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Purpose and Summary 

This report provides Council with the opportunity to provide guidance on elements related to housing and to determining strategic priority and disposal of land and property in preparation for the 2024 – 2034 Long-term Plan (LTP). 


Recommendations 

That Council:
Receive the report “Long-term Plan – Housing and Approach for Directing Disposal of Land and Property”.
Note the initial findings of the Beyond 2025 housing workstream.
Note the initial findings of the Invercargill District Plan Effectiveness report (A4576495)
Confirm the problem statement for housing: “Invercargill’s community has a variety of different housing needs required at different stages of people’s lives.  There is insufficient housing being delivered at insufficient speed and affordable cost to meet these needs in full which could adversely affect future growth in Invercargill”.
Note that participation in development of a Regional Spatial Strategy will support delivery of an effective housing strategy for the District.
Confirm Council’s intention to undertake review of the District Plan where appropriate in order to address priority areas for effectiveness in relation to housing development, with details to be brought to Council as part of the Regulatory Activity Planning.
Note that advice on what changes, if any, could be made to the Infrastructure Strategy to support forecast housing growth, will be brought forward to Council at the next stage in the LTP process. 
Confirm Council’s continued commitment to delivering the housing activity offering housing for low income older people; maintaining at least the existing number of properties and working towards financial sustainability for the activity.
Confirm Council will consider potential partnership projects to improve housing availability through consideration of their potential benefits using the Strategic Projects Decision Making Framework. 
Confirm the appended statement on housing strategy to be included in the Beyond 2025 plan. 
Confirm that one way Council may support development of housing is in considering whether its own land and / or property holdings may play a role either through reclassification or disposal.
Adopt the draft criteria for assessing the extent to which a holding is strategic which will support committee decisions as to whether and under what conditions to dispose of land or property (A4575762).
Request a paper to be brought to the Community Wellbeing Committee identifying whether parks holdings are strategic or non-strategic and to identify priority property to consider for disposal.
Request a paper to be brought to the Infrastructure Committee identifying whether property holdings are strategic or non-strategic and to identify priority property to consider for disposal.
Request a paper to be brought to the Finance and Projects Committee identifying whether investment property holdings are strategic or non-strategic and to identify priority property to consider for disposal.


Background 

Housing affordability and availability has been identified as a growing challenge for Invercargill by a range of community, business, developer, and other stakeholders.  A number of studies have been undertaken and action groups brought together over recent years in order to better understand the issue and causes of the issue, in order to identify appropriate actions which could be taken. 

The work of Beyond 2025 has improved understanding of the issue but there remain inconsistencies in understanding exactly the nature of the housing gap and as result what should be the priority in addressing it. 


What is the issue? 

Provision of housing to meet the needs of the community today and into the future is one of the most challenging strategic issues facing the city, with diverse macro-economic, social, cultural and financial and environmental factors coming together to create a mis-match between the community’s needs and the housing stock available to meet them. 

The Beyond 2025 housing workstream has identified the following initial issues: 

1. There are significant constraints to both home ownership and rentals across the district – affordability, availability, and quality. 
1. There is a lack of housing diversity in terms of the typology of housing resident’s desire. 
1. Council planning rules are adding to the challenges of increasing housing supply, as well as a lack of builders and subtrades to complete the work.

The survey undertaken by Beyond 2025, indicated affordability was the primary issue, followed by quality, with availability the third issue.



The Effectiveness report on the District Plan has identified: 

Dwelling capacity in Invercargill has been growing slightly faster than population since 2013, with an estimated 1,670 new dwellings and 3,000 new residents.
Under the current district plan, the total feasible capacity for Invercargill as a whole is estimated to be 27,500 dwellings which represents capacity for an additional 6,700 dwellings.
Growth projections suggest there will be demand for an additional 600 dwellings by 2052 under the medium scenario, or 5,000 dwellings under the high scenario.
Overall sufficiency in Invercargill has been assessed as being adequate for up to the high scenario, however sufficiency of size and type of dwellings shows some gaps.
Sufficiency in central areas of Invercargill was assessed. A survey on community preferences suggests potential unmet demand for central living, with an additional 800 dwellings required. The total feasible capacity for central areas in Invercargill allows for an additional 600 dwellings, indicating pressure for central living locations.
The findings from this report suggest that overall housing sufficiency can be accommodated with the housing capacity provided by the district plan, but central areas and attached living options may be pressure areas that requires intervention to meet demand.

The impact of Covid on the tourism, housing and construction markets makes it very difficult to identify specific levels of housing shortfall in a volatile market. 

We do know there are long-term trends which are impacting on the housing market:

Invercargill’s population is aging and as a result the types of houses which are needed is changing – Demand for lower-occupancy units and aged-care facilities is increasing and will continue to do so.
Invercargill’s population is becoming more diverse and the types of housing people want is changing: For example, Central city apartment living may be more popular with some migrant groups and multi-generational living is more popular with some communities. 

Affordability is being impacted by the economic environment – House prices have grown higher in relation to incomes, in part driven by low interest rates.  Rents have also risen higher than wages. Economic volatility makes it harder to forecast what will happen to housing costs in the future. 

Stakeholders are reporting some specific pressure points: 

Lower availability of social housing than is needed, an issue which appears to be compounded by lower than forecast Central Government delivery of new housing stock
After reduced pressure as a result of Covid, increased impact on the rental market by Airbnb and other alternatives. This issue while greater in other areas like Te Anau which have primary tourism sectors, is also likely to be impacting on Invercargill.
Challenges to deliver new housing caused by supply chain challenges, labour constraints, and reduced economic viability as interest rates increase.
How to deliver renewal of aging housing stock while managing the associated impact on affordability.

The following problem statement is proposed: 

Invercargill’s community has a variety of different housing needs required at different stages of people’s lives.  There is insufficient housing being delivered at insufficient speed and affordable cost to meet these needs in full which could adversely affect future growth in Invercargill.

What should be Council’s role in addressing the issue? 

Council has a range of interests and roles to play in the issue of housing: 

Advocate for community wellbeing – Council has a strategic role to play, working with partners to advocate to Central Government and others where appropriate.
Creating the appropriate regulatory environment as to where and to what standards housing can be built through the District Plan.
Providing appropriate infrastructure (e.g. three waters, roading and pavements, buses etc) to meet the needs of development.
Provision of housing for older people – Council’s housing activity focuses on delivering housing for one vulnerable portion of the community – older people on low incomes. 
Support for improving the quality of housing stock for lower income people – Council has provided long-term financial support through the Long-term Plan and the Community Wellbeing Fund, for the work of the Southland Warm Homes Trust to improve insulation and heating technology in Southland homes.  

There are options to work in new ways to make Council owned land available for housing or to work in partnership with housing providers and other stakeholders to increase the housing supply. 


Issues and Options

Significance 

This paper is procedural in nature and is not significant. 

Issues 

The options follow the order of the potential role of Council to influence this issue as outlined above. 

Advocate for community wellbeing

Council can support regional advocacy in a number of ways, including through the Mayoral Forum and alignment with the Beyond 2025 Long-term Plan. 

The Council will be most effective in its advocacy role if there is a strong, clear and consistent message on housing at a regional level.  Any disparity between the work of Beyond 2025 and the Council’s own forecasting of likely future need arrived at through the District Plan Effectiveness report and econometric forecasting from Infometrics will need to be managed. 

A statement for Council’s position for Beyond 2025 is provided as Appendix One. 

Creating the appropriate regulatory environment

Invercargill’s District Plan has been found to be largely fit for purpose, although there are some areas for improvement on housing which have been identified.  The resources which Council puts into short term (1–5 years) improvements to the District Plan need to be weighed up against the impact of providing resources to support Regional Spatial Strategy and Planning, which will be required under the proposed RMA reforms and are likely to have significant benefits for the District. There are significant limitations created primarily by the shortage of planning expertise available.  Options for Council to consider will be brought forward as part of the Regulatory Activity Planning workshop in July. 

The priority areas identified by the effectiveness report are:

Consider a decrease to the lot size for medium density development.
Potential rezoning of a small area close to the CBD from Commercial / Industrial to Residential to support inner city living.

It is also worth considering an adjustment aimed at supporting brownfield development, which would assess the risks and benefits of allowing attached self-contained flats within the footprint of an existing building or adjacent to an existing building. Issues such as permeability for stormwater and lot coverage would need to be considered. There are benefits to this approach including allowing for growth within the existing design of the infrastructure network. 

Providing appropriate infrastructure

The initial findings of the Effectiveness report suggest that Invercargill has appropriate infrastructure to support the current mid-range growth forecasts.  The next stage of the Long-term Plan process will be to review the Infrastructure Strategy which currently focuses on supporting growth within the existing infrastructure network, noting the existing network was designed to support a larger population city than exists today. 

Delivering the housing activity

Council currently has 215 units available over 21 complexes within the wider Invercargill District including Bluff (three complexes).  The majority of units were built between 1961 and 1992.  Exceptions to this are three complexes built in 1930, 1953 and 1958.  This housing is targeted for elderly with the following eligibility requirements:

Over 60 years of age.
Asset level of under $50,000 maximum.
Income level being equivalent to the current National Superannuation plus 30%.

Accommodation options include a bedsit style and one bedroom units.  None of the properties are fully accessible but some have accessibility features. 

The total waiting list currently stands at 80 (as at 31 March 2023) – estimated to be two years for those on the priority list.  Increased demand with limited turnover is resulting in increased waiting times.  Increased demand is being driven by reduced availability of alternatives, as well as the ageing population. 

Under the current Revenue and Financing Policy, the housing activity is to be fully funded from fees and charges.  

The current LTP includes an improvement programme for the following reasons:

Compliance with new legislation (Healthy Homes Standard) – insulation, heating and ventilation.
Increase housing stock to meet growing demand.  Programme has commenced with four new units scheduled for construction on existing housing land.
Improve existing housing stock by renewal / refurbishment.  Minor refurbishments have been undertaken on a case by case basis with renewals intending to commence once the four new units are completed – assessment for renewal based on age and current suitability of existing units.

Existing stock is ageing and needs modification due to tenants staying in units longer (accessibility, wellness).  Maintenance costs are increasing as the stock ages and due to inflation in the construction sector. 

The Council will use $1.9 million of its Three Waters Better Off funding to improve the standard of its existing properties for older people through providing double glazing to improve the energy efficiency of the properties. This work is scheduled for completion in July 2024. 

Four additional units are being developed on Stirrat Street.  These will be modern, durable, energy efficient and meet universal design principles.  These properties are a test approach.  It is hoped through this process to identify ways to deliver similar properties for a lower investment. 

At present the Council delivers the housing activity, following a review of alternative options in 2017. Council could explore partnership with a community housing provider, Iwi or Kàinga Ora or dispose of the entire portfolio.  If Council wishes to reconsider the decision made in 2018 to retain the activity it could do so. 

Further information will be brought to Council in July with options to consider for meeting the increased maintenance and replacement costs of the activity. 

Support for improving Invercargill District’s Housing Stock

Council has funded Southern Warm Homes Trust to support lower income families to make insulation and heating improvements to their properties for over ten years. The project continues to be supported through the Community Wellbeing Fund. 

Since the programme began in 2008, the Trust has subsidised the insulation in over 8,000 low income homes or households with high health needs. In addition to this, with the Energy Efficiency and Conservation Authority (EECA) introducing the heating unit subsidy in 2020, a further 529 homes have received funding towards a new heat pump or wood burner. 

During the 2021-2022 year, 1,000 homes across Invercargill and Southland have benefited from the funding provided, alongside Warmer Kiwi Homes grants offered by EECA. With this partnership, the home owner is left with only 5% of the total costs of installation to contribute themselves. The install activity number was up 22% on the previous 2020-2021 year of operation.

Partnership/ Innovation to deliver housing

There are opportunities to consider working in new ways to support delivery of housing.  This could include partnerships where land or investment could be made available for housing. A number of opportunities, including potential partnership with Central Government and Iwi are being explored. 

Approach to disposal of land and property

Council has the opportunity to consider whether reclassification or disposal of land or property holdings would support housing and other strategic priorities. 

The appended draft criteria for determining strategic priority of holdings and considerations for disposal is provided for adoption.  The criteria will be used to inform papers to the relevant committees to underpin decisions to dispose of Council owned land and property. 


Community Views

Community views will be sought during consultation on the Long-term Plan in 2023/2024 as required. 


Implications and Risks

Strategic Consistency

The recommendations in the report align with the Council’s confirmed vision and community outcomes and would inform finalisation of the infrastructure strategy, regulatory and housing activity planning.   

Financial Implications

The financial implications of options will be brought forward in future reports. 

Legal Implications 

There are no legal implications identified. 

Climate Change 

Further data and analysis is required on climate change implications which would inform regional spatial strategy work to assess where current housing may be at risk and where investment in future housing should be made. 

Risk 

The complexity of the housing issue, and continued limitations in the data create a risk that investment intended to address limitations in housing have the potential to be mis-directed resulting in ineffective or unintended consequences.


Next Steps 

Details on provision for District Plan and Regional Spatial Planning will be brought through to Council in the regulatory activity planning in July. 

Discussion on the provision of infrastructure sufficient for housing growth will take place in relation to the Infrastructure Strategy in June. 

Details on provision for housing for older people will be brought through to Council on the Housing Activity in July. 

Papers with options for disposal of land and property will be brought back to the Committees with appropriate delegations. 


Attachments 

1. Draft Criteria for Determining Strategic Priority and Disposal Process for Council owned land or property (A4575762)
1. Invercargill District Plan Effectiveness report (A4576495)


Appendix One – Strategy statement to be included in Beyond 2025 plan. 

Invercargill’s community has a variety of different housing needs required at different stages of people’s lives.  There is insufficient housing being delivered at insufficient speed and affordable cost to meet these needs in full which could adversely affect future growth in Invercargill.  

Council is committed to supporting the provision of housing in a number of ways.  The District Plan has been assessed for effectiveness and found to be largely aligned with community needs.  There are some areas of improvement, including changing the provisions for medium density development, which we will address over the next five years, alongside collaborating with the region to develop a regional spatial strategy which will show what new housing is needed where.  As part of finalising our Infrastructure Strategy for the 2024 – 2034 Long-term plan we will assess whether the city still has the right infrastructure in the right place to support future housing needs.  We will continue to provide housing for low income older people, investing to bring our aging housing stock up to the required standard.  We will explore opportunities for partnerships and working in new ways to enable more housing to be built more quickly and affordably. 
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