings that created an
oversupply for the market and a resulting decrease in value. The Discussion Paper identified
a timeframe of five to seven years over which the public housing properties should be
released to the market noting that ‘if sites are released in a location that exceeds demand
it will result in either a decline in the value achieved, or a requirement of generous
settlement terms for the developer to hold the sites until market conditions improve’ and
‘excessive release of sites in the one location has the potential to see sales revenue to be
less than the benefit from the [Asset Recycling Initiative] if not carefully managed’.

4.43

An October 2015 MacroPlan Dimasi report identified an estimated yield of 3,500
apartments across the ACT Government’s Northbourne Avenue assets included in the Asset
Recycling Initiative, including public housing sites and other ACT Government sites. The
MacroPlan Dimasi report recommended the bundling of ACT Government assets into
precincts for sale as ‘[the] value is more likely to be unlocked through the sale of lots as a
single or dual bundle, which allow for the creation of distinct precincts along Northbourne
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Avenue’. The MacroPlan Dimasi report identified that, following consultation with a number
of developers, ‘a mixed response was received from the set of interviews, although the
positive responses outweighed the negative views. Overall, the interviews revealed some
depth of interest in the proposition of a bundle sale for the ACT [Asset Recycling Initiative]
sites, such that a competitive process is likely to ensure from an expression of interest
campaign’.
4.44

In relation to risks associated with lower than expected sales revenue, the Audit Office was
advised in correspondence from the Under‐Treasurer, Director‐General of the Community
Services Directorate and Director‐General of the Environment, Planning and Sustainable
Development Directorate ‘there is continual monitoring of sales results, by the [Land
Development Agency] and through the provision of regular reporting to the Steering
Committee and six monthly reports to Cabinet. Should there be evidence of over‐supply or
underperformance of sales results, the Steering Committee would consider this and provide
advice to Cabinet. This may include a recommendation to delay the sale of properties,
noting that receipt of [Asset Recycling Initiative] revenue is likely to be jeopardised as a
result’.

Progress on the acquisition of replacement public housing
properties
Supply of land
4.45
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As at April 2017, the Public Housing Renewal Taskforce identified that the availability and
supply of land means ‘there are potential 1,335 dwellings available for the public housing
renewal program’. A potential supply of 1,335 dwellings exceeds the number of 1,288
dwellings required under the Public Housing Renewal Program. However, in relation to the
supply of land for a potential 1,335 replacement dwellings, the Taskforce has also identified:


769 dwellings are considered ‘secure’ as they are ‘completed, under construction, or
purchases with contracts exchanged or offers accepted’;



81 dwellings are considered ‘low risk’ as they are ‘expected to be available and able to
be delivered within program timeframe’;



146 dwellings are considered ‘medium risk’ as they ‘remain a probable source of land
supply but has risk factors including timing’; and



339 dwellings are considered ‘high risk’ as they ‘continue to be considered however
has significant risk factors, particularly timing or community reaction’.
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Supply of dwellings
4.46

As part of its reporting to the Public Housing Renewal Steering Committee, the Public
Housing Renewal Taskforce has developed a schedule of asset transfers to Housing ACT,
which represents the actual and proposed timing of the transfer of replacement public
housing dwellings to Housing ACT. In contrast with the ‘potential 1,335 dwellings available
for the public housing renewal program’ identified in the preceding paragraph, the schedule
of asset transfers is based on the number of dwellings that is known with some specificity
and precision. As at April 2017 1,090 dwellings were identified for inclusion in the schedule
of asset transfers to Housing ACT. (Replacement dwellings for Gowrie Court (Narrabundah)
were not identified as this had yet to be considered by Cabinet).

4.47

Table 4‐3 shows progress in relation to the transfer of replacement public housing dwellings
to Housing ACT for those that are due to be lost due to the sale of public housing assets.
The table shows the total number of replacement dwellings that have been identified for
each tranche of activity under the program, the expected location of replacement
properties and the difference in the number of replacement dwellings compared to the
number of dwellings in existing public housing properties. In some instances the
replacement public housing properties have already been established (i.e. constructed or
purchased), while in other instances the replacement properties have been tentatively
planned or identified.
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Table 4‐3
Tranche

1

Replacement public housing replacement dwelling totals compared to
existing public housing dwelling totals
Complex

Owen Flats
Red Hill
Housing
Precinct

2

3

4

5

6
Total

Allawah
Court

Existing
Total

Existing
Total

(Per Site)

(Per
Tranche)

48

48

Replacement
Suburb

Nicholls, Monash,
Chisholm

Difference

58

10

144

114

Garden Flats
(Karuah)

46

Northbourne
Flats
(Braddon)

107

Northbourne
Flats
(Turner)

148

Bega Court

114

Stuart Flats

146

Currong
Apartments

212

Strathgordon
Court

83

Lyneham
and De
Burgh

54

Gowrie
Court

72
1,288

304

Coombs
Moncrieff,
Amaroo

297

(7)

369

Denman Prospect,
Narrabundah,
Throsby,
Greenway, Holt,
Monash, Casey,
Turner,
Palmerston,
Franklin, Downer,
Moncrieff,
Lyneham,
O’Connor,
Dickson

313

(56)

358

Braddon, Casey,
Palmerston,
Lyneham,
Kambah, Gilmore,
Macgregor,
Weston,
Greenway,
Dickson, Bonner,
Amaroo,
Gungahlin,
Chapman, Wright,
Holt

251

(107)

137

Holder, Chifley,
Mawson, Gordon,
Macgregor, Taylor

171

34

1,090

(126)

1,216

Source:

ACT Audit Office based on Public Housing Renewal Taskforce documentation

Note:

Replacement dwelling figures are as at April 2017

Page 100

Replacement
Total

Public Housing Renewal Program

4: Delivery of the Public Housing Renewal Program

4.48

4.49

Analysis of progress in relation to the transfer of replacement public housing dwellings to
Housing ACT for those that are due to be lost due to the sale of existing public housing assets
shows:


as at April 2017 a total of 1,090 actual and potential replacement dwellings have been
identified for the 1,288 public housing dwellings expected to be sold under the Public
Housing Renewal Program; and



early tranches of activity under the Public Housing Renewal Program identified an
expected increase in the number of replacement public housing properties, while
later tranches of activity have identified a shortfall in the number of replacement
public housing properties. This shows the difficulties faced by the Public Housing
Renewal Taskforce in identifying sufficient number of replacement public housing
properties.

Table 4‐4 shows the number of replacement public housing dwellings that have been
transferred to Housing ACT under the Public Housing Renewal Program, as at April 2017.

Table 4‐4

Transfers of replacement public housing dwellings to Housing ACT
Total dwellings

Dwellings transferred to
Housing ACT

Dwellings yet to be
transferred to Housing
ACT

Tranche 1

58

45

13

Tranche 2

297

116

181

Tranche 3

313

110

203

Tranche 4

251

22

229

Tranche 5 & 6

171

0

171

1 090

293

797

Total
Source:

ACT Audit Office based on Public Housing Renewal Taskforce documentation

Note:

Figures are as at April 2017

4.50

Analysis of replacement public housing dwellings that have been transferred to Housing ACT
shows that, as at April 2017, 293 out of a total of 1,090 identified dwellings (26.9 percent)
have been transferred to Housing ACT. This represents 22.7 percent of the total number of
1,288 dwellings expected to be sold for the purpose of the Public Housing Renewal Program.

4.51

Figure 4‐1 shows the expected timing of the transfer of dwellings to Housing ACT under the
Public Housing Renewal Program.
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Figure 4‐1

Timing of dwellings to be released to Housing ACT

250
225
Number of dwellings

200
175
150
125
100
75
50
25
0
Dec Apr
2015

Jun Sep Nov Jan Mar May Jul
2016

Sep Nov Jan Mar May Jul

2017
Year

Dec

2018

Source:

ACT Audit Office based on Public Housing Renewal Taskforce documentation

Note:

Information presented is as at April 2017

4.52

Analysis of the timing of the transfer of dwellings to Housing ACT under the Public Housing
Renewal Program shows a significant number of dwellings are expected to be transferred
in later stages of the program, including 264 dwellings in 2017‐18 and 286 dwellings in
2018‐19 (all of these are expected to be transferred between July and December 2018). Of
the 286 dwellings expected to be transferred in 2018‐19, 235 dwellings are expected to be
transferred in December 2018. This is likely to place pressure on the Public Housing Renewal
Taskforce and Housing ACT’s administrative processes in the concluding stages of the
program.

Public Housing Renewal Steering Committee reporting on progress
4.53

The Public Housing Renewal Taskforce regularly reports progress on the implementation of
the program to the Public Housing Renewal Steering Committee.

4.54

An analysis of reporting to the Public Housing Renewal Steering Committee on progress for
the transfer of replacement public housing dwellings to Housing ACT shows there are
significant risks to the implementation of the Public Housing Renewal Program through the
achievement of the replacement of public housing dwellings. In addition to the 293
reported as having been transferred:
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action on 378 replacement dwellings is reported as not having started (47.4 percent
of the remaining 797 identified);



action on 23 replacement properties is reported as being at risk (5‐10 percent
variance to schedule) (2.89 percent of the remaining 797 identified); and

Public Housing Renewal Program

4: Delivery of the Public Housing Renewal Program



4.55

action on 396 properties is reported as not being at risk (<5 percent variance to
schedule) (49.69 percent of the remaining 797 identified).

Clause 15 of the National Partnership Agreement provides ‘The sale of the asset must be
completed and the construction of the additional infrastructure must commence on or
before 30 June 2019’.

Location of replacement properties
4.56

The June 2014 Cabinet submission associated with the Public Housing Renewal Program
recommended that ‘replacement public housing properties should be established within
800 metres of the Capital Metro Corridor, in other areas in the inner north and in other
areas of Canberra on existing HACT, EDD and community facility land’. The June 2014
Cabinet submission further advised:
… the approach will ‘salt and pepper’ public housing dwellings in concentrations of
approximately 15 to 25 dwellings on sites including Flemington Road, the inner north and
close to the city … There would be additional sites also identified across other areas of
Canberra on sites currently under the control of HACT, EDD and on community facilities sites.
[Community Services Directorate] will give consideration to tenant preferences and needs.
Some flexibility on the sites and corridor is required. Some land may be just outside the 800
metre zone or in other areas of Canberra. Some sites may support a higher density
development, such as for older people on community facilities land. Other sites may be mixed
developments comprising public housing and other tenures.

4.57

Appendix A includes a map of Canberra showing the location of replacement public housing
properties. Table 4‐5 shows the location of expected replacement properties across ACT
suburbs, as at April 2017.
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Table 4‐5

Location of expected replacement public housing dwellings

Dwelling location
Inner North

Number of
dwellings

Dwelling location
177

Tuggeranong

Number of
dwellings
137

Lyneham

58

Monash

25

O'Connor

24

Greenway

52

Downer

20

Kambah

30

Dickson

25

Chisholm

20

Turner

11

Gordon

6

Braddon

39

Gilmore

4

Weston Creek

15

Weston
Belconnen

15
101

Gungahlin
Moncrieff

140

Taylor

95

Holt

55

Throsby

67

Macgregor

13

Amaroo

54

Kaleen

33

Casey

30

208

Gungahlin

24

Coombs

150

Palmerston

17

Wright

10

Nicholls

13

Denman Prospect

48

Bonner

11

Franklin

1

Molonglo

Source:

ACT Audit Office based on Public Housing Renewal Taskforce documentation

Note:

Number and location of expected dwellings is as at April 2017
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4.58

The June 2014 Cabinet submission associated with the Public Housing Renewal Program
recommended that ‘replacement public housing properties should be established within
800 metres of the Capital Metro Corridor, in other areas in the inner north and in other
areas of Canberra on existing [Housing ACT], [Economic Development Directorate] and
community facility land’. Analysis of the location of replacement public housing dwellings
shows the majority of replacement public housing dwellings are expected to be located in
new land developments in outer areas of Canberra. In this respect:


approximately 202 replacement public housing dwellings are expected to be
‘established within 800 metres of the Capital Metro Corridor’. This includes
replacement dwellings identified in the Inner North, Gungahlin and Franklin;



the Inner North, Inner South and Woden areas, in which the 1,288 public housing
dwellings were located, are expected to account for 177 of the replacement public
housing dwellings; and



the majority of replacement public housing properties are expected to be located in
Gungahlin (452 of a total of 1,090), with the new suburbs of Moncrieff, Throsby and
Taylor accounting for up to 302 replacement properties.

Delivery mechanisms for replacement public housing
properties
4.59

4.60

In order to deliver at least 1,288 replacement public housing dwellings, the Public Housing
Renewal Taskforce has implemented a number of different approaches, including:


the design and construction of replacement public housing dwellings on greenfield
sites and infill sites;



the design and construction of replacement public housing dwellings on community
facility‐zoned land;



the acquisition of replacement public housing dwellings from the market through
expressions of interest;



purchases of Housing ACT replacement public housing dwellings; and



strategic purchases.

Table 4‐6 shows the breakdown of delivery methods for the replacement public housing
dwellings, as at April 2017. Table 4‐6 shows the Taskforce’s assessment of the risks
associated with each of the delivery mechanisms.
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Table 4‐6

Delivery mechanisms for replacement public housing dwellings
Risk
Secure

Greenfield
(design and construct)
Infill
(design and construct)

Low

379

Total
Medium

81

113

12

Community Facility
(design and construct)
Expression of Interest
(acquisition)
Housing ACT purchases
(acquisition)
Strategic purchase
(acquisition)
Total

334
38

33

High
56

629

54

66

138

138

78

412

13

84

6
769

6
81

146

339

1335

Source:

ACT Audit Office based on Public Housing Renewal Taskforce documentation

4.61

Analysis of the different delivery mechanisms for the replacement public housing properties
shows:
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629 dwellings are intended to be delivered through the design and construction on
greenfield sites. The delivery of 56 of these dwellings are identified as high risk;



66 dwellings are intended to be delivered through design and construction on infill
sites. The delivery of 54 of these dwellings are identified as high risk;



138 dwellings are intended to be delivered through design and construction on
community facility‐zoned land. The delivery of all of these dwellings are identified as
high risk;



412 dwellings are intended to be delivered through acquisition from the market
through expressions of interest. The delivery of 78 of these dwellings are identified as
high risk;



84 dwellings are intended to be delivered through the purchase of Housing ACT
replacement public housing dwellings. The delivery of 13 of these dwellings are
identified as high risk; and



6 dwellings are intended to be delivered through strategic acquisition.
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Initial delivery mechanisms for replacement public housing properties
Delivery model
4.62

Business Cases identified a number of different options for replacement dwellings for the
sale of existing public housing properties. For example, the Business Case for Tranche 1
Owen Flats identified the following options:


‘HACT to build on existing sites within the 800 metre redevelopment zone adjacent to
Northbourne Avenue as well as other sites across Canberra. The location, land
requirements for each type of development and type of construction impact upon the
final cost for replacing the units, including if land is to be purchased for
redevelopment’;



‘HACT to purchase replacement properties’;



‘HACT to lease properties from private landowners for housing public housing
tenants’; and



‘HACT to purchase units in private developments being in the pipeline’.

4.63

The Tranche 1 Business Case for Owen Flats further identified that alternative options such
as Public‐Private Partnerships or Joint Ventures were not considered ‘as they are
inappropriate for the delivery of small scale public housing redevelopment due to the time
and cost in establishing the delivery vehicles and the small scale of the development’.

4.64

Subsequent Business Cases for Tranche 2 (Allawah Court (Braddon), Karuah (Dickson) and
Red Hill Housing Precinct (Red Hill)) and Tranche 3 (Bega Court (Reid) and Northbourne Flats
(Braddon and Turner)), Tranche 4 (Currong Apartments (Braddon) and Stuart Flats (Griffith))
and Tranche 5 (Strathgordon Court (Lyons) and Lyneham and De Burgh (North and South)
(Lyneham)) identified similar considerations to the Tranche 1 Business Case, although it is
noted that the first consideration was reworded to de‐emphasise the 800 metre
redevelopment zone adjacent to Northbourne Avenue:
… construction of new HACT properties on existing sites.

4.65

In relation to the purchase of replacement properties, the Tranche 1 Business Case for Owen
Flats noted ‘[it] is an option and will be considered as part of the ongoing replacement
program, but this option is generally only realistic for tenants relocating to areas in Canberra
where 2‐bedroom units are available at a reasonable price in small scale developments’.
The Business Case further advised:
HACT recommends against the purchase of units in body corporate due to the costs and issues
associated with public housing tenants being collocated with private neighbours in these
complexes. Such arrangements do not provide good outcomes for public housing tenants and
considerably increases the cost to HACT. Tenants located in body corporate managed
complexes are sometimes the victims of stigmatisation, abuse and intimidation from their
private neighbours. Body corporate charges are a significant cost that increase substantially
each year and the cost increases are outside the control of HACT.
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4.66

The Tranche 1 Business Case for Owen Flats identified a recommended strategic option ‘for
the government to fund the construction costs for … roof‐for‐roof replacement units … on
land at a number of sites elsewhere across Canberra’. The Business Case states:
The best option to achieve all the requirements is for the appropriation of funding and
provision of land to construct [the replacement dwellings]. Delivery within the timeframes and
at the best cost and lowest risk will depend upon the early identification and delivery of the
land for the developments so that any planning and Development Approvals and construction
can commence as early as possible.

Placement of sites
4.67

The use of greenfield, infill and community facility‐zoned land was envisaged as the location
for replacement public housing dwellings at the outset of the program. For example, the
Tranche 1 Business Case for Owen Flats had already identified three community facility‐
zoned sites (at Nicholls, Chisholm and Monash) as the location of the replacement dwellings.
The Tranche 2 Business Case (Allawah Court (Braddon), Karuah Flats (Dickson) and Red Hill
Housing Precinct (Red Hill)) had already identified three greenfield sites at Amaroo, Coombs
and Moncrieff as the location of replacement dwellings.

4.68

Subsequent Business Cases did not specifically identify the location of replacement public
housing dwellings, but identified that replacement public housing dwellings could be
designed and constructed on a variety of different land, including ‘a mixture of Greenfield
estates, community facility and commercial land, rezoned sites …’

Cost considerations
4.69

Business Cases for the first five tranches identified costs associated with the design and
construction of replacement public housing dwellings. Initial Business Cases identified ‘the
cost of construction for each development type differs as does the land requirements’, but
was estimated at between $292,600 for a single story two bedroom dwelling through to
$379,000 for a multi‐story unit (with each additional bedroom costed at $44,000 per room).

4.70

Business Cases identified that land to be transferred from the Land Development Agency in
greenfield estates would be ‘at an agreed servicing cost to build the replacement properties’,
while ‘community facility land will be at no cost to the program, although the economic
model will encompass the opportunity cost of this land below the line’. In relation to the
opportunity cost of using community facility‐zoned land, Resolution Consulting advised:
While the approach used in the model is reasonable when assessing cash flow, it does not
provide a complete picture when assessing which scenario is the more cost effective. The full
value of land transferred for public housing use also needs to be considered. This is the
opportunity cost for the loss of revenue, had the land been sold to developers and not used
for public housing, or the loss of community amenity where open spaces of community facility
sites are used. The Report to the Public Housing Renewal Taskforce on the Financial Analysis of
the Public Housing Renewal Programme did note that there is such an opportunity cost,
although no estimate of this cost was provided.
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4.71

Business Cases for the renewal of public housing properties have identified a number of
different options for replacement dwellings for the sale of existing public housing properties,
including Housing ACT’s construction of replacement dwellings on suitably identified land,
the purchase of replacement properties, the leasing of properties from private landowners
and Housing ACT’s purchase of units in private developments in the construction pipeline.
The original financial model (May 2015) was prepared on the basis that the replacement of
public housing dwellings would be achieved through design and construction on Territory‐
owned land at a cost of $292,600 (including GST) for single dwellings and $362,000
(including GST) for multi‐unit dwellings. The design and construction of replacement
dwellings was approved for the first and second tranches in December 2014 and March
2015.

Revised delivery model for replacement public housing properties
4.72

Risks associated with the preferred delivery model for replacement properties (i.e. the
appropriation of funding and provision of land to construct the replacement dwellings) were
identified as early as April 2015. A Public Housing Renewal Steering Committee agenda
paper for its April 2015 meeting identified:
There are limited further Greenfield estates available/programmed to meet the public housing
renewal need … A significant shortfall of land supply … exists as highlighted in the attached
land supply program which identifies supported and potential land options for the public
housing renewal program. Alternative sources of land supply are required to meet the
program.

4.73

The Public Housing Renewal Steering Committee agenda paper for its April 2015 meeting
discussed the different options for the supply of land for replacement public housing
dwellings, including greenfield estates identified in the land supply pipeline, a range of
urban infill sites for which redevelopment work was underway and community and other
land within the control of the Government. However, the agenda paper noted:
The above options for the use of ACT Government owned land are limited and present a risk of
a significant shortfall. Alternative procurement and delivery options for supply from the
private development sector are being reviewed. Industry sources indicate there are a number
of developments, at various stages of design that are not proceeding due to the current
softness of the residential market in the ACT. These initiatives are likely to put pressure on the
renewal program budget and add to the challenges of other more costly options such as
providing replacement housing on redevelopment sites.
The Taskforce is preparing a RFP for private sector options for land supply appropriate for the
public housing renewal program.

Purchase of dwellings from private suppliers through Expressions Of Interest
4.74

As identified in Table 4‐6, up to 412 properties have been identified as being acquired
through Expressions of Interest in the broader market. Two Expressions of Interest exercises
have been undertaken.
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First Expression of Interest
4.75

At its June 2015 meeting the Public Housing Renewal Steering Committee was advised that
an Expression of Interest / Request for Proposal had been drafted and presented to the
Government Procurement Board for its consideration. A June 2015 agenda paper identified:
The EOI/RFP intends to address the shortfall in available land for the public housing renewal
program. It provides a formalised approach, in line with ACT Government procurement
guidelines, to manage ‘unsolicited approaches’ from the private sector.
The EOI/RFP provides an additional method by which the Public Housing Renewal Taskforce
can identify land and/or built form options to provide replacement housing through the public
housing renewal program.

4.76

4.77

4.78

The Expression of Interest exercise was facilitated by Colliers International on behalf of the
Land Development Agency. Colliers International submitted a fee proposal in May 2015 and
a work order was agreed in June 2015. The work order required Colliers International to
inter alia:


‘prepare a strategy and facilitate an Expression of Interest process to enable the
acquisition of dwellings for the public housing renewal program’;



‘prepare a draft of the Expression of Interest documentation … issue the final agreed
document to the public via advertisements and provide briefings to interested parties
as required … Colliers International may also provide valuation advice to the Public
Housing Renewal Taskforce’;



‘Management of the sales process for each property including negotiations and
preparations of sales documentation as agreed by the Public Housing Renewal
Taskforce’; and



‘Management of all questions and answers as agreed by the Public Housing Renewal
Taskforce’.

The first Expression of Interest was advertised on 20 June 2015 and closed on 20 July 2015.
According to the Evaluation Plan (July 2015) an Initial Assessment Team was comprised of:


Director, Public Housing Renewal Taskforce (Chief Minister, Treasury and Economic
Development Directorate);



Senior Manager, Housing and Community Services (Community Services Directorate);



Senior Manager, Public Housing Renewal Taskforce;



Consultant, Public Housing Renewal Taskforce;



General Manager, Land Marketing (Colliers International); and



ACT Chief Executive (Colliers International).

According to the Evaluation Plan (July 2015) the Evaluation Team was comprised of:
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Executive Director, Public Housing Renewal Taskforce (Chief Minister, Treasury and
Economic Development Directorate); and



Executive Director, Housing and Community Services (Community Services
Directorate).

4.79

The involvement of Housing ACT representatives in both the Initial Assessment Team and
Evaluation Team was intended to provide some assurance that dwellings identified and
selected through the Expression of Interest process would meet Housing ACT’s
requirements.

4.80

Over 100 inquiries were received and 34 proposals were submitted. Seventeen proposals
were deemed suitable for progressing to negotiations with the proponents.

Audit of Expression of Interest process
4.81

In January 2016 Axiom Associates was engaged to undertake an audit of the Expression of
Interest process. The May 2016 report identified one High Risk finding, nine Medium Risk
findings and four Management Awareness Points. The High Risk finding stated:
The EOI process would be improved if the potential or perceived conflicts with the multiple
roles that Colliers was engaged to undertake could be resolved.

4.82

The nine Medium Risk findings related to a number of different administrative and record‐
keeping matters as follows:


‘The Government Procurement Board has requested the inclusion of a dedicated
Probity Adviser for the EOI project. Although the Taskforce later provided information
to the Public Housing Renewal Steering Committee and subsequently advised the
Chair of the Government Procurement Board regarding the deviation from this
requirement, it would be better if the approval by the Government Procurement
Board for this deviation was documented’;



‘Although there was an overall plan and risk management plan for the program, there
was no procurement plan and risk management plan developed for the EOI process’;



‘The evaluation processes outlined in the Evaluation Plan were not followed in all
instances’;



‘Segregation of duties could be better maintained by avoiding any overlap between
the Evaluation Team membership and the delegate approving spending arising from
the EOI process’;



‘The evaluation criteria could be enhanced by including a scoring methodology for
each evaluation criteria, the absence of which may have resulted in some
inconsistencies in scoring’;



‘The EOI does not seek adequate information to facilitate evaluation against risk
based criteria (including past performance, financial capacity, technical and
managerial skills and resource capacity). Assessments of those criteria were largely
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based on industry knowledge of the Evaluation Team and Initial Assessment Team
members and lacked adequate documentary support’;

4.83



‘Although the Evaluation Team and Initial Assessment Team have met regularly during
the evaluation process, it would be better if the minutes for those meetings were
adequately documented as evidence of decision making’;



‘The level of documentation maintained by Colliers in support of the valuations has a
varying degree of adequacy’; and



‘While documentation relating to the EOI process, particularly documentation
concerning subsequent information sought, negotiations held and variations made to
successful proposals may exist, it should be filed electronically or in hard copy on a
timely basis’.

Five recommendations were made as part of the audit. Recommendations and
management comments are as follows:
1. Taskforce should formally document approval of any deviation from requirements of the
Government Procurement Board, other governance committees and delegates. In
addition, a probity adviser should be appointed for the second EOI process.
Management Response: Agreed. The Taskforce agrees that agreement with the Chair of
the Government Procurement Board and advice to the Public Housing Renewal Steering
Committee would have been better treated as written documentation. The Government
Solicitors Office has agreed to act as Probity Advisors to the second EOI and any change to
the procurement process from that presented to the Procurement Board will be
supported by their written agreement.
2. A procurement plan and risk management plan should be developed and implemented for
the second EOI process.
Management Response: Agreed. The Taskforce believes that the overarching Program
Plan and Risk Management Plan cover the range of activities undertaken in the Expression
of Interest process. Notwithstanding this specific Procurement and Risk Management
Plans have been prepared for the second EOI.
3. Although there might be valid business or practical reasons to modify aspects of the
evaluation process, the Evaluation Plan should be updated prior to the change, as long as
the probity of the process is not jeopardised. The delegate should also approve any
material changes to the Evaluation plan.
Management Response: Agreed. The second EOI documents that any changes to the
Evaluation Plan will be cleared with the probity Advisor and the Delegate.
4. In determining membership for the Evaluation Team, considerations should be given to
avoid any overlap with delegates approving spending or the outcome of the evaluation.
Management Response: Noted. The Evaluation Plan for the second EOI clearly identifies
members of the Evaluation Panel and provides segregation of duties. A process will be
agreed with probity advice from GSO for the second EOI for instances where staff
absences may create overlaps.
5. The Taskforce should take into account potential or perceived conflict of interest when
engaging or determining roles of industry advisers and consultants.
Management Response: Agreed. Whilst it is noted that no actual conflict of interest was
evidenced and the external parties completed standard confidentiality and conflict of
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interest declarations, an independent marketing consultant has been appointed to assist
in the second EOI and their role has been documented.

Second Expression of Interest
4.84

In March 2016 the Director‐General of the Economic Development Directorate agreed to a
second Expression of Interest exercise and a ‘Procurement Plan for the purchase of up to
350 residential dwellings suitable for public housing from the private market’. A key issue
associated with the first Expression of Interest exercise was that expressions of interest
were sought during a one month period and that a number of potential suppliers
approached the Public Housing Renewal Taskforce after the closure of the process, thereby
ruling out potentially appropriate options for replacement dwellings. The Minute stated:
The Taskforce has learned from experiences in delivering the first EOI and refined the EOI II
process with changes including:

4.85



Closing date ‐ it is expected that the EOI will be issued in late March or early April
2016 with a final closing date of 30 September 2018 or when the Taskforce meets the
program target of delivering 1,288 dwellings.



Clarification of roles between the Taskforce and Housing ACT and changes to the role
of the consultant, and



Clarification of criteria for properties being sought by the Taskforce.

The Minute also stated:
The EOI process will include an evaluation stage followed by a negotiation and procurement
stage. The Taskforce is currently working with the ACT Government Solicitors’ Office (GSO) and
Housing ACT to finalise the EOI documents.

4.86

The Minute identified that a procurement plan, risk management plan and draft evaluation
and probity plan was being developed and that the ACT Government Solicitor's Office was
to fulfil the role of probity adviser. The Minute also identified that an independent
consultant was to be engaged to assist with the process:
The Taskforce is undertaking a select tender to procure the services of an industry
engagement consultant to promote the EOI to real estate agents, developers, land holders and
other persons who may be interested in submitting proposals. The consultant will be a first
point of contact and provide advice to proponents on preparing a submission for the
Taskforce’s consideration.
Experience from the first EOI and advice from auditors suggest that a single firm’s ability to
reach the whole market may be limited. The Taskforce will therefore engage a consultant who
is independent of real estate firms through the select tender process. GSO has reviewed the
select tender documentation.

4.87

The second Expression of Interest phase is ongoing. As at April 2017 up to 255 replacement
dwellings have been identified as resulting from this process.

4.88

As early as April 2015 the Public Housing Renewal Steering Committee identified risks to the
implementation of the Public Housing Renewal Program associated with the design and
construction of replacement public housing dwellings. It was apparent that there were
fewer options available for the construction of replacement public housing dwellings due
to the limited availability of land. As a risk mitigation measure, the Public Housing Renewal
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Taskforce began consideration of other options for the delivery of replacement public
housing dwellings, including the purchase of dwellings from private suppliers.
4.89

Two Expression of Interest processes have been progressed since 2015, which have sought
to purchase replacement public housing dwellings from the private market. As at April 2017
up to 412 dwellings have been identified as being potentially purchased through this
process. On a per dwelling basis to date, the direct purchase of properties from the market
through expressions of interest has cost more than the design and construction of
replacement properties by the Public Housing Renewal Taskforce. Representatives of
Housing ACT are involved in the evaluation and selection of proposals received through
expressions of interest and this provides assurance that the purchased dwellings will meet
the requirements of Housing ACT into the future.

Purchase / reimbursement of Housing ACT
4.90

As identified in Table 4‐6, 84 properties have been identified as potentially being acquired
through purchase (reimbursement) from Housing ACT. This represents the reimbursement
of Housing ACT for ‘properties in their construction program and in their portfolio’.

4.91

Housing ACT was initially reimbursed for 38 properties within its construction program. The
Public Housing Renewal Taskforce advised that these properties were located in the Inner
North area and there was a desire to have public housing dwellings within the local area
available early in the program for tenants to move into. As the supply of potential land for
replacement dwellings is limited and at risk as the program continues, the Taskforce has
further considered this option. A December 2016 Public Housing Renewal Steering
Committee paper has identified:
Housing ACT has provided the [Public Housing Renewal Taskforce] with a list of possible sites
in the current public housing portfolio that are redevelopment ready, or could be brought on
quickly, and have potential to be included in the public housing renewal program. The
Taskforce has worked with Housing ACT to identify a potential yield of 46 dwellings across 3
sites for an average cost of $417,000 that could contribute to the public housing renewal
program.

4.92

A February 2017 Public Housing Renewal Steering Committee paper identified:
The [Public Housing Renewal Taskforce] has worked with Housing ACT to identify a potential
yield of 46 dwellings across 3 current public housing sites to contribute to the public housing
renewal program. Due to the anticipated timeframes for the development of these sites, they
are currently considered high risk for delivery within the program timeframe.

4.93
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The Public Housing Renewal Taskforce reimbursed Housing ACT for 38 properties that it was
constructing as part of its ongoing renewal program. These properties were located in the
Inner North area and the Taskforce advised of a desire to have public housing dwellings
within the local area available early in the program for tenants to move into. As the supply
of potential land for replacement dwellings is limited and at risk as the program continues,
the Taskforce has further considered this option and is working with Housing ACT to identify
other potential dwellings for which Housing ACT may be reimbursed. As these properties

Public Housing Renewal Program

4: Delivery of the Public Housing Renewal Program

have been initially identified and commissioned by Housing ACT the risk is low that the
purchased dwellings will not meet the requirements of Housing ACT into the future.

Strategic purchases
4.94

As identified in Table 4‐6, six properties have been identified as being acquired as a
‘strategic purchase’. The ‘strategic purchase’ relates to the purchase of six townhouses
within a complex of 17. A May 2016 Public Housing Renewal Steering Committee paper
identified:
As part of the first EOI, one of the proposals that was put forward was for the purchase of 11
townhouses … These dwellings were considered to be suitable because of their size, location
and price. The dwellings were constructed in the late 1980s, so minor refurbishments have
been required prior to settlement and handover of the properties to Housing ACT.
The complex includes 6 other townhouses which are privately owned as separate units.
As proposals were not submitted for the six other dwellings as part of the EOI process, the
[Public Housing Renewal Taskforce] was not, at that time, in a position to make any offers to
purchase these properties.
The [Public Housing Renewal Taskforce] has since received a number of phone calls and emails
from some of the other owners critical of the process and asking the Taskforce to consider the
purchase of their properties. A number of letters and emails have also been sent to the
Minister for Urban Renewal outlining the concerns of the residents about the process and the
way in which these concerns have been dealt with.
The [Public Housing Renewal Taskforce] recognises that this procurement could have been
more effectively co‐ordinated and that the circumstances resulted in a level of uncertainty and
concern for the private residents. One of the lessons from the first EOI process for the second
EOI process, is that if more than half of the units in a given body corporate arrangement are to
be purchased, all owners will be notified through the body corporate.
The Director‐General of Economic Development agreed that the [Public Housing Renewal
Taskforce] could investigate the single select purchase of the remaining six townhouses in the
complex. On agreement of the owners, the Taskforce and Housing ACT undertook property
inspections and arranged for two independent valuations of each townhouse. As at 2 May
2016 the Taskforce has provided letters of offer to all six owners.

4.95

The purchase of units in a body corporate was considered as part of the Business Cases for
the different tranches and rejected. For example, the Tranche 1 Business Case for Owen
Flats stated:
… HACT recommends against the purchase of units in a body corporate due to the costs and
issues associated with public housing tenants being collocated with private neighbours in
these complexes. Such arrangements do not provide good outcomes for public housing
tenants and considerably increases the cost to HACT. Tenants located in body corporate
managed complexes are sometimes the victims of stigmatisation, abuse and intimidation from
their private neighbours. Body corporate charges are a significant cost that increase
substantially each year and the cost increases are outside the control of HACT.
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4.96

A June 2016 Public Housing Renewal Steering Committee paper identified:
The Director‐General, Economic Development agreed that the [Public Housing Renewal
Taskforce] could undertake the single select purchase of six townhouses within the complex …
11 of the 17 units in this complex were purchased through the first EOI. All of the remaining six
private owners in the complex … have accepted offers for the Territory to purchase their
properties.

4.97

Notwithstanding Housing ACT’s initial preference for not co‐locating public housing
dwellings in broader developments, the Public Housing Renewal Taskforce purchased 11
townhouse dwellings in a complex of 17. Subsequent complaints from the private owners
led to the purchase of the remaining six units by the Taskforce. The purchase of the 11
townhouse dwellings was approved by the Evaluation Team formed to evaluate Expressions
of Interest, which also consisted of a representative from Housing ACT.

4.98

At its meeting on 23 September 2016 the Public Housing Renewal Steering Committee was
presented with a paper on the purchasing of properties in bodies corporate complexes
through the Expression of Interest process. The minutes of the meeting recorded that
‘Housing ACT has proposed some principles to guide the purchase of properties in bodies
corporate through the EOI. Housing ACT does not currently have a policy position on this
and needs to develop it further’. As a result of the meeting and the ensuing discussion it
was agreed to give further consideration to developing a position and principles for the
purchasing of replacement dwellings bodies corporate complexes through the Expression
of Interest process.

4.99

Housing ACT has since advised it is ‘currently working to a number of principles in terms of
purchasing in units plans’ and that ‘the purchase of properties in owners corporations is
generally kept to a small proportion, generally not more than 10% of properties within any
given complex’. In purchasing dwellings in bodies corporate complexes, Housing ACT
advised that it takes into consideration factors including:


annual body corporate fees;



Housing ACT’s overall cash flow and capacity to pay body corporate fees;



alignment with broader housing need and waitlist demand;



alignment with criteria in the housing spot purchase policy and design standards
relating to, e.g., amenity, location, standard, size and layout; and



alignment with the ‘salt and pepper’ approach, including:
 location
 number of dwelling within the body corporate; and
 number of units or properties owned by Housing ACT in the relevant area.

4.100 The Public Housing Renewal Taskforce, with approval by the Evaluation Team formed to
evaluate Expressions of Interest, which also included a representative from Housing ACT,
purchased 11 townhouse dwellings in a complex of 17. Subsequent complaints from the
private owners in the complex led to the purchase of the remaining six units by the
Taskforce. Housing ACT has since advised it is ‘currently working to a number of principles
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in terms of purchasing in units plans’ and in doing so, it takes a range of factors into account,
including body corporate fees, alignment with broader housing need and waitlist demand
and the ‘salt and pepper’ approach to public housing.

Spot purchases
4.101 In late 2016, in order to manage risks associated with the delivery of the Public Housing
Renewal Program, the Public Housing Renewal Taskforce has continued to identify
alternative mechanisms for the replacement of public housing dwellings. In November 2016
it identified a desire to pursue ‘spot purchasing’ on the open market. Spot purchases refer
to the direct purchase of properties from private vendors through the market. A November
2016 Minute to the Director‐General of the Economic Development Directorate stated:
… the [Public Housing Renewal Taskforce] identified a number of properties for sale which had
not been submitted through the EOI process. These opportunities were missed because the
Taskforce did not have the capacity to make purchases outside of the EOI process.
The [Public Housing Renewal Taskforce] considered that, in order to ensure the most
comprehensive strategy for acquiring suitable replacement properties, a more proactive
approach to purchasing would be appropriate.

4.102 The Public Housing Renewal Taskforce identified that Housing ACT already had the capacity
to undertake spot purchasing in the market and that it wished to avail itself of this option:
The [Public Housing Renewal Taskforce] noted that Housing ACT, as a Public Trading Entity,
had the capacity to directly purchase properties on the market and had established,
longstanding procedures and processes. A draft spot purchasing policy has been developed
utilising Housing ACT’s processes. It is proposed that agreed properties, consistent with EOI 2
criterion, are purchased by Housing ACT through their standard purchasing processes, and
they are, in turn, reimbursed by the Taskforce.

4.103 The Government Procurement Board has since endorsed the use of spot purchasing for
replacement public housing dwellings under the Public Housing Renewal Program noting
that ‘[the Public Housing Renewal Taskforce] will limit the SPOT sales to 50 biannually, which
is approx 8 per cent of the market, to ensure the market is not distorted’. As at April 2017
no spot purchases had been undertaken.
4.104 As the supply of potential land for replacement dwellings is limited and at risk as the
program continues, as a risk mitigation measure the Public Housing Renewal Taskforce has
sought approval for Housing ACT to undertake spot purchasing of dwellings in the market
and for the Taskforce to reimburse Housing ACT for these purchases. Up to 50 properties
may be purchased biannually through this mechanism in an effort not to distort the market,
although as at April 2017, no properties have been purchased through this mechanism.20 As
potential spot purchases are intended to be initially identified and commissioned by
Housing ACT there is a low risk that the purchased dwellings will not meet the requirements
of Housing ACT into the future.

20

As at 21 June 2017, ACT Government agencies advised that 14 properties had been purchased through
this mechanism.
Public Housing Renewal Program

Page 117

4: Delivery of the Public Housing Renewal Program

Public Housing Renewal Steering Committee mid‐term review
of financial model
4.105 In November 2016 the Public Housing Renewal Taskforce undertook a ‘mid‐term review’ of
the financial model. The relevant Public Housing Renewal Steering Committee agenda paper
noted:
The original model was finalised in May 2015 and has been used to update Cabinet and the
Steering Committee on the financial viability of subsequent Public Housing Renewal business
cases.

4.106 As part of the ‘mid‐term review of the economic model’ a number of ‘parameter updates’
and ‘structural changes’ were applied. ‘Parameter updates’ to the model included inter alia:


‘updated original forecasts with actual revenues and expenses and/or approved
business case assumptions as applicable (ie actual sales and contract tender results
and the Cabinet’s decision to deliver some replacement properties through
Expression of Interest processes)’;



‘updated sales forecasts and sales costs to reflect current valuations and market
appraisals, GST treatment advice and the current sales strategy as agreed by OCG
(this has resulted in sales being pushed out to later years)’;



‘updated value timing of [Asset Recycling Initiative] payments to reflect the change in
sales timing and actual payment timeframes negotiated with the Commonwealth’;



‘updated initial refurbishment costs under the ‘retain’ scenario for the more complex
Currong site’; and



‘updated stamp duty and land tax (as they apply to site sales and the re‐development
and sale of private dwellings on those sites) to reflect changes in the taxation rates
since the original model’.

4.107 ‘Structural changes’ to the model included:


‘the inclusion of the potential impact of heritage constraints in the ‘retain’ scenario.
This assumes a 20 per cent decrease in the residual value of current public housing
sites in forty‐years time, should Government retain these sites’; and



‘the inclusion of the potential impact of Territory Plan Variations (TPV) in the ‘renew’
scenario. This assumes a 20 per cent increase in the residual value of replacement (ie
new) public housing sites where located in the Northbourne Ave corridor or
commercial land use zones in forty‐years time. This is based on an assumption that
planning changes will permit higher densities (and therefore higher potential sales
revenue) over this time’.

4.108 On the basis of the ‘parameter updates’ and ‘structural changes’ to the financial model, the
Public Housing Renewal Steering Committee was advised ‘the nominal benefit of
proceeding with the program is $219.1 million, which is a reduction of $0.8 million against
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the original analysis’. The Public Housing Renewal Steering Committee was advised that the
key drivers of the revised financial result were:


‘a $67.8 million deterioration due to lower sales revenue’;



‘a $18.8 million deterioration due to decreases in below the line impacts (largely flow‐
on impacts from decreased sales revenue)’;



‘a $7.8 million deterioration due to decreases in [Asset Recycling Initiative] revenue (a
flow‐on impact from decreased sales revenue);



‘a $44.2 million improvement due to changes in residual land values flowing from the
inclusion of potential heritage impacts in the ‘retain’ scenario, TPV impacts in the
‘renew scenario’ and changes in the nature of replacement sites (eg. Government
land, land component of market purchases)’;



‘a $31.3 million improvement due to lower replacement property costs’; and



‘a $23.3 million improvement due to increased refurbishment costs in the ‘retain’
scenario’.

4.109 The Public Housing Renewal Steering Committee was advised:
While the total nominated benefits of proceeding with the program remain largely unchanged,
the NPV benefits of the program have decreased significantly. This is because the adjustments
outlined above predominantly decrease revenue in early years and increase revenue or
decrease expenses in later years.
The NPV of the ‘difference’ results in the revised model is $140.117 million (ie when
considered as an up‐front benefit, the Government is $140.1 million better off undertaking the
program). This compares to a NPV benefit of $206.3 million in the original model (i.e. a
decrease of $66.2 million).

4.110 A November 2016 ‘mid‐term review’ of the financial model undertaken by the Public
Housing Renewal Taskforce resulted in a number of changes to the assumptions
underpinning the financial model. The revised assumptions included an acknowledgement
of the lower than expected sales revenue of the public housing sites, which resulted in a
‘deterioration’ in the financial model of $94.4 million ($67.8 million in lower sales revenue,
$18.8 million in flow on below‐the‐line impacts of the lower sales revenue and $7.8 million
less in Asset Recycling Initiative bonus payments). The revised assumptions also included an
‘improvement’ in the financial model due to a range of other assumption changes. The net
result of the changes to the assumptions is a $0.8 million reduction in the difference
between the net cash flows of the scenarios (previously it was $219.8 million and now it is
$219.1 million). Notwithstanding the minimal difference in the net cash flows associated
with the two scenarios, the net present value of the difference in the net cash flows
decreased to $140.1 million (a decrease of $66.2 million compared to the original estimate
of $206.3 million).
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Mid‐term review of the financial model
4.111 The Audit Office has considered the revised assumptions of the financial model following
the Public Housing Renewal Steering Committee’s mid‐term review of the financial model.
Revisions to the financial model that have been considered in detail include:


deterioration due to lower expected sales revenue for the ‘renew’ scenario;



improvement due to changes in residual land values flowing from the inclusion of
potential heritage impacts for the ‘retain’ scenario;



improvement due to Territory Plan Variation impacts for the ‘renew’ scenario;



improvement due to updated refurbishment costs under the ‘retain’ scenario for the
Currong Apartments (Braddon); and



improvement due to lower replacement property costs.

Lower expected sales revenue
4.112 The Public Housing Renewal Steering Committee was advised of a deterioration in the
financial model of approximately $94.4 million ($67.8 million directly due to lower sales
revenue, $18.8 million in below‐the‐line impacts ‘largely flow‐on impacts from decreased
sales revenue’ and $7.8 million due to a decrease in Asset Recycling Initiative payments due
to lower sales revenue). The revised financial model was informed by changes to
assumptions on the basis of lower than expected sales revenue for the public housing sales
that had occurred to date (Dickson Flats (Dickson), Currong and Allawah Apartments
(Braddon) and Karuah Flats (Dickson)). This is discussed in further detail in paragraphs 4.9
to 4.25.
4.113 The revised financial model includes updated actual information for the public housing sales
that have occurred (Dickson Flats (Dickson), Currong and Allawah Apartments (Braddon)
and Karuah Flats (Dickson)) and updated valuation advice for most of the other public
housing properties (and ‘appraisal’ advice for Red Hill Flats (Red Hill) and Stuart Flats
(Griffith)). The updated valuation advice and ‘appraisal’ advice was provided by a range of
valuation service providers and updated earlier advice provided by Colliers International.
The:
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valuation advice for the majority of remaining properties (Owen Flats (Lyneham), Bega
Court (Braddon), Northbourne Flats (Turner), Northbourne Flats (Braddon),
Strathgordon Court (Lyons), Lyneham & DeBurgh (North and South) and Gowrie Court
(Narrabundah)) was increased by 20 percent; and



‘appraisal’ advice for two properties (Red Hill Flats (Red Hill) and Stuart Flats (Griffith))
was discounted by 10 percent.
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4.114 Table 4‐7 shows the public housing asset sales estimates for the public housing properties
that were yet to be sold at the time of development of the revised financial model
(December 2016), including both the original financial model estimates and the revised
financial model estimates.

Table 4‐7

Original and revised financial model estimates of sales proceeds (public
housing assets yet to be sold as at December 2016)
Original financial model

Revised financial model

($ m)

($ m)

Owen Flats (Lyneham)

13.338

10.846

Bega Court (Braddon)

35.399

32.676

Red Hill Flats (Red Hill)

93.256

93.060

Lyneham & De Burgh (North and South)

28.860

27.890

Northbourne Flats (Braddon)

28.662

29.355

Northbourne Flats (Turner)

50.469

52.530

Stuart Flats (Griffith)

71.500

51.539

Strathgordon Court (Lyons)

26.325

22.500

Gowrie Court (Narrabundah)

15.600

15.600

363.409

335.996

Total
Source:

PHRP Mid‐Term Review of Economic Model Presentation to ACT Government Treasury (November 2016)

Note:

Results for Dickson Flats (Dickson), Currong and Allawah Apartments (Braddon) and Garden Flats ‐ Karuah (Dickson) are not
shown as these had been sold by the time of the development of the revised financial model.

4.115 The Audit Office sought evidence on which the valuation advice was increased by 20 percent
and the ‘appraisal’ advice was discounted by 10 percent. In relation to the 20 percent
escalation of valuation advice, the Public Housing Renewal Taskforce advised:
As part of the mid‐program review, a sensitivity analysis was undertaken to assess the impact
of varying the premium. This was agreed with Treasury and subsequently presented to the
Steering Committee. The more conservative estimate of 20 per cent has been used however
the economic model retains the flexibility to be adjusted as actual revenue is realised.
As only two sites have been sold to date (the Currong Apartments/Allawah Court site and the
Karuah/Dickson Flats/Visitor Information Centre site), analysis of results so far indicates a
softening of the residential property market … This has supported the decision to adopt the
more conservative premium of 20 per cent.

4.116 In relation to the 10 percent discount on ‘appraisal’ advice, the Public Housing Renewal
Taskforce advised:
Advice from the Office of Coordinator‐General, Urban Renewal has indicated that appraisals
are not conservative. For example, there was a distinct difference in the valuations and
appraisals received for the Red Hill Housing Precinct. A sensitivity analysis was undertaken to
assess this and a 10 per cent discount on appraisals was considered more appropriate. This
was agreed with Treasury and subsequently presented to the Steering Committee.
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Inclusion of potential heritage impacts in the ‘retain’ scenario
4.117 The Public Housing Renewal Steering Committee was advised of an improvement in the
financial model of approximately $44.2 million ‘due to changes in residual land values
flowing from the inclusion of potential heritage impacts in the ‘retain’ scenario, impacts in
the ‘renew scenario’ and changes in the nature of replacement sites (e.g. Government land,
land component of market purchases)’.
4.118 The revised financial model (December 2016) identifies that the residual value of existing
sites in the retain scenario are estimated to be $131.87 million (present value). This is
$32.97 million (20 percent) lower than the figure in the original model of $164.84 million
(present value). The Public Housing Renewal Taskforce advised that this was due to a
reduction due to the impact of heritage constraints (i.e. an expectation that future heritage
constraints that would apply to the sites would devalue the sites by a further 20 percent).
4.119 The Public Housing Renewal Taskforce advised:
The 20 per cent discount applied to residual values in the 'retain' scenario is the net effect of
heritage impacts over any possible/further Territory Plan Variations. The heritage impacts
have been determined based on an estimate of the number of dwellings which will now be
required to be retained for the longer term. It is reasonable to expect that site yields may
decline further due to likely heritage impacts in the ‘retain’ scenario.

4.120 The Audit Office sought evidence of the rationale for the discount applied to the residual
values in the retain scenario, including changes in assumptions between the original
financial model (May 2015) and the revised financial model (December 2016). In response,
the Public Housing Renewal Taskforce supplied a November 2016 instruction that was
provided to the consultant responsible for the financial model as follows:
Retain scenario ‐ due to greater heritage retention impact on remaining MUP sites (9 sites) ‐
Noting: current impact along Northbourne Avenue is 13%. It could reasonable, if not very
conservatively, be assumed the heritage impact on these MUP's expected over next 40 years
(i.e. the stock will then be at least 80 years old) to be a minimum of 20%.

4.121 The revised financial model (December 2016) identifies that the residual value of existing
sites in the retain scenario are estimated to be $131.87 million (present value), which is
$32.97 million (20 percent) lower than the figure in the original model of $164.84 million.
This reflects an expectation that future heritage constraints that would apply to the sites
would devalue the sites by a further twenty percent. This had the effect of making the cash
flows associated with the ‘retain’ scenario lower. Apart from the November 2016
instruction to the consultant responsible for the financial model to alter the model, the
Public Housing Renewal Taskforce has not provided evidence to support its assumptions on
this matter.
Territory Plan Variation impacts in the renew scenario
4.122 The revised financial model (December 2016) identifies that the residual value of
replacement sites under the renew scenario in the revised financial model would be $96.08
million ($11.28 million higher than the figure of $84.80 million in the original financial model
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(May 2015)). In November 2016 instruction was provided to MGC Capital Partners for the
purpose of revising the model as follows:
The [Public Housing Renewal Taskforce] to‐date has/is procuring approximately 30% of its
required 1,288 replacement dwellings in existing commercial centres (town, group centres)
and within the 800m wide Northbourne Avenue transport corridor. It can be reasonably
expected that over the next 40 years that future governments will support changes to the
Territory Plan (if not several, particularly along the Northbourne Avenue corridor) in these key
commercial/economic precincts, for greater uplift in development potential. It therefore could
reasonably, and very conservatively, be expected that this uplift would be a minimum of 20%
on our existing dwelling procurements.

4.123 In advice to the Audit Office the Public Housing Renewal Taskforce advised:
Current land values for replacement sites do not reflect any uplift which might occur over time
due to proximity to future amenities and infrastructure and Territory Plan Variations. Based on
experiences in the ACT, it is assumed that Territory Plan Variations are likely to take place for
those sites in key areas (such as close to town and group centres or major transport corridors)
over the 40 year analysis timeframe. The 20 percent premium has been applied based on
experiences to date about the potential ‘value add’ provided by undertaking Territory Plan
Variations on existing public housing sites.

4.124 The revised financial model (December 2016) identified that the residual value of
replacement sites under the renew scenario would be $96.08 million ($11.28 million higher
than the figure of $84.80 million in the original financial model (May 2015)). This is
predicated on an assumption that 30 percent of the replacement properties under the
renewal scenario will be located in ‘existing commercial centres (town, group centres) and
within the 800m wide Northbourne Avenue transport corridor’ and an expectation that
future Territory Plan Variations would contribute to an increase in the value of these
properties of 20 percent. This had the effect of making the cash flows associated with the
renew scenario greater. Apart from the November 2016 instruction to the consultant
responsible for the financial model to alter the model, the Public Housing Renewal
Taskforce has not provided evidence to support its assumptions on this matter.
Updated refurbishment costs
4.125 The Public Housing Renewal Steering Committee was advised of an improvement in the
financial model of approximately $23.3 million due to updated refurbishment costs in the
retain scenario for the Currong Apartments (Braddon). This reflects increased costs
associated with refurbishing the building for the continued purpose of providing public
housing. It reflects an increase in the expected cost of refurbishing the Currong Apartments
(Braddon) under the retain scenario from $150,000 per dwelling to $260,000 per dwelling,
which is an increase of $110,000. On the basis that there were 212 dwellings on the site this
equates to an increase of $23.32 million as reported to the Public Housing Renewal Steering
Committee.
4.126 As part of the list of revised assumption associated with the revised financial model
(December 2016) and presented as an appendix to the 6th Tranche Business Case for Gowrie,
this was identified as being due to ‘significant asbestos removal cost of Currong’. However,
these costs had previously been recognised and applied as part of the December 2015 4th
Public Housing Renewal Program
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Tranche Business Case for Currong Apartments (Braddon) and Stuart Flats (Griffith) and
reflected a September 2015 Wilde and Woollard report into expected refurbishment costs
of Currong Apartments (Braddon). (The list of agreed assumptions presented as an appendix
to the 4th Tranche Business Case, however, did not reflect the revised assumption and
continued to identified an initial refurbishment cost of $150,000 per dwelling). This
demonstrates shortcomings in the recording and communication of assumptions
underpinning the financial model.
4.127 On 10 December 2015, in recognition of the discovery of asbestos within the Currong
Apartments (Braddon), the Land Development Agency Governing Board agreed to provide
additional funding up to $14.5 million for the demolition of Currong Apartments, resulting
in a total approved project budget of $20.7 million (including an estimated $4 million in tip
fees). The Public Housing Renewal Taskforce advised that this was due to the discovery of
asbestos by the Land Development Agency in November 2015. Notwithstanding the
apparent discovery of asbestos in the Currong Apartments (Braddon) by the Land
Development Agency in November 2015, this information was not incorporated within the
4th Tranche Business Case (Currong Apartments (Braddon) and Stuart Flats (Griffith)). The
Taskforce advised ‘while additional asbestos in Currong Apartments was initially identified
in November 2015, a full understanding by the Land Development Agency of the extent and
the associated cost impacts was not fully developed until after the 4th Tranche Business Case
had been finalised and progressed to Cabinet in mid‐November 2015’. In relation to the
additional costs associated with the discovery of asbestos within the Currong Apartments
(Braddon) the Taskforce has advised:
The model has not been revised to include an estimate of the full costs that would have been
incurred to refurbish Currong Apartments, now that the full extent of asbestos (including
asbestos piping throughout the building) is known. This has not occurred as the decision to
demolish and sell Currong Apartments has been made, and the demolition is complete. It is
likely that refurbishment costs would be in excess of $260,000 per unit, plus costs associated
with potential ongoing asbestos monitoring activities.

Lower replacement property costs
4.128 The Public Housing Renewal Steering Committee was advised of an improvement in the
financial model of approximately $31.3 million due to lower replacement property costs. In
this respect it is noted that the original financial model (May 2015) was based on the
assumption that all of the replacement public housing dwellings were to be designed and
constructed by the Public Housing Renewal Taskforce and was based on an estimated cost
of $292,600 (including GST) for single dwellings and $362,000 (including GST) for multi‐unit
dwellings.
4.129 The revised financial model (December 2016) identified that 755 public housing dwellings
were to be designed and constructed by the Public Housing Renewal Taskforce and that 533
were expected to be purchased from the market, e.g. through the Expressions of Interest
processes.
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4.130 The revised financial model (December 2016) was based on design and construction costs
being lower than expected to date ‘due to bundling of projects, the application of Design
and Construction Contracts for the sites and market conditions’ and that this had led to
efficiencies in procuring the replacement public housing dwellings. Accordingly, the revised
financial model (December 2016) identified revised design and construction costs of the
replacement public housing dwellings of $241,000 (excluding GST) for 352 dwellings
associated with the early Business Cases and $335,000 (excluding GST) for 403 other
replacement dwellings.
4.131 The revised financial model also assumed that the direct purchase of replacement public
housing dwellings from the market would cost between $400,000 (including GST)
(estimated for 402 dwellings) and $450,000 (including GST) (estimated for 131 dwellings).
The April 2017 Business Case for Gowrie Court (Narrabundah) identified that the 72
replacement dwellings for the Gowrie Court complex ‘are anticipated to be purchased at an
average price of $474,000 per dwelling in the period up to the end of 2018’.
RECOMMENDATION 3

FINANCIAL MODEL ASSUMPTIONS

The Public Housing Renewal Taskforce, for the purpose of ongoing monitoring and decision‐
making, should fully and precisely document the assumptions underpinning the financial
model, including the basis on which inputs derived from the financial model are to be
calculated.

Public Housing Renewal Program

Page 125

5

MANAGEMENT OF PUBLIC HOUSING TENANTS

5.1

This chapter discusses Housing ACT’s activities to manage the relocation of public housing
tenants affected by the Public Housing Renewal Program. It presents governance and
administrative arrangements established for the relocation of public housing tenants,
including assistance provided to affected tenants, and discusses tenants’ experiences of the
relocation process.

Summary
Conclusion
Conclusion
Housing ACT has undertaken considerable work to identify tenants’ relocation needs and
preferences and there is evidence to indicate that these are being taken into account. There has
also been engagement by Housing ACT with a number of community organisations to support
affected tenants.
Chapter Summary
Discussions with public housing tenants affected by the Public Housing Renewal Program and
community organisations involved shows that the relocation process ‘can be stressful, frustrating,
uncertain and confusing as well as bringing with it much grief, dislocation and trauma’ but that
the ‘relocation can often have a positive effect on tenant mental health and well‐being generally’.
While public housing tenants identified some frustrations with the process itself there is evidence
of satisfaction with relocated properties.
Public housing tenants have been supported through the relocation process. ACT Housing has
undertaken pre‐relocation engagement to identify tenants’ needs and preferences and post‐
relocation engagement to monitor that tenants’ needs continue to be met.

Key findings
Paragraph
A February 2015 report to the Public Housing Renewal Steering Committee identified
that, as at 6 February 2015 in the 1,288 public housing dwellings affected by the
Public Housing Renewal Program, there was a total of 1,044 tenancies and 1,363
public housing residents. This number does not include any tenancies (or residents)
in the Dickson Flats (Dickson), who had been relocated through a discrete project
prior to the Public Housing Renewal Program tenancy relocation activities, or
Currong Apartments (Braddon), which had previously been tenanted by students
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through a community housing provider, all of whom were relocated following the
conclusion of the 2014 academic year.21

21

To assist in the relocation of public housing tenants affected by the Public Housing
Renewal Program, two key governance and oversight groups have been established;
the Linking In to New Communities Taskforce and Transforming Communities
Partnership. The Linking In to New Communities Taskforce is intended to oversee the
implementation of the Tenant Relocation Strategy and the activities of the
Transforming Communities Partnership, which has a more practical focus on the
needs and delivery of support to public housing tenants. Membership of the
governance and oversight groups consist of representatives from Housing ACT and
several not‐for‐profit community organisations. The Linking In to New Communities
Taskforce and Transforming Communities Partnership groups provide an effective
mechanism for the oversight of the implementation of tenant relocation activities.

5.25

A Tenant Relocation Project Plan was developed to inform Housing ACT’s activities
for the relocation of tenants affected as part of the Public Housing Renewal Program.
The Tenant Relocation Project Plan was agreed and endorsed in January 2016 and
has since been revised and re‐issued in October 2016. The Tenant Relocation Project
Plan provides a comprehensive framework and overview for the management of the
relocation of tenants affected by the Public Housing Renewal Program. The revised
October 2016 Tenant Relocation Project Plan provides greater detail and guidance
on deliverables associated with each phase of the relocation process.

5.32

The revised October 2016 Tenant Relocation Project Plan does not have references
to individual, site‐specific project planning and management for the relocation of
tenants, as were in the initial version. The revised Project Plan has since
characterised the entire tenant relocation activities as a single project and does not
envisage the preparation and production of site‐specific project management
documentation. This is a reasonable approach, as the preparation of site‐specific
project management document was likely to be onerous and time‐consuming.

5.44

Housing ACT has sought to identify Housing ACT tenants’ preferences and needs for
relocated properties through Tenant Relocation Forms. Early relocation processes
identified tenants’ relocation preferences with a high degree of specificity (i.e. down
to a suburb‐by‐suburb location) although later processes did not go into this level of
detail. Tenants’ needs and preferences have been taken into account when
relocating tenants to replacement dwellings.

5.64

Housing ACT has developed a Public Housing Renewal Relocations Tenant Survey,
which is provided to relocated public housing tenants after their relocation. Although
302 public housing tenancies had been reported as being relocated as at March
2017, only 45 survey forms had been received from a total of 243 issued. This is a
low response and indicates that a survey form may not be the most appropriate and
conducive mechanism for feedback from some public housing clients. Housing ACT

5.70

These are point‐in‐time figures, which reflect the number of tenants as at 6 February 2015.
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has recognised this and advised that it intends to use multiple sources of information
to garner tenant feedback.
Based on discussions with representatives of community organisation involved in
providing support to public housing tenants affected by the Public Housing Renewal
Program Reilly Associates identified that ‘the relocation process for public housing
tenants can be stressful, frustrating, uncertain and confusing as well as bringing with
it much grief, dislocation and trauma associated with the loss of community and
history associated with the old residence’. Nevertheless, Reilly Associates also noted
that ‘relocation can often have a positive effect on tenant mental health and well‐
being generally’.

5.82

Based on discussions with a number of public housing tenants affected by the Public
Housing Renewal Program, Reilly Associates identified that, following advice from
Housing ACT that they were to be relocated, but prior to their relocation, tenants
raised a number of concerns:

5.91



‘the lack of clear and definite information relating to move dates’;



‘the high levels of uncertainty and frustration tenants carry in not
knowing when they will move, or to where’; and



‘the run‐down, unsafe and insecure living environments endured by
remaining tenants in old high‐density housing complexes a tenants
begin moving out and other anti‐social people move into the area’.

In relation to tenants that had been relocated, Reilly Associates reported that public
housing tenants who had been relocated would have appreciated the opportunity to
be able to select from more than one public housing property at a time, or be given
more information about what they could expect to be offered. Nevertheless,
following their move, Reilly Associates identified that:


‘Post‐relocation tenants were mostly effusive in their praise for
Housing’s assistance and support during their move’;



‘Tenants also appreciated the continuing contact with Housing after
relocation’; and



‘Nearly all post‐relocation tenants expressed being happy with their
new home’.

5.92

Residents affected by the program
5.2

Table 5‐1 shows the number of public housing dwellings, public housing tenancies and
residents affected by the Public Housing Renewal Program as reported to the Public Housing
Renewal Steering Committee in February 2015. The figures represent the number of
dwellings and tenancies as at 6 February 2015.
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Table 5‐1

Property and tenancy information (6 February 2015)
Total
dwellings

Number
of
tenancies

Number
of
Housing
ACT
residents

24

48

47

48

Bega Court (Braddon)

114

114

111

127

Allawah Apartments
(Braddon)

114

114

114

162

Location

BS

1BR

Owen Flats (Lyneham)

2BR

24

Garden Flats ‐ Karuah
(Dickson)
Red Hill Flats (Red Hill)

8

Lyneham & De Burgh
(North and South)

7

3BR

4

41

1

46

46

66

32

48

56

144

143

236

54

51

73

47

Northbourne Flats
(Braddon)

33

66

8

107

102

154

Northbourne Flats
(Turner)

44

88

16

148

142

201

146

140

143

83

83

81

72

65

72

1076

1044

1363

Stuart Flats (Griffith)

146

Strathgordon Court
(Lyons)

74

Gowrie Court
Total

8

1

72
15

211

768

82

Source:

ACT Audit Office, based on information provided by Housing ACT

5.3

It is noted that Dickson Flats (Dickson) is included in the Asset Recycling Initiative and had a
total of 21 one bedroom unit dwellings. However, Dickson Flats (Dickson) is not counted as
part of the Public Housing Renewal Program disposal / replacement figures, nor is it
included in the Public Housing Renewal Program tenant relocation activities of Housing ACT.
Dickson Flats was vacated prior to tenant relocation activities commencing under the Public
Housing Renewal Program and Housing ACT advised that it relocated tenants as a discrete
project.

5.4

As at February 2015, there were no public housing tenants living in Currong Apartments
(Braddon). Housing ACT advised that it became responsible for managing the complex in
2014 following it being managed by a community housing provider that had populated the
complex with students (international, interstate and local). Housing ACT advised that the
students were on fixed term tenancies (and therefore not covered by the Housing
Assistance Public Rental Housing Program or the Housing Assistance Act 2007).
Nevertheless, Housing ACT advised that it supported the students through a separate
relocation process following the conclusion of the 2014 academic year.
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Housing Asset Assistance Program
5.5

Whilst the February 2015 report to the Public Housing Renewal Steering Committee
identifies that 1,044 public housing tenancies and 1,363 residents are affected by the Public
Housing Renewal Program it is noted that the multi‐unit properties also included a number
of Housing Asset Assistance Program dwellings. According to the Community Services
Directorate Annual Report 2015‐16:
The HAAP provides properties to a range of government and community providers to meet the
complex needs of clients. This includes clients who are experiencing homelessness and those
whose needs might otherwise not be met by an allocation of public housing. Agencies
allocated housing resources under this program include homelessness services, disability
services, domestic violence services and mental health services.

5.6

The Community Services Directorate Annual Report 2015‐16 identified that a total of 629
properties were managed under the Housing Asset Assistance Program across the Housing
ACT portfolio in 2015‐16. As at 6 February 2015, there were 97 Housing Asset Assistance
Program tenancies in the multi‐unit public housing sites to be sold through the Public
Housing Renewal Program. However, because these dwellings are managed by external
agencies, Housing ACT identified in its February 2015 report to the Public Housing Renewal
Steering Committee that ‘the numbers exclude the occupants of HAAP tenancies as the
occupants are not Housing ACT (HACT) clients and as a result the information is not stored
in the HACT database’.

5.7

A February 2015 report to the Public Housing Renewal Steering Committee identified that,
as at 6 February 2015 in the 1,288 public housing dwellings affected by the Public Housing
Renewal Program, there was a total of 1,044 tenancies and 1,363 public housing residents.
This number does not include any tenancies (or residents) in the Dickson Flats (Dickson),
who had been relocated through a discrete project prior to the Public Housing Renewal
Program tenancy relocation activities, or Currong Apartments (Braddon), which had
previously been tenanted by students through a community housing provider, all of whom
were relocated following the conclusion of the 2014 academic year.22

22

These are point‐in‐time figures, which reflect the number of tenants as at 6 February 2015.
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Governance and oversight arrangements for the relocation of
tenants
Tenant Relocation Strategy
5.8

A Tenant Relocation Strategy was developed in order to establish principles for the
relocation of public housing tenants affected by the Public Housing Renewal Program. The
Tenant Relocation Strategy was developed in May 2014 and presented to the Linking In to
New Communities Taskforce at its May 2014 meeting. The Tenant Relocation Strategy
states it:
… will provide a framework for government, community sector and residents to co‐design
their successful relocation and maximise the opportunities created by planned social housing
redevelopment. A key focus is developing and maintaining people’s links with the new
communities.

5.9

The Tenant Relocation Strategy identifies key principles associated with the strategy, a key
feature of which is support provided to affected persons. In this respect, the Tenant
Relocation Strategy states:
Transformation of housing in a vibrant and inclusive city assists all Canberrans to reach their
potential, to make a contribution and to share the benefits of our community. Our focus will
be to maintain and build community and individual supports for people who are relocated.
…
People have capacity to successfully transition to new homes with:


timeframes that respect people as community members and which allow people to
process changes



clear, accessible information provided in a range of ways and formats



support to move and remain linked in to community



a personal investment in the outcomes on an individual and community level

Governance and oversight groups
5.10

In order to facilitate the relocation of tenants affected by the Public Housing Renewal
Program, two key governance and oversight groups were established:


Linking In to New Communities Taskforce; and



Transforming Communities Partnership.

Linking In to New Communities Taskforce
5.11

Page 132

According to the Tenant Relocation Strategy, the Linking In to New Communities Taskforce
is intended to ‘act as an oversight group throughout the program of redevelopment’ and
‘advise Government on people’s housing and other needs based on the lived experience of
individuals’. The Linking In to New Communities Taskforce is also intended to ‘undertake
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continuous review of this strategy to ensure that it achieves positive outcomes for
individuals and for the community’.
5.12

Terms of Reference were established for the Linking In to New Communities Taskforce,
which identified its purpose as:
To oversee the relocation of public housing tenants as part of the transformation of properties
at Bega Court, Allawah Court and Currong Apartments (BAC) and along the Northbourne
corridor.

5.13

The Terms of Reference established for the Linking In to New Communities Taskforce
identified its aim as:
All public housing tenants relocated as part of the BAC/Northbourne renewal and Capital
Metro projects are rehoused appropriately whilst developing and maintaining their links with
the community, within the timeframes of the redevelopment projects.

5.14

The Terms of Reference established for the Linking In to New Communities Taskforce
identified its activities as:
The [Linking In to New Communities Taskforce] will:


Agree to and oversee the implementation of a Tenant Relocation Strategy for the
relocation of public housing tenants from proposed sites for redevelopment.



Oversee the Transforming Communities Partnership (TCP) in its delivery of
appropriate services and appropriate housing for tenants to be relocated;



Provide advice and recommendations to Government on the future housing
requirements and support needs of public housing tenants to be relocated;



Review the effectiveness of the relocation strategy and procedures and provide
recommendations for future relocation strategies to Housing ACT; and



Address implementation concerns as referred by the [Transforming Communities
Partnership].

5.15

The Linking In to New Communities Taskforce was intended to meet every six weeks. The
Linking in to New Communities Taskforce has met 20 times since its establishment, with the
frequency of meetings varying considerably, sometimes up to nine or ten weeks in between
meetings.

5.16

The Linking In to New Communities Taskforce comprises of representatives from Housing
ACT and several not‐for‐profit community organisations. Representatives from 11 different
community organisations were identified in the original Terms of Reference, but since then
representatives from two of these organisation have not attended and representatives from
another three organisations have attended. The Terms of Reference have been updated to
reflect these changes.

5.17

A review of the minutes associated with the Linking In to New Communities Taskforce has
identified that minutes for each meeting are taken and action items identified from each
meeting are allocated to a responsible person and given a due date. It is apparent that
action items from prior meetings have been considered, but no further detail was recorded
in the minutes with respect to progress or completion. It is apparent that an ‘Actions
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Register’ was presented at the January 2015 meeting, but there is no evidence of this being
included or considered in subsequent meetings.
Transforming Communities Partnership
5.18

5.19

According to the Tenant Relocation Strategy, the Transforming Communities Partnership is
intended to be ‘a collaborative team of service delivery experts from community services
and Housing ACT’ that will implement the Tenant Relocation Strategy. The role of the
Transforming Communities Partnership is to:


‘equip people involved in the program of redevelopment with clear, accessible
information, respectful timeframes and coordinated support’;



‘consult with both communities and individuals to ensure that new homes meet their
housing requirements and support needs’; and



‘[provide] support to connect to new communities and to maintain existing networks’.

Terms of Reference were established for the Transforming Communities Partnership, which
identified its purpose as:
To relocate public housing tenants as part of the transformation of the properties Bega,
Allawah and Currong (BAC) and along the Northbourne corridor.

5.20

The Terms of Reference established for the Transforming Communities Partnership
identified its aim as:
All public housing tenants relocated as part of the BAC/Northbourne renewal and Capital
Metro projects are rehoused appropriately whilst maintaining their links with the community,
within the timeframes of the redevelopment projects.

5.21

The Terms of Reference established for the Transforming Communities Partnership
identified its activities as:
In undertaking the relocation of public housing tenants, the Transforming Communities
Partnership (TCP) will implement the relocation Strategy. Under this strategy, the
[Transforming Communities Partnership] is the key body responsible for the continuous
engagement of public housing tenants to be relocated before, during and after the relocation
process. The Linking into New Communities Taskforce (LINCT) will oversee the [Transforming
Communities Partnership] in its delivery of appropriate services and appropriate housing for
tenants to be relocated.
Through consultation with tenants and according to the Relocation Strategy, the
[Transforming Communities Partnership] will:
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provide information to the oversight group on the overall needs of public housing
tenants to be relocated;



confirm the housing requirements and support needs of individual tenants to be
relocated;



ensure that tenants remain well‐informed and well‐supported throughout the
relocation process;



coordinate the relocation of tenants to housing that meets their housing
requirements, with supports in place which meet their needs upon relocation; and

Public Housing Renewal Program

5: Management of public housing tenants



review the relocation strategy and provide assessment and recommendations for
amendments to the [Linking In to New Communities Taskforce] .

5.22

The Transforming Communities Partnership was intended to meet ‘every two weeks
throughout the relocation process or as required and less frequently prior to the relocation’.
The Transforming Communities Partnership has met 25 times since its establishment,
meeting approximately every four to six weeks.

5.23

The Transforming Communities Partnership comprises of representatives from Housing ACT
and several not‐for‐profit community organisations. Representatives from six different
community organisations were identified in the original Terms of Reference, but since then
representatives from one of these organisations has not attended any meetings and it is
apparent that representatives from another group only attended the first two meetings.
Representatives from another community organisation have since commenced regular
attendance of the group’s meetings.

5.24

A review of the minutes associated with the Transforming Communities Partnership has
identified that minutes for each meeting are taken and action items identified from each
meeting and allocated to a responsible person and given a due date. It is apparent that
action items from prior meetings have been considered and monitored in subsequent
meetings.

5.25

To assist in the relocation of public housing tenants affected by the Public Housing Renewal
Program, two key governance and oversight groups have been established; the Linking In
to New Communities Taskforce and Transforming Communities Partnership. The Linking In
to New Communities Taskforce is intended to oversee the implementation of the Tenant
Relocation Strategy and the activities of the Transforming Communities Partnership, which
has a more practical focus on the needs and delivery of support to public housing tenants.
Membership of the governance and oversight groups consist of representatives from
Housing ACT and several not‐for‐profit community organisations. The Linking In to New
Communities Taskforce and Transforming Communities Partnership groups provide an
effective mechanism for the oversight of the implementation of tenant relocation activities.

Tenant Relocation Project Plan
5.26

In order to inform the relocation of tenants affected as part of the Public Housing Renewal
Program, a Tenant Relocation Project Plan was developed. The Tenant Relocation Project
Plan was agreed and endorsed in January 2016, following the development of an initial draft
project plan in October 2014, and further draft iterations throughout 2015. The Tenant
Relocation Project Plan has since been revised and re‐issued in October 2016. The Tenant
Relocation Project Plan states:
The Project Plan is the high‐level management document for the [Tenant Relocation Project].
It is owned, maintained and utilised by the Tenant Relocation ‐ Public Housing Renewal team
within Tenancy Operations, Housing and Community Services (HACS) to ensure the delivery of
defined Project outcomes.
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5.27

The Tenant Relocation Project Plan states:
The Project will facilitate the following key objectives:

5.28



develop and implement a tenant relocation approach applicable for each ACT public
housing multi unit property site identified in the ACT Government Public Housing
Renewal Program 2014‐2019, acknowledging that there will be different
considerations for each site over time;



work with tenants to find suitable housing and ensure their requirements and
community links are at the centre of the relocation activities;



work in collaboration with community agency partners to develop and deliver the
project;



establish both a governance and operational group comprised of government and
non‐government agencies and peak bodies to provide strategic direction and on‐the‐
ground delivery;



develop and implement a methodology to identify and assess tenant relocation needs
and community links; and



develop engagement and communication tools that facilitate active and timely
engagement with key stakeholders throughout the project.

The Tenant Relocation Project Plan further states:
The [Tenant Relocation Project] is authorised by HACS with the purpose of facilitating the
supported relocation of ACT Government public housing tenants from renewal sites to
alternative public housing properties and to maximise the opportunities created by planned
social housing redevelopment.

5.29

The Tenant Relocation Project Plan identifies several guiding principles for the Tenant
Relocation Project as follows:
Transforming the city/maintaining communities


tenants will be supported to maintain and build community and individual supports
where possible, and to make new connections.

People and properties


we will work with people in recognition that they are part of the local community and
as such have developed strong social links within the area.

Opportunity not imposition


change creates opportunity. Through change, people have the capacity to create
benefits for themselves, and be empowered as individuals as well as communities.



we will work with people and communities to generate opportunity, and not impose
an outcome.

People have capacity to successfully transition to new homes, through:
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timeframes that respect tenants as community members and allows them to process
change.



clear, accessible information provided in a range of ways and formats.



support to move and remain linked into community.



a personal investment in the outcome of an individual and community level.

Public Housing Renewal Program

5: Management of public housing tenants

Individual and community needs to be heard and addressed


we will consult effectively with both communities and individual residents residing in
sites identified for renewal to understand their support needs and concerns in
connecting to communities.

Learn from previous processes

5.30



we will draw on accumulated expertise as well as people’s life experience.



we will continuously learn to strengthen our own practices, integrate new insights, to
adapt and learn in order to apply now and into the future.



we will seek evidence‐based knowledge to support the way we work.

The Tenant Relocation Project Plan identifies a number of different activities and
deliverables associated with the relocation of tenants affected by the Public Housing
Renewal Program. The Tenant Relocation Project Plan identifies that activities are to occur
over five phases for each public housing site:


Phase 1 ‐ Project Scoping and Lessons Learnt
 ‘The first phase seeks to reflect on the Project’s scope, deliverables, resourcing
and timelines. It involves refining the Project processes, drawing on lessons learnt
from prior site relocations and adjustments (if any), to the renewal program
schedule’.



Phase 2 ‐ Identification of Tenant Relocation Needs
 ‘This phase consists of identifying individual tenant household relocation needs
and preferred locations to move. In addition, it involves active community
engagement with tenants by Tenant Relocation Officers and members of the
[Transforming Communities Partnership] to raise awareness of the relocation
activities, establish a visible presence and provide consistent, clear key
messaging’.



Phase 3 ‐ Logistics and Planning
 ‘This phase comprises the preparation of a staged tenant relocation schedule
based on property availability/suitability and identified tenant needs,
geographical area preferences collected in Phase 2, along with processing
transfer application, undertaking property inspections, arranging removalists,
sign‐up to new tenancy and ongoing engagement activities with tenants’.



Phase 4 ‐ Relocation (and support)
 ‘This phase involves the supported move of tenants, cost reimbursements and
the reconnection of utilities (timing is subject to property availability/suitability
and tenant acceptance of the offer of housing)’.



Phase 5 ‐ Post‐Relocation Community Development
 ‘This phase consists of follow‐up engagement with relocated tenants and
monitoring tenant links with their new communities. In addition, it involves Client
Service Visits post‐relocation’.
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5.31

5.32

The Tenant Relocation Project Plan includes a risk register, which is labelled as a Risk
Management Plan, as an appendix to the document. The risk register identifies 43 risks
associated with the relocation of tenants associated with the Public Housing Renewal
Program under the following categories:


risks to tenants;



community stakeholders and wider community;



project management risks;



internal risks;



data management;



reputational risks;



policy environment risks;



financial risks; and



property risks.

A Tenant Relocation Project Plan was developed to inform Housing ACT’s activities for the
relocation of tenants affected as part of the Public Housing Renewal Program. The Tenant
Relocation Project Plan was agreed and endorsed in January 2016 and has since been
revised and re‐issued in October 2016. The Tenant Relocation Project Plan provides a
comprehensive framework and overview for the management of the relocation of tenants
affected by the Public Housing Renewal Program. The revised October 2016 Tenant
Relocation Project Plan provides greater detail and guidance on deliverables associated with
each phase of the relocation process.

Tenant Relocation Communications Strategy
5.33

In order to inform communication with tenants affected as part of the Public Housing
Renewal Program (as well as other stakeholders), a Tenant Relocation Communication
Strategy was developed. The Tenant Relocation Communication Strategy was developed in
August 2015. The Tenant Relocation Communication Strategy states:
The objective of this communications strategy is to bring together different components of the
public housing renewal program and its related projects, so that messaging to tenants, staff,
the community sector, other stakeholders and the wider community is consistent.
Developed in partnership between government and the community sector, the strategy
provides a whole‐of‐government and community framework for raising awareness of the aims
of the redevelopment projects, develop a common narrative for them, gain the support of key
stakeholders and provide regular prompts for updating tenants.
Importantly, it supports the process of communicating with public housing tenants at different
times of the redevelopment projects and providing them with information appropriate to
those stages.
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5.34

5.35

The Tenant Relocation Communication Strategy identifies ‘the key stakeholders involved
and their level of influence over the project’ as well as the nature of communication with
them, including:


Inform ‐ keep informed about progress of strategy;



Consultation ‐ consult on specific strategy activities; and



Involve/Collaborate ‐ include in determining strategy activities.

The nature of communication with the Linking into New Communities Taskforce and
Transforming Communities Partnership was identified as ‘Involve/Collaborate ‐ include in
determining strategy activities’, while the nature of communication with public housing
tenants and community sector partners was identified as ‘Inform ‐ keep informed about
progress of strategy’.

Resident Champions Group
5.36

The Tenant Relocation Strategy identified that a key mechanism for the support of residents
affected by the Tenant Relocation Project would be the establishment of Resident
Champions Groups for each public housing site:
The Resident Champions Group will be established as a forum for members to express their
needs and concerns and share their experience and understanding. Members will have the
opportunity to help shape relocation process before and during the relocation. The RCG will
identify issues and provide recommendations on relocation processes, and actively contribute
to improved outcomes of future programs of redevelopment. In this forum, members will be
leaders for their communities, providing insights into whole‐of‐community issues and
opportunities for positive change. The group will strengthen strategic communication with the
community, alongside direct communication with individual residents.

5.37

Housing ACT advised that it sought to establish a Resident Champions Group, but there was
little interest in participation from the residents (one application was received from an
Owen Flats (Dickson) resident and no applications were received from Allawah Court
(Braddon) residents). In December 2015, the Linking into New Committees Taskforce
members decided that no future applications would be sought to establish a Resident
Champions Group. Housing ACT has also advised that there were already pre‐existing public
housing tenant forums in place, including its Joint Champions Group, whose membership
comprises approximately 30 public housing tenants, some of whom reside in the public
housing sites identified for redevelopment.

Client Service Visits
5.38

The initial Tenant Relocation Project Plan (January 2016) identified that a key component of
the post‐relocation support for affected tenants would be post‐relocation Client Service
Visits. A review of Housing ACT documentation and records identified that, for a selection
of twenty relocated tenants the majority had a:


two‐week visit as planned. For one relocated resident there was no evidence of a
two‐week Client Service Visit, while for other tenants the two‐week Client Service
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Visit may not have been conducted within the two‐week timeframe due to the
unavailability of the client; and


5.39

90 day Client Service Visit or an attempted visit after 90 days. There was evidence of a
completed visit or attempted visit for 19 of the tenants in the selection.

As part of the two‐week Client Service Visit tenants were asked to complete a Two Week
Condition Report and a Client/Tenant Visit form. On both forms there was an opportunity
for tenants to provide further comments. A review of these forms identified positive
comments and feedback from some tenants and some comments relating to the condition
of the new residence, for further action by Housing ACT.

Managing and supporting the relocation of tenants
5.40

5.41

The Tenant Relocation Project Plan identifies a number of activities and deliverables
associated with the relocation of tenants. For each ‘renewal site’ it was intended that the
relocation of tenants be achieved over five phases over a nine to twelve month period. The
five phases are:


Project Scoping and Lessons Learned;



Identification of Tenant Relocation Needs;



Logistics and Planning;



Relocation (and Support); and



Post‐Relocation and Community Development.

However, the Tenant Relocation Program Plan identifies ‘commencement of the Project for
any renewal site is dependent on the availability of replacement public housing properties
to be delivered as part of the Public Housing Renewal Program and available to tenants to
relocate. Roll out of the project phases for each renewal site will be aligned to the delivery
of replacement properties and triggered following confirmation of commencement of
construction or purchase of agreed replacement public housing properties’.

Project planning and management
5.42
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The initial January 2016 Tenant Relocation Project Plan identified that each public housing
renewal site would be subject to its own project planning and management. It was
envisaged that this would include:


‘an operational plan for the relocation of tenants’ (also referred to as a Project Plan);



a Project Management Office;



a Communication Plan;



a Risk Management Plan; and
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(at the conclusion of the relocation of tenants) a Project Closure Report.

5.43

It was envisaged that initial project scoping for each public housing renewal site would also
include a review of policy considerations, legal considerations and Housing ACT resourcing
and a ‘project refinement’ phase based on feedback from a range of stakeholders including
tenants, Linking into New Communities Taskforce and Transforming Communities
Partnership members and the Minister for Housing.

5.44

The revised October 2016 Tenant Relocation Project Plan does not have references to
individual, site‐specific project planning and management for the relocation of tenants, as
were in the initial version. The revised Project Plan has since characterised the entire tenant
relocation activities as a single project and does not envisage the preparation and
production of site‐specific project management documentation. This is a reasonable
approach, as the preparation of site‐specific project management document was likely to
be onerous and time‐consuming.

Identifying tenant needs
5.45

Phase 2 (Identification of Tenant Relocation Needs) of activities associated with the
relocation of public housing tenants involves ‘identifying individual tenant household
relocation needs and preferred locations to move’ and ‘active community engagement with
tenants by Tenant Relocation Officers and members of the [Transforming Communities
Partnership] to raise awareness of the relocation activities, establish a visible presence and
provide consistent, clear key messaging’.

Tenant Relocation Form
5.46

In order to inform the relocation of tenants Housing ACT has developed a Tenant Relocation
Form. The Tenant Relocation Form seeks information from affected tenants in relation to:


personal information;



household composition information, including how the person travels;



the person’s geographical needs; and



the person’s access needs.

5.47

Housing ACT advised that the Resident Information Form is a case management tool used
to facilitate engagement with the tenant as part of the first one‐on‐one visit and is not the
only means of gathering information, as information may be obtained through normal
business as usual interactions with Housing ACT tenants.

5.48

In relation to the person’s geographical needs, the person is asked to identify their preferred
ACT geographical area for relocation including Belconnen/Gungahlin, City (including Inner
North), Woden (including Inner South, Woden and Weston Creek) and Tuggeranong. The
person is also asked to identify if there are any geographical areas where they would be at
risk.
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5.49

In relation to the person’s access needs, the person is asked to rank a number of items on
a scale of ‘not at all important’ to ‘very important’:


access to workplace;



access to health services;



access to public transport;



access to cultural and/or religious links;



access to family and/or other supports;



access to education and/or training links; and



access to children’s services.

Tenant relocation preferences
5.50

As discussed in paragraph 5.46, through the Tenant Relocation Form Housing ACT sought
affected public housing tenants’ preferences for the geographical location of their new
public housing dwellings. Tenant Relocation Forms are only sought from public housing
residents when it is identified that they must be moved for the purpose of readying the
building for sale. As at February 2017, 732 Tenant Relocation Forms had been received from
affected public housing tenants and the results reported to the Public Housing Renewal
Steering Committee.

5.51

A review of Housing ACT documentation and records for 20 relocated tenants showed that
all tenants had completed a Tenant Relocation Form. All forms were fully completed, dated
and signed by the relevant tenant. A review of the forms also identified that there was
sufficient information on the forms for the Housing ACT officer to understand the tenant’s
needs.

5.52

Table 5‐2 shows affected public housing tenants’ first preferences for the location of their
new dwellings and the outcomes of the relocation process. The full range of tenant
preferences are shown for Owen Flats as Housing ACT did not distinguish between first and
second preferences for the affected tenants.
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Table 5‐2

Public housing tenants’ relocation first preferences
Owen Flats
Pref.

Reloc.

(Jul
2015)
Belconnen

16

9

Gungahlin

13

1

South
Gungahlin

1

0

City Area

16

6

1

0

17

20

Downer

1

0

Hackett

1

0

Watson

1

2

4

0

Civic
Inner North

Central
Woden
Woden
Valley
Weston
Creek
Tuggerano
ng
Other /
Anywhere
Not listed
above
Total

Allawah Court
(Braddon)
Pref.
Reloc.

Red Hill Flats
(Red Hill)
Pref.
Reloc.

Karuah Flats
(Dickson)
Pref.
Reloc.

Bega Court
(Braddon)
Pref.
Reloc.

(Feb
2016)

(Aug
2016)

(Sept
2016)

(Feb
2017)

9

3

13

2

6

3

8

1

12

16

12

20

4

8

2

6

74

73

8

9

28

14

56

13

1

0

27

0

0

0

0

2

5

7

1

0

8

6

1

1

7

0

36

2

0

0

2

2

5

9

22

47

2

2

5

3

1

0

0

0

2

0

0

0

0

0

41

27

79

29

2
75

43

1
108

104

12
115

99

Source:

ACT Audit Office, based on information provided by Housing ACT

Note 1:

The priority of preferences for residents of the Owen Flats (Dickson) was not recorded and all tenants’ preferences are
reported in the table.

Note 2:

Relocation preferences as at February 2017.

Owen Flats (Lyneham)
5.53

A July 2015 report to the Public Housing Renewal Steering Committee identified that 75
tenant relocation preferences were obtained from ‘the 38 units still tenanted at Owen Flats’
and noted that ‘in most instances tenants have selected two to three preferred relocation
areas’. As at February 2015 there were 47 tenancies at the Owen Flats. Six of these were
identified as Housing Asset Assistance Program tenancies (for which the management of
tenants was the responsibility of the relevant external agency) and Housing ACT identified
that the remaining tenancies were ended as part of business as usual processes. All
residents have been relocated as at April 2017.

5.54

Seventy‐five relocation preferences were reported as the July 2015 report did not identify
tenants’ preferred relocation areas, nor does the report identify ‘where a tenant is offered
accommodation in their preferred location and then decides that they would like to change
their relocation preference to better suit their service and support needs’. However, the
July 2015 report provides useful and specific information on the tenants’ preferences in the
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Civic/Inner North area and provides specific and detailed information on tenants’
preferences within these areas.
Allawah Court (Braddon)
5.55

A February 2016 report to the Public Housing Renewal Steering Committee identified that
107 tenant relocation preferences were obtained from the ‘110 units requiring a Resident
Information Form to be completed’. As at February 2015 there were 114 tenancies at the
Allawah Court (Braddon). Two of these were identified as Housing Asset Assistance Program
tenancies (for which the management of tenants was the responsibility of the relevant
external agency) and Housing ACT identified that the remaining tenancies were ended as
part of business as usual processes. All residents have been relocated as at April 2017.

5.56

The February 2016 report identified tenants’ preferred relocation areas, and this approach
provided much better information than the tenant relocation preferences for Owen Flats
(Lyneham). The February 2016 report provides some information on the tenants’
preferences in the Civic/Inner North area, but not to the level of detail that was previously
captured and reported for residents on Owen Flats (Lyneham).

Red Hill Flats (Red Hill)
5.57

An August 2016 report to the Public Housing Renewal Steering Committee identified that
125 tenant relocation preferences had been obtained from the 130 units requiring a
Resident Information Form to be completed. As at February 2015 there were 143 tenancies
at the Red Hill Flats (Red Hill). Nine of these were identified as Housing Asset Assistance
Program tenancies (for which the management of tenants was the responsibility of the
relevant external agency).

5.58

The August 2016 report identified tenants’ preferred relocation areas, similar to the
approach adopted since Allawah Court (Braddon), but does not provide the level of detail
that was previously captured and reported for the residents of Owen Flats (Lyneham).

Karuah Flats (Dickson)
5.59

A September 2016 report to the Public Housing Renewal Steering Committee identified that
41 tenant relocation preferences were obtained. As at February 2015 there were 46
tenancies at the Karuah Flats (Dickson). Three of these were identified as Housing Asset
Assistance Program tenancies (for which the management of tenants was the responsibility
of the relevant external agency). Not all residents had been relocated as at April 2017.

5.60

The September 2016 report identified tenants’ preferred relocation areas, similar to the
approach adopted since Allawah Court (Braddon), but does not provide the level of detail
that was previously captured and reported for the residents of Owen Flats (Lyneham).
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Bega Court (Braddon)
5.61

A February 2017 report to the Public Housing Renewal Steering Committee identified that
81 tenant relocation preferences had been obtained from the ’89 units requiring a Resident
Information Form to be completed’. As at February 2015 there were 111 tenancies at the
Bega Court (Braddon). Twenty‐two of these were identified as Housing Asset Assistance
Program tenancies (for which the management of tenants was the responsibility of the
relevant external agency). Not all residents had been relocated as at April 2017.

5.62

The February 2017 report identified tenants’ preferred relocation areas, similar to the
approach adopted since Allawah Court (Braddon), but does not provide the level of detail
that was previously captured and reported for the residents of Owen Flats (Lyneham).

Tenant relocation destination locations
5.63

Appendix B includes a series of maps showing the locations of relocated tenants. Table 5‐2
shows the destination of relocated tenancies (and occupants) against tenants’ first
preferences for relocated properties, as reported to the Public Housing Renewal Steering
Committee. It is noted, however, that not all tenants had been relocated from Karuah Flats
(Dickson) and Bega Court (Braddon) as at April 2017.

5.64

Housing ACT has sought to identify Housing ACT tenants’ preferences and needs for
relocated properties through Tenant Relocation Forms. Early relocation processes identified
tenants’ relocation preferences with a high degree of specificity (i.e. down to a suburb‐by‐
suburb location) although later processes did not go into this level of detail. Tenants’ needs
and preferences have been taken into account when relocating tenants to replacement
dwellings.

Reviewing and evaluating tenant relocation outcomes
Tenant relocation surveys
5.65

Housing ACT has developed a Public Housing Renewal Relocations Tenant Survey, which is
provided to relocated public housing tenants after their relocation. The Public Housing
Renewal Relocations Tenant Survey asks a number of questions and seeks the views of
relocated tenants on:


the person’s overall satisfaction with ‘the support and/or service provided by Housing
ACT and our community sector partners … throughout the tenant relocation process’;



the person’s new home and ‘how well your current home meets your needs’; and



the person’s housing situation and ‘your housing experience including how long you
have been a tenant in public housing’.
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5.66

5.67

As at March 2017, 45 Public Housing Renewal Relocations Tenant Survey responses had
been received (from a total number of 243 issued) as follows:


11 responses (from a total of 33) for public housing tenants relocated from Karuah
Gardens (Dickson);



19 responses (from a total of 104) for public housing tenants relocated from Allawah
Court (Braddon); and



15 responses (from a total of 106) for public housing tenants relocated from Red Hill
Flats (Griffith).

Table 5‐3 shows aggregated responses from the 45 Public Housing Renewal Relocations
Tenant Survey responses received to date for the question ‘How satisfied are you with the
overall condition of your current home?’

Table 5‐3

Relocated public housing tenants’ satisfaction with replacement dwelling
Very
satisfied

Somewhat
satisfied

Neither

Somewhat
dissatisfied

Very
dissatisfied

Don’t
know /
NA

The overall condition of the
inside of the home

41

3

‐

‐

1

‐

The overall condition of the
outside of the home

40

3

‐

1

1

‐

Source:

Audit Office, based on review of returned Public Housing Renewal Relocations Tenant Survey

5.68

Table 5‐4 shows aggregated responses from the 45 Public Housing Renewal Relocations
Tenant Survey responses received to date for the question ‘Since you have been relocated,
has living in your current home helped you or your household?’
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Table 5‐4

Relocated public housing tenants’ comments on post‐relocation experience
Meets
needs

Doesn’t
meet
needs

Not
applicable

Feel more settled in general

43

2

Enjoy better health

40

3

1

More able to cope with life events

37

2

5

Feel part of the local community

30

2

13

Be able to continue living in this area

38

3

4

Be able to manage rent / money better

23

7

13

Feel more able to improve job situation (e.g. get a job, a better
job or a second income)

22

3

20

Feel more able to start or continue education / training

23

3

19

Have better access to services

34

6

5

Have better access to public transport

30

9

6

Source:

Audit Office, based on review of returned Public Housing Renewal Relocations Tenant Survey

Note:

Only 44 responses were received for the questions ‘Enjoy better health’ and ‘More able to cope with life events’ and 43
responses for the question ‘Be able to manage rent / money better’.

5.69

Very little qualitative information was received from the Public Housing Renewal
Relocations Tenant Survey responses, although in relation to the question ‘Since you have
been relocated, has living in your current home helped you or your household?’ one
affected resident identified ‘Further away from doctor. Doctors at the local shops don’t bulk
bill.’

5.70

Housing ACT has developed a Public Housing Renewal Relocations Tenant Survey, which is
provided to relocated public housing tenants after their relocation. Although 302 public
housing tenancies had been reported as being relocated as at March 2017, only 45 survey
forms had been received from a total of 243 issued. This is a low response and indicates
that a survey form may not be the most appropriate and conducive mechanism for feedback
from some public housing clients. Housing ACT has recognised this and advised that it
intends to use multiple sources of information to garner tenant feedback.

Tenant relocation evaluation project
Tenant Relocation Project Monitoring and Evaluation Plan
5.71

In February 2016 Housing ACT developed a Tenant Relocation Project Monitoring and
Evaluation Plan. The Tenant Relocation Project Monitoring and Evaluation Plan document:
… describes the various roles and responsibilities required in monitoring and evaluating the
Tenant Relocation Project. It is envisaged that the Monitoring and Evaluation Plan … will
facilitate effective data collection, analysis, use and data quality to inform ongoing and future
tenant relocation processes undertaken by Housing and Community Services (HACS).
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5.72

The Tenant Relocation Project Monitoring and Evaluation Plan states:
The purpose of the evaluation is to determine the:

5.73

5.74

5.75
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impact on tenants and opportunities provided through the relocation process (client
outcomes and tenant journey/stories);



effectiveness of tenant engagement activities;



social return on investment;



effectiveness of systems;



effectiveness of collaborative partnerships;



improvement to existing property portfolio (physical resource, location, quality of
build); and



impact on financial resources and broader economic benefits.

The Tenant Relocation Project Monitoring and Evaluation Plan envisages the delivery of two
reports:


an interim report at the half way point (18 months into the relocation process) ‘which
will inform the next stage of the relocation process, envisaged for July 2017; and



a final evaluation report following the relocation of all tenants, envisaged for March
2020.

The Tenant Relocation Project Monitoring and Evaluation Plan identified a number of
evaluation questions:


to what extent did the project clearly communicate the relocation process to tenants?



what types of key communication messages about the tenant relocation process were
used to address tenant concerns?



how well did the key communication messages address tenant concerns?



to what extent were tenants’ preferences considered including:
 location
 suitability of property
 connection to services and natural supports



what types of supports were provided to tenants to move? how well did these
supports match tenant needs?



how well were tenants supported to connect to their new community?



how satisfied were tenants with their relocation outcome including:
 the new property
 connecting to the new community
 local services and social links

In June 2016 Elton Consulting was engaged to undertake the review and evaluation of the
Tenant Relocation Project.
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Discussions with affected public housing tenants and
community service organisations
5.76

Reilly Associates was engaged by the ACT Audit Office to provide advice on tenants’
experiences with the Public Housing Renewal Program. Reilly Associates undertook a mix of
one‐on‐one interviews with tenants and focus group discussions in approximately May 2016.
As part of these discussions, Reilly Associates met with 13 public housing tenants, including
public housing tenants who had been advised that they were to be relocated and public
housing tenants who had already relocated. Reilly Associates also met with representatives
of community service organisations involved in the management of the relocation of
tenants through Transforming Community Partnership groups.

Discussions with Transforming Community Partnership group representatives
5.77

Reilly Associates met with a number of representatives from Transforming Community
Partnership groups. Feedback from the Transforming Community Partnership group
representatives highlighted:


the ‘dislocation and trauma’ associated with the loss of community; and



tenant ‘uncertainty, frustration and confusion around the relocation process’.

5.78

Feedback from the Transforming Community Partnership group representatives also
highlighted the potentially beneficial outcomes associated with the tenant relocation
process in better identifying and understanding tenants’ needs and assisting tenants to a
different environment.

5.79

From discussions with Transforming Community Partnership group representatives Reilly
Associates reported:
When asked for feedback on tenant relocation issues, responses ranged broadly:


Tenants have to deal with dislocation and trauma associated with loss of community,
including the loss of the history associated with a place many tenants have often
known for decades;



There is considerable tenant uncertainty, frustration and confusion around the
relocation process. This includes unclear move dates and uncertain relocation
outcomes (i.e. where they will be going). This can impact on children indirectly
through parental stress.



Tenants raised concerns about transport after relocation and how they will get
around in their new area. Some are reluctant to leave a central location where
transport is not an issue;



Tenant engagement processes that occur in the lead‐up to relocation can be
beneficial in:
o

identifying isolated and “difficult” tenants, thereby enabling implementation
of specific support and management strategies;

o

identifying needs for aging people;

o

allowing tenants to ask for support and special needs;
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o



5.80

identifying tenants with developing mental health issues. It was noted that
tenants with mental health problems often respond positively upon
relocation to a new environment.

Relocation can often have a positive effect on tenants:
o

in moving to a newer, cleaner, ‘special’ environment; and

o

in moving to lower density housing which is often quieter, safer and more
secure.

In relation to the overall tenant relocation experience, based on discussions with the
Transforming Community Partnership group representatives, Reilly Associates noted:
The relocation process for public housing tenants can be stressful, frustrating, uncertain and
confusing as well as bringing with it much grief, dislocation and trauma associated with the
loss of community and history associated with the old residence.

5.81

However, it was also noted that ‘relocation can often have a positive effect on tenant
mental health and well‐being generally’.

5.82

Based on discussions with representatives of community organisation involved in providing
support to public housing tenants affected by the Public Housing Renewal Program Reilly
Associates identified that ‘the relocation process for public housing tenants can be stressful,
frustrating, uncertain and confusing as well as bringing with it much grief, dislocation and
trauma associated with the loss of community and history associated with the old residence’.
Nevertheless, Reilly Associates also noted that ‘relocation can often have a positive effect
on tenant mental health and well‐being generally’.

Comments on pre‐location experience of tenants
5.83

5.84

Reilly Associates identified that ‘tenants within this group expressed being only marginally
comfortable with their situation after being notified about relocation’. Key issues in this
respect were:


‘the lack of clear and definite information relating to move dates’;



‘the high levels of uncertainty and frustration tenants carry in not knowing when they
will move, or to where’; and



‘the run‐down, unsafe and insecure living environments endured by remaining
tenants in old high‐density housing complexes a tenants begin moving out and other
anti‐social people move into the area’.

In relation to the pre‐relocation experience of tenants, Reilly Associates reported:
Pre‐relocation tenants had mixed views about Housing’s pre‐move communication and
information material and procedures. A majority of these tenants noted good experiences
with Housing, finding them very supportive and helpful. Some others felt isolated and left
wondering what was happening.
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5.85

In relation to the pre‐relocation experience of tenants, Reilly Associates further reported:
A recurrent tenant theme surfacing in all interviewed tenant groups relates to experienced
high levels of uncertainty and frustration to do with unclear and indeterminate move dates
and procedures. Coupled with this were expressed concerns about: (i) slipped deadlines
previously given; and (ii) long wait times since notification (e.g. the pre‐relocation tenant
group average elapsed time since notification was 7.3 months, with a range between one and
18 months).
Also widely evident in pre‐location tenant responses here was emotional stress associated
with the prospect of relocating. Moving can bring with it significant felt grief and loss and
sense of dislocation associated with the loss of community and history associated with ‘place’.
This may be particularly significant for tenants who have a history of complex trauma and
draw comfort from that which is known and familiar.
A significant and recurring issue arising from these interviews and discussions was the run‐
down, unsafe and insecure living environments endured by the dwindling pool of tenants
remaining in older high‐density housing complexes as tenants are progressively relocated, It
seems that as more tenants move out, other anti‐social people and groups often move into
the area, increasing the risk to tenants of break‐ins and theft, property damage, intrusive and
disturbing noise, anti‐social drinking / drug‐taking behaviour, and violence and harm.

5.86

In relation to the ‘indeterminate move dates and procedures’ Housing ACT advised:
Tenants are unable to be provided with a definitive timeframe as the relocation is dependent
upon multiple factors, which is why tenants are advised that relocation activities occur over a
9‐12 month timeframe. Factors influencing when a person is relocated include:


Household requirements/access needs



Availability of suitable replacement property



Whether the tenant has any complex needs i.e. mental health, hoarding



Whether the tenant chooses to actively engage with Tenant Relocation Officers



Tenant relocation preferences



The performance of contracted builders or vendors against documented timeframes



Variations in normal timeframes for statutory clearances, approvals and certifications

Relocation procedures are very clear. At the first one‐on‐one visit with the tenant they are
advised that the staff member undertaking the visit will be their Tenant Relocation Officer
who is available should they have any questions or require support during the relocation
process. Tenants are provided with a Frequently Asked Questions fact sheet to assist with any
questions they may have and are advised that the relocation process normally takes 9‐12
months from start to finish. This is consistent with the 5 phases as identified in the Project
Plan.
Tenants may also receive information about the general public housing renewal program from
the Public Housing Renewal Taskforce, for example regarding Development Applications and
advertising. This is important so that tenants are informed about any impact on them, but they
are sometimes sent to tenants living in complexes where tenant relocation activities are yet to
commence. Along with media coverage and stories, this has the potential to influence tenants
feeling that it takes a long time for the move to occur.
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5.87

In relation to the ‘run‐down, unsafe and insecure living environments’ Housing ACT advised;
… this is one of the reasons why we are undertaking the public housing renewal program, in
order to replace ageing stock. Anti‐social behaviour is addressed through the [Transforming
Communities Partnership] and through tenancy management (which is business as usual). The
tenant relocation team identify tenancies with vulnerable persons at the start of the process
and if required they can be relocated early in the process. [Housing ACT] provide mobile, static
security guards and CCTV on sites where residents are being relocated. [Housing ACT] also
regularly works with the [Australian Federal Police] in relation to security issues at sites that
are being redeveloped.

Comments on post‐relocation experience of tenants
5.88

5.89

In relation to the post relocation experience of tenants, Reilly Associates identified that ‘the
majority of tenants within this group were pleased with their new homes and generally felt
that [Housing ACT] had listened to and met their stated preferences’. Reilly Associates
advised that other issues of note included:


‘similar to the pre‐relocation group, tenants have described the run‐down, unsafe and
often unhealthy environments they had relocated from’; and



‘tenants’ collective good feelings about their new housing’.

In relation to the post‐relocation experience of tenants, Reilly Associates further reported:
Post‐relocation tenants were mostly effusive in their praise for Housing’s assistance and
support during their move.
Tenants also appreciated the continuing contact with Housing after relocation
Nearly all post‐relocation tenants expressed being happy with their new home.

5.90

However, key feedback was received from public housing tenants who had been relocated
that they would have appreciated the opportunity to be able to select from more than one
public housing property at a time, or else be given more information about what they could
expect to be offered. Reilly Associates reported:
Post‐relocation tenants agreed that it would be better if Housing offered more than one
dwelling at a time, or else give tenants more information about what they could expect to be
offered.
Being offered a partly unsuitable house creates a dilemma for tenants in them not knowing
that the next offer could be even more unsuitable if they reject the first. Thus they can feel
compelled to take what they know, rather than risk the unknown (which could be worse).
This dilemma may be heightened for some tenants with recent experience of living in one of
the older housing complexes slated for demolition. One tenant recounted the experience of
accepting a new dwelling which met many of their preferences, but was situated in an outer
suburb on the opposite side of Canberra to the partner’s workplace. The expressed fear was
that if they rejected this first offer, they risked being offered something much worse the next
time.
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5.91

5.92

Based on discussions with a number of public housing tenants affected by the Public
Housing Renewal Program, Reilly Associates identified that, following advice from Housing
ACT that they were to be relocated, but prior to their relocation, tenants raised a number
of concerns:


‘the lack of clear and definite information relating to move dates’;



‘the high levels of uncertainty and frustration tenants carry in not knowing when they
will move, or to where’; and



‘the run‐down, unsafe and insecure living environments endured by remaining
tenants in old high‐density housing complexes a tenants begin moving out and other
anti‐social people move into the area’.

In relation to tenants that had been relocated, Reilly Associates reported that public housing
tenants who had been relocated would have appreciated the opportunity to be able to
select from more than one public housing property at a time, or be given more information
about what they could expect to be offered. Nevertheless, following their move, Reilly
Associates identified that:


‘Post‐relocation tenants were mostly effusive in their praise for Housing’s assistance
and support during their move’;



‘Tenants also appreciated the continuing contact with Housing after relocation’; and



‘Nearly all post‐relocation tenants expressed being happy with their new home’.
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APPENDIX A: REPLACEMENT PROPERTY LOCATIONS
Location of new properties

Source:

Map data ©2017 Google

Note:

The key above shows the number of new dwellings (within a defined range) for each suburb. For example, 1 to 6 new dwellings
to be located in four suburbs.

Public Housing Renewal Program

Page 155

APPENDIX B: RELOCATION OF PUBLIC HOUSING
TENANTS (24 FEBRUARY 2017)
Relocation – Owen Flats

Source:

Map data ©2017 Google
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Appendix B: Relocation of public housing tenants (24 February 2017)

Relocation – Allawah

Source:
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Map data ©2017 Google
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Appendix B: Relocation of public housing tenants (24 February 2017)

Relocation – Bega Court

Source:

Map data ©2017 Google
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Appendix B: Relocation of public housing tenants (24 February 2017)

Relocation – Red Hill

Source:
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Appendix B: Relocation of public housing tenants (24 February 2017)

Relocation ‐ Karuah

Source:

Map data ©2017 Google
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Audit reports
Reports Published in 2016‐17
Report No. 06 – 2017

Mental Health Services – Transition from Acute Care

Report No. 05 – 2017

Maintenance of Selected Road Infrastructure Assets

Report No. 04 – 2017

Performance information in ACT public schools

Report No. 03 – 2017

2015‐16 Financial Audits – Computer Information Systems

Report No. 02 – 2017

2016 ACT Election

Report No. 01 – 2017

WorkSafe ACT’s management of its regulatory responsibilities for the
demolition of loose‐fill asbestos contaminated houses

Report No. 11 – 2016

2015‐16 Financial Audits – Financial Results and Audit Findings

Report No. 10 – 2016

2015‐16 Financial Audits – Audit Reports

Report No. 09 – 2016

Commissioner for International Engagement – Position Creation and
Appointment Process

Report No. 08 – 2016

Annual Report 2015‐16

Report No. 07 – 2016

Certain Land Development Agency Acquisitions

Reports Published in 2015‐16
Report No. 06 – 2016

Management and administration of credit cards by ACT Government entities

Report No. 05 – 2016

Initiation of the Light Rail Project

Report No. 04 – 2016

The management of the financial arrangements for the delivery of the
Loose‐fill Asbestos (Mr Fluffy) Insulation Eradication Scheme

Report No. 03 – 2016

ACT Policing Arrangement

Report No. 02 – 2016

Maintenance of Public Housing

Report No. 01 – 2016

Calvary Public Hospital Financial and Performance Reporting and
Management

Report No. 10 – 2015

2014‐15 Financial Audits

Report No. 09 – 2015

Public Transport: The Frequent Network

Report No. 08 – 2015

Annual Report 2014‐15

Reports Published in 2014‐15
Report No. 07 – 2015

Sale of ACTTAB

Report No. 06 – 2015

Bulk Water Alliance

Report No. 05 – 2015

Integrity of Data in the Health Directorate

Report No. 04 – 2015

ACT Government support to the University of Canberra for affordable
student accommodation

Report No. 03 – 2015

Restoration of the Lower Cotter Catchment

Report No. 02 – 2015

The Rehabilitation of Male Detainees at the Alexander Maconochie Centre

Report No. 01 – 2015

Debt Management

Report No. 07 – 2014

2013‐14 Financial Audits

Report No. 06 – 2014

Annual Report 2013‐14

These and earlier reports can be obtained from the ACT Auditor‐General’s website at http://www.audit.act.gov.au.
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