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File: CST-100.03.082 Doc: IC18/584 

ITEM 1 AFFORDABLE HOUSING - TARGETTING OF FEDERAL FUNDING 
  
In 2013, Council established the West Dapto Home Deposit Scheme to assist persons into home 
ownership through Council funding part of the deposit, under a Commonwealth grant through the 
‘Building Better Regional Cities’ program.  The scheme wasn’t as successful as hoped, due to rapidly 
rising land prices in relation to statutory personal income limits specified by the grant.  In October 2017, 
Council entered into a Memorandum of Understanding with the Federal Government to allow the 
reallocation of the balance of the funds, currently $10.4 million, to assist with the improvement of 
affordable housing in the region. 

Following a review of options as to how the funds should be used, including a Councillor workshop, it is 
recommended that Council establish a revised home ownership scheme to assist low to moderate 
income earners to enter the housing market. 

 

RECOMMENDATION 

1 A home ownership scheme be developed to utilise the $10.4 million balance of the Commonwealth 
grant received under the ‘Building Better Regional Cities’ which was ceded to Council subject to the 
2017 Memorandum of Understanding for Affordable Housing. 

2 The scheme target low to moderate income earners to assist persons/families into home ownership. 

3 A further report be presented to Council outlining the specifics of the proposed scheme. 

 

REPORT AUTHORISATIONS 

Report of: Chris Stewart, Manager City Strategy  
Authorised by: Andrew Carfield, Director Planning and Environment - Future City and Neighbourhoods  

ATTACHMENTS 

1  Letter from the Federal Member for Whitlam, Mr Stephen Jones MP 
2  SEPP 70 Submission July 2018 
3  Low Income Household and Housing Characteristics Data 
  
 

BACKGROUND 

In June 2012, Council received a Commonwealth grant under the ‘Building Better Regional Cities’ 
program of $13.9 million for the West Dapto Urban Release Project.  Council entered into a Funding 
Agreement to use this funding for: 

1 Upgrading sections of Shone Avenue and West Dapto Road ($4.7 million) which has been 
completed. 

2 Reallocating $9.2 million to assist low to moderate income earners in purchasing a home in West 
Dapto, known as the West Dapto Home Deposit Assistance Program. 

On 22 July 2013, Council resolved to exhibit the proposed West Dapto Home Deposit Assistance 
Program, as it provided financial assistance for private gain.  The proposed program was exhibited from 
25 July to 22 August 2013, and two submissions were received. 

On 9 September 2013, Council resolved that: 

1 The West Dapto Home Deposit Assistance Program be included as an amendment to Council’s 
Annual Plan 2013-14, subject to a successful notification being made to the ACCC. 

2 The Financial Assistance Policy be amended to include a specific Program for the West Dapto 
Home Deposit Assistance Program, subject to a successful notification being made to the ACCC. 

3 Quarterly reports be provided to Council for the term of the West Dapto Home Deposit Assistance 
Program. 
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4 Council write to the appropriate new Federal Ministers requesting that the Federal Government 
match or increase the previous Government’s allocation as a way to stimulate the housing market in 
the Illawarra and help bolster the local economy. 

The previous scheme 

The West Dapto Home Deposit Assistance Program offered a security deposit of 20% of the value of the 
property, starting at a maximum amount of $75,000 to be indexed annually.  The 20% deposit effectively 
placed a cap on the value of the property at $375,000 in the first year.  Council partnered with the IMB 
who would undertake the loan application assessments in accordance with its normal lending practices, 
and was under no obligation to approve a loan.  For successful applicants, Council would make a 
deposit of $75,000 with the IMB, which would act as a formal security deposit under the loan 
arrangement. 

Successful applicants would not require a deposit to qualify for a home loan, this will help participants 
purchase a home sooner than would otherwise be possible.  Successful applicants would also enjoy 
cash benefits through participation including, mortgage insurance savings and interest/principal savings. 

 Applicants would not be required to pay mortgage insurance as the Council security deposit will be 
in place at 20% of the house and loan value. Mortgage insurance on a maximum loan for a property 
valued at $375,000 with no savings is valued at around $16,000. This amount would normally be 
added to the total loan amount and included in the calculation of interest and principal repayments. 

 Applicants would receive interest/principal savings. The security deposit would remain in Council’s 
name for the duration of the assistance. During this period, it was proposed that interest that Council 
earns on the deposit be applied to the borrower’s loan (with potential deductions for reasonable 
administration expenses).  

Based on modelling using rates current in June 2013, and assuming term deposit interest was directed 
to a borrower’s loan for five years, the potential benefit to the customer over a 30 year loan, inclusive of 
savings on mortgage insurance premium, was $67,000. 

The security deposit was proposed to remain in Council’s name and will stay in place until the initial loan 
to value ratio (LVR) reduces to 80% of the security property value (which was to be determined through 
a valuation by an IMB panel valuer) or early exit is required. At this time, the deposit would be returned 
to Council and Council would have no further involvement in the loan. 

Deposits would also be released before this timeframe in the event of the sale of the security property. 
Council would not attempt to recover any portion of capital gain that participants enjoy on the sale of 
security properties. 

As deposits are released, Council would recycle deposits to new applicants. This would allow the initial 
funding pool to revolve, to assist a greater number of purchasers over time. It was estimated that over a 
15 year period, there was potential to offer around 295 assistance packages under the Program. 

Changed circumstances meant the scheme was unsuccessful 

In 2014 (the first year of the program), 11 applications were made and 10 of these applications were 
approved.  However, only one applicant was able to secure a home within the terms of the agreement.  
There was a mismatch between the scheme’s upper income limits set by the National Rental Affordable 
Scheme’s (NRAS) and the price of new housing stock in the specified West Dapto area. During 2013-15 
house and land packages dramatically increased from around $375,000 to over $500,000 and kept on 
rising.  The median house and land price in Horsley is currently over $663,000, and existing homes can 
be purchased for up to $900,000. 

Council tried on a number of occasions to have the Government reset the criteria, such as extending the 
boundary beyond the West Dapto Release Area or increasing the participant income thresholds, without 
success.  The Funding Agreement expired on 31 March 2017. 
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The West Dapto Home Deposit Scheme was not as successful as hoped.  It was an innovative scheme 
that sought to assist low income earners into the housing market, with the funds being able to be 
recycled to assist people over a number of years.  

The release of funds 

For a number of years the funds were effectively locked up, with scheme’s parameters impractical and 
the Government unwilling to adjust them. In October 2017, a Memorandum of Understanding (MOU) was 
entered into between the Commonwealth and Council to utilise the financial benefit gained under the 
Program, to continue to facilitate the delivery of affordable housing in the region. The MOU says the 
funds are to be used to ‘continue to facilitate the delivery of affordable housing in the region’. 

While not compelled to, Council has applied interest to these funds and the $9.2 million has grown into 
$10.4 million, which is held in a reserve account. 

Council identified the opportunity to apply these funds in its current operational plan and has held a 
number of briefings and workshops with Council over the calendar year both on housing, affordable 
housing and the use of these funds specifically.  

On 12 November 2018, the Federal Member for Whitlam, Mr Stephen Jones MP, convened a meeting 
with local community organisations on affordable housing issues.  Mr Jones has advised that the 
meeting proposed the following pathway: 

1 Organisations with proven expertise and provision of housing services within the Illawarra should be 
invited by Council to put forward Expression of Interest for a project or projects which will utilise the 
funds.  These organisations should be restricted to those that are Not-for-Profit. 

2 This is to be used for new housing, that is, not the purchase of existing homes. 

3 The housing is to be rented to tenants at rates that are affordable to them. 

4 The increase numbers of women over 50 and over who are homeless is a significant concern to 
providers, and so projects should be encouraged to focus on this group. 

A copy of Mr Jones letter is attached (Attachment 1). 

Affordable housing 

In July 2018, Council officers made a submission to the NSW Department of Planning and Environment 
seeking the inclusion of the LGA in the State Environmental Planning Policy (SEPP) No. 70 Affordable 
Housing Schemes.  A copy of the submission is attached (Attachment 2).  The submission responds to 
the criteria required to be addressed by the Department for inclusion in the SEPP.  Council has not 
received a formal response on whether Council’s submission has been accepted.  The submission 
provides useful background information on the need to provide additional affordable housing in the LGA.  

Also attached is a summary of the housing characteristics of low income households in the LGA from the 
2016 census (Attachment 3).  In this data set, the low income households is equivalent to very low, low 
and moderate income households as defined under SEPP 70. 

There are a number of recent publications which highlight the affordable housing needs of the region, 
including: 

 Housing Affordability – Re-imaging the Australian Dream – Grattan Institute (March 2018) 

 Rental Affordability Snapshot 2018 – Anglicare 2018 

 Housing Affordability Report – June quarter report - Corelogic (September 2018) 

 Housing Affordability in the Illawarra and Shoalhaven - The Property Council - Illawarra of Australia 
(October 2018) 

A number of Councillor briefings have been held on housing and affordable housing issues, and a 
workshop to discuss the best use of the Federal funds was held on 8 November 2018.  The workshop 
also considered broader affordable housing initiatives, which will be the subject of a separate report. 
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Worthy of note, from the CoreLogic report Wollongong had the third least affordable home ownership 
ratio (dwelling price to income ratio 10.4) in regional NSW, higher than a number of areas in Sydney.  It 
also had the 15th least affordable rental market (% of household income required to rent a home – 
32.5%) in regional NSW.  This report separately identifies Dapto/Port Kembla as a worse rental 
affordability at 35.8% but a better home ownership affordability at 9.3.    

PROPOSAL 

There are many options for Council to choose from in delivering this Affordable Housing Project.  There 
are benefits and implications of all options.  Some provide benefit to those in the greatest need, some 
provide benefit to more households, some may provide on-going opportunities, some are more resource 
intensive to establish, and some have greater risk. 

The target group/s to receive the affordable housing  

Attachments 2 and 3 demonstrate that there are many sections of our community that are impacted by 
the high cost of housing.  Consideration could be given to focusing the project towards a specific group 
within the community such as 

 Homeless people – the Housing Trust estimates that there are over 1,000 persons homeless in the 
Illawarra. 

 The aged.  Noting that State Environmental Planning Policy – Housing for Seniors or People with a 
Disability (2004) enables/encourages housing for this group. 

 Lone person households, including single women over 55. 

 Family households. 

 Very low, low or moderate income working households, including the working poor, and identified 
key workers housing (teachers, nurses, artists, emergency service personnel etc). 

 Assisting people into rental housing. 

 Assisting people into home ownership (eg first home buyers). 

The type of housing 

There are numerous ways that the funds could be utilised to facilitate the delivery of affordable housing, 
including: 

 Crisis housing (typically provided/subsidised by the State). 

 Social housing (typically provided/subsidised by the State).  The NSW Land and Housing 
Corporation has advised that it currently has 6,731 dwellings in the LGA (8% of housing).  The 
Housing Trust estimates that there are some 2,100 households waiting for social housing in the 
Illawarra.  

 Affordable (subsidised) rental housing for: 

o Very low income households; 

o Low income households; 

o Moderate income households. 

 Rent-to-buy housing. 

 Shared equity or home deposit assistance schemes to assist households into home ownership. 

A development could also provide a mix of housing outcomes.  For example, under the Communities 
Plus program, the NSW Land and Housing Corporation redevelops some of its existing social housing 
sites to achieve a 30% social housing and 70% private housing mix, with no net loss of social housing. 
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The Greater Sydney Commission has published the following image of the housing continuum and 
housing assistance. 

 
Partnership 

There could be additional benefits if Council partners with another organisation, and funds were pooled, 
for example: 

 Joint Venture with the private sector - Council could enter into a Joint Venture (JV) with the private 
sector to deliver affordable housing properties for sale in the private market.  Council could provide 
land and or cash contributions to encourage low cost housing for low-moderate income households 
without an ongoing ownership or management role. 

 Partnership with Land and Housing Corporation (or other State agency), on Council land or State 
land. 

 Partnership with a Registered Community Housing Provider (CHP) – Council could also deliver 
affordable housing projects to be managed by a Registered Community Housing Provider.  This 
would be similar to the option proposed by the Federal Member for Whitlam. 

Council could also resolve to allocate the funds directly to a Community Housing Provider (CHP) to 
assist those organisations in providing affordable housing services.  

Location 

The geographic location(s) for the project(s) is also an important factor.  Constructing affordable housing 
is often used as a catalyst in urban renewal initiatives.  West Dapto, as well as one (or more) of the 
City’s town and village centres, could potentially benefit from an affordable housing project. 

A revised Home Deposit Scheme 

At the Councillor workshop, some Councillors requested that a revised Home Deposit Scheme be 
considered with alternate settings. 

The following table provides a comparison between the main criteria between the old West Dapto Home 
Deposit Scheme and a possible revised scheme. 

 West Dapto Home Deposit 
Scheme (2014) 

Proposed revised Home Deposit 
Scheme 

Application area West Dapto LGA 

Deposit assistance 
percentage 

20% 20% 

Deposit assistance 

(To be index annually) 

$75,000 $100,000 

Maximum loan Initially $375,000 then increased $500,000 
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 West Dapto Home Deposit 
Scheme (2014) 

Proposed revised Home Deposit 
Scheme 

(To be index annually) to $395,000, and then increased 
to $415,000 

Dwelling type New house and land purchase 
packages, including: 

 Dwelling house 

 Dual occupancy 

 Multi dwelling housing 

 Residential apartment 
unit 

New house and land purchase 
packages, including: 

 Dwelling house 

 Dual occupancy 

 Multi dwelling housing 

 Residential apartment unit 

(excludes secondary dwellings, 
moveable dwellings, seniors housing, 
group homes) 

Partner(s) IMB To be determined 

Funds available $9.2 million $10.4 million 

Potential initial assistance 
packages (without the funds 
being recycled) 

122 104 

 

The revised scheme would also not be tied to the upper income limits set by the National Rental 
Affordable Scheme’s (NRAS), which would enable persons on a moderate income to apply. The scheme 
would assist persons/families into home ownership.  If this option is chosen, additional work will be 
undertaken to finalise the eligible household income bands to ensure successful take-up of the scheme. 

There remain risks in pursuing a revised scheme: 

 There remains a mismatch between dwelling prices and income levels (as indicated by Attachments 
2 and 3).  Encouraging very low, and low income earners into purchasing dwellings beyond their 
means will not be supported by lenders and may result in housing stress for those households. 

 Current market conditions suggest a cooling of the market, with the Sydney market falling in value. 
The Illawarra market traditionally follows the Sydney market with a time lag.  Encouraging lower 
income earners into a home ownership scheme with little (or even negative growth) in the early 
years may present difficulties for participants.  

 There are few (new) dwellings available for less than $500,000 within the Local Government Area.  
The revised home deposit scheme is unlikely to assist the purchase of a free standing 4 bedroom 
dwelling house, but may assist the purchase of a dual occupancy dwelling, multi-unit housing 
dwelling or a residential apartment.  The scheme may encourage a greater number of smaller 
dwellings to be built. 

 The scheme is resource intensive to establish and manage. 

 Council is not a financial institution, and a partner is required to manage and assess loans. 

 The housing market may shift again, resulting in limited take-up.  Although the revised scheme has 
been broadened in application. Additionally Council has control (with any partners) in adjusting the 
scheme over time to ensure it is successful. 

 Council may suffer reputation risk depending upon the success of the scheme. 
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If Council wishes to pursue a revised home deposit scheme, a draft recommendation would be: 

1 A revised Home Deposit Scheme be developed to utilise the $10.4 million balance of the 
Commonwealth grant received under the ‘Building Better Regional Cities’ and subject to the 2017 
Memorandum of Understanding for Affordable Housing. 

2 The scheme target low to moderate income earners by providing a deposit assistance to assist 
persons/families into home ownership. 

3 A further report be presented to Council outlining the specifics of the proposed scheme. 

Expression of Interest 

Council may wish to consider the suggestion made by the Federal Member for Whitlam, Mr Stephen 
Jones MP, developed with the assistance of local community housing organisations.  This option would 
enable organisations who provide housing assistance to nominate projects that could be progressed with 
the funds.  These organisations are more aware of the local housing needs, have existing governance 
arrangements, and have existing clients and waiting lists. 

Based on Mr Jones suggestion, Council could seek Expressions of Interest from organisations with 
proven expertise and provision of housing services to nominate a project or projects to utilise the funds.  
Alternatively, Council could seek a greater remit and not limit the EOI to Illawarra based organisations. 
This may provide a greater range of solutions and expertise solutions. 

Additionally Council could specify a different target group to that identified in Mr Jones letter e.g. Home 
ownership for lower income families, rental or home ownership for key workers (police, teachers, nurses, 
aged care workers etc), rental or home ownership for families with children with a disability or persons 
with a carers responsibility etc.  

If this option is to be followed, the comparatively small amount of funds available means that Council 
should be clear in the EOI about the type of assistance to be provided eg home ownership or rental 
support and the target group. These are specified in parts c and e of the draft resolution below. 

If Council wishes to pursue this option, a draft resolution could be: 

1 To utilise the $10.4 million balance of the Commonwealth grant received under the ‘Building Better 
Regional Cities’ grant and subject to the 2017 Memorandum of Understanding for Affordable 
Housing, Council seek Expressions of Interest from organisations with proven expertise and 
provision of housing services to nominate a project or projects which will utilise the funds, with the 
following criteria: 

a The organisations should be restricted to those that are Not-for-Profit. 

b The projects should provide new housing in the Wollongong LGA, that is, not the purchase of 
existing homes. 

c The housing is to be rented to tenants at rates that are affordable to them. 

d The proposals are to nominate the target group(s), type of housing to be provided, partner 
organisations and location(s). 

e Projects that focus on women over 50 and over who are homeless, are encouraged.  

f Proposals that have matching funds will have greater weighting. 

g Proposals that can provide housing within a 0-3 year period will have greater weighting. 

2 A Committee be established to finalise the criteria, seek the nominations and review the 
applications. 

3 The Committee comprise the Lord Mayor, 3 Councillors (1 per Ward), and be supported by Council 
officers. 

4 The following three Councillors be nominated: 

a Councillor [insert name] representing Ward 1 
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b Councillor [insert name] representing Ward 2 

c Councillor [insert name] representing Ward 3 

5 The Committee provide progress reports to other Councillors though Councillor Information Notes 
and report its recommendations to Council for determination. 

This option has less risk for Council, as Council would be allocating the funds to Not-for-Profit housing 
providers through the Expression of Interest process.  These providers would need to demonstrate their 
track record and ability to providing housing.  The providers may be able to provide additional funding to 
increase the effectiveness of the funds. 

Alternate options 

If neither of the two above options are acceptable to Council, there remains the option of Council 
developing its own scheme to utilise the Federal Funds.  Council would need to nominate a target group 
to provide assistance to and the form of housing assistance.  A possible resolution would be: 

1 An affordable housing scheme be developed to assist [specify target group] into [specific housing 
product] to utilise the $10.4 million balance of the Commonwealth grant received under the ‘Building 
Better Regional Cities’ and subject to the 2017 Memorandum of Understanding for Affordable 
Housing. 

2 A further report be presented to Council outlining the specifics of the proposed scheme. 

PLANNING AND POLICY IMPACT 

This report contributes to the delivery of Our Wollongong 2028 goal “We have a healthy community in a 
liveable city”.  It specifically delivers on the following:  

Community Strategic Plan Delivery Program 2018-2021 Operational Plan 2018-19 

Strategy 3 Year Action Operational Plan Actions 

5.3.1 Housing choice in the Wollongong 
Local Government Area is improved, 
taking into account population 
growth, community needs and 
affordability 

5.3.1.1 Prepare a Housing Study 
and Strategy incorporating 
Affordable Housing issues 

Progress and Affordable Housing 
Scheme 

CONCLUSION 

The West Dapto Home Deposit scheme was an innovative approach developed by Council to assist 
persons into home ownership, utilising funding from a Commonwealth grant through the ‘Building Better 
Regional Cities’ program.  The scheme wasn’t as successful as hoped, due to rapidly rising land prices 
and a lack of flexibility in the Federal funding agreement. Council has now entered into a Memorandum 
of Understanding with the Commonwealth to utilise the funds to facilitate the delivery of affordable 
housing in the region. This provides flexibility for Council in how it might apply these funds.    

There are many groups in need that Council could target for assistance and a variety of housing 
products and projects could be pursued.  Following a Councillor workshop, it is recommended that 
Council develop a revised home ownership scheme and broader application to assist low to moderate 
income earners into home ownership.  Specific guidance from the Council will allow staff to develop a 
more specific proposal for consideration.  
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