Submission Against Development Contribution Increases
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1. Dunedin is the third most unaffordable major centre in NZ. Refer to Corelogic’s latest report attached separately.
1. DCC Housing policy should be focused around improving access/affordability to housing. The DCC estimates that there is a shortage of 1500 homes within the urban area, with this deficit forecast to continue to deteriorate. Dunedin has a forecast population growth of 13,500 people out to 2054, with about 10,000 of that growth occurring over the next decade. This means our city requires 6,550 homes over the next 30 years, with 5,400 of these required over the next ten years. This means our residential construction sector needs to be building 540 homes annually, but on average the sector only builds 380 homes per year meaning an annual deficit of 160 dwellings.
https://www.dunedin.govt.nz/council/strategic-framework/future-development-strategy-for-dunedin
1. Whilst the DCC can individually defend their policies, collectively they paint a picture of anti-development and business sentiment. Anecdotally, and from personal experience, many within the operative branch of the DCC deliberately work against the strategy and governance set out by the elective branch of the DCC. I have been told by DCC Planners that they are going to do everything they can to stop our developments even when they meet the requirements of the district plan.
1. To improve access to housing we need more investment into housing in our city. Therefore, we need to consider how attractive Dunedin is in relation to the rest of the country. Below we have provided some market context.
Dunedin Market 
1. Cost of construction - up 45% from 3.5 years ago.
1. Cost of construction impact – the biggest impact is on entry level housing purchasers.
1. Small section sizes – average infill section size is 300-600m2 from the Gold Rush when Dunedin was the most densely populated place in NZ. Therefore, our land rates are much high than Christchurch where you get more land for the same money.
1. Lack of developable land – we have very little available developable land in comparison to Christchurch. A lot of what has been re-zoned, people wouldn’t want to live on or is in a hazard zone and purchasers are not interested. Additionally, due to the small section sizes, it is often not commercially viable to develop the land. Result, higher land prices.
1. Scale – small centre with very little development due to all the reasons in this email. Therefore, not providing continuity of work / providing construction efficiencies / distinct lack of competition in key trades within the city.
1. Sloped topography - adds a lot of additional cost i.e. cut, landscape retaining/stairs, building retaining, backfill, steps in foundations, tanking, etc. This cost is worn by the Developer.
1. DCC / Aurora power infrastructure - sites typically need significant investment because the majority of Dunedin doesn’t have any spare capacity or has very old infrastructure requiring upgrades. Majority of this upgrade cost is worn by the developer.
1. Christchurch – has very little of the above. They are developing comparable entry level medium density homes for $75-$100k less.

DCC
1. DCC processing times – In the last three years, it has become much harder and taking significantly longer to get all the consents / approvals from the DCC. There is significantly more red tape, more decision makers to satisfy and the DCC Planning and Building Teams are exploiting the RMA to give themselves arbitrary extensions to their statutory timeframes. Consents typically take 90+ business days to receive, and the associated increased costs to the developer are significant.
1. DCC not working pragmatically or within the bounds of the RMA – DCC 3 waters are making their own rules that contradict the building act, and this crucial department is under resourced.
1. DCC regulation – DCC are choosing to read the NES differently to the rest of the country which is adding $150k+ to every infill development in the city. This decision made by the DCC in the last 2 years alone, has added between $15-25k to the cost of every entry level new build property in Dunedin. 
1. DCC regulation – DCC choosing not to allow common drains. Leading to much higher infrastructure costs onsite. Developer wears this cost.
1. DCC regulation – DCC urban design overreaching and requiring developers to include costly aesthetic improvements to meet their personalised taste. The market should decide the design standard of homes; people won’t buy the homes if they don’t like them. Developer wears this cost.
1. DCC regulation – DCC making developers extend the DCC mains into site. Thus, adding more cost to future rate payers. Future rate payers cost vs purchasers cost.
1. DCC regulation – DCC making developers design for insane what if scenarios. Developers wear this cost.
1. DCC regulation – High stormwater management / retention costs because DCC infrastructure has been neglected. Developers wear this cost.
1. Infill development – provides more rates payers on the same amount of infrastructure. Thus, providing a much better return on investment compared to green field development.
1. Infill development – any infrastructure upgrades are required to be carried out as part of the development. Developers wear this cost.
Summary
1. Dunedin is already one of the most expensive centres to build in, in New Zealand. A comparative entry level home costs $75-100k more than in Christchurch, this is a direct result of Dunedin’s unique topography, the lack of capacity in the city’s infrastructure and the additional regulation and processing times that the DCC has placed on developers that does not exist in other centres.
1. Over the last three years, the cost of construction has increased by 45%, costs that have largely been absorbed by the developer, but any additional costs from here will be passed onto the consumer.
1. The Developer is already paying for any infrastructure upgrades associated with infill development, and they are increasing the revenue the DCC is earning off current infrastructure and so their developments should be encouraged. To say that the development contributions should pay for new infrastructure is effectively double dipping.
1. The consequence of these development contributions is more barriers to development in a city that desperately needs more housing, and increased cost for entry level housing in the city. My company TGC Homes is now actively looking at moving our capital to Christchurch where development is encouraged rather than strongly discouraged by the council. I would not expect another company to fill the void of 50-70 homes a year as the margins within Dunedin no longer enable this level of development.
1. DCC Development Contributions – there should be no increase to development contributions. DCC should be encouraging more people/rate payers to move to Dunedin (reduce debt) and not increasing the costs of housing even further.

