
Submission to commissioners. 
HCC. Plan change 9 

The well-being of society is directly related to affordable housing. 

14 February 2023 

Plan Change 9 and 12 are required for HCC to comply with their legal requirement, 
with regards to NPS -UD and associated legislation. 

Since 2018, I have made numerous submitted to HCC. The Compact city model (Smmi 
growth) that HCC has adopted, has made housing unaffordable. 

A managed Growth approach just does not work. 

HCC has a legal requirement under LGA 2002, to consider "wellbeing". 

HCC does not have an affordable housing policy. Therefore housing, is not considered 
"wellbeing", that requires HCC to responsible to. 

It is only the NPS-UD legislation that has required HCC to address affordability . 

I will prove evidence that if HCC is allowed to proceed with Plan Change 9, in its current 
form, housing will be more unaffordable. I believe therefore Plan Change 9 is unlawful. 

I am a real estate consultant, with over 50 years ' experience in selling, developing and 
advising on real estate matters. I will not benefit personally from my recommendations. 

I have a good understanding of both planning and economics. 

It is economics that determines both how, and what developments take place, not planning . . 

To understand how Plan Change 9, will not assist afford ability (and does not comply with 
the law) it is necessary to go back to 2007/8 when HCC was preparing the District Plan. 

HCC has had a policy, of "restricting land" supply. That being "infrastructure ready" land. 

This is due to a policy decision of both plmmers, and financially constraints. 

Planning. 
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"Limit new subdivision approvals with the objective of pushing up land prices and giving 
developers and section buyers an economic incentive to drift towards more intensive 
subdivisionsl housing." Evidence A. Strategic Risk Analysis 25.8.2008 

The Intensification Study, Infill Housing Assessment, 2007, the Hamilton Urban 
Growth Strategy, Sept 2008 and Harrison Grierson report, August 2010 advised that 
theoretically HCC has 29 years supply of land within the existing city boundaries. This 
could result in 108,000 dwellings. Market Economics (section 32) have now advised that 
potentially there is capacity for 112,000 dwellings. 

However, this assumption is based on the maximum permitted by "zoning" if most existing 
buildings are demolished, to allow greater density. These reports also stated that 
Infrastructure would need to be upgraded, to allow intensification. 

No consideration was taken of cost, and whether it would make housing less or more 
affordable. 

HCC has now acknowledge, under Plan Change 12, that for intensification to occur, then 
infrastructure needs to be upgraded. 

HCC Economist (Development Economics report 2011. Housing affordability & 
Demand in Hamilton City.) 

It states that "policies that facilitate least expensive housings would significantly improve the 
social and economic well-being of the population. Achieving more affordable housing is 
simply a matter of increasing the supply of development land." 

Evidence B. Report attached. 

Economic 101 states: if you undersupply the market, prices will always rise. 

Without prices (always) increasing, HCC planning model doesn't work. 

The NPS- UDC requires a zero gl'owth in prices. 

Evidence C. Urban Economics Housing Development Capacity Assessment 2017, with 
attached 12/1112018 showing how HCC model works. 

The Treasury and Reserve Banl<- report (Sept 2022) has identified that interest rates and 
zoning are the primary reason for unaffordability housing. Zoning in that context also 
refers to planning. 

Paul Krugman winner of the Nobel prize in Economics 2008 states; 8th August 2008. 

"in the United States it's really two countries "flat land" and "zoned land". 
"In flatland, which occupies the middle of the country it's easy to build houses. When 
demand for houses rises, flat land metropolitan areas just sprawl out more. As a result, house 
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prices are basically determined by the cost of construction. In flatland a housing bubble 
doesn't even get started." 

"But on "zoned" land which lies along the coast, the combination of high population density 
and land restrictions-hence "zoned" makes it hard to build new houses. So, when people 
become willing to spend more on houses, say because of a fall in mOltgage rates, some 
houses get built, but the price of existing houses also goes up. And if people think that prices 
will always continue to rise, they become willing to spend even more, driving prices up still 
higher and so on. In other words, the" zoned zone" is prone to housing bubbles" . 

My submission is that HCC Plan Changes 9, "restricts supply." and therefore, does not 
comply with NPS -UD. 

Evidence D. Govt Response to NZ Infrastructure Strategy Sept 2022. 

I have previously submitted to the review of the District Plan (2012) . Hamilton East should 
have higher density. It is ideal for redevelopment, being close to the CBD, University and 
Ruakura. The infrastructure will possible need upgrading, in the forceable future. Plan 
Change 12 foresees both Hamilton North (Ulster Street area) and Enderley, being the 
preferred option. Parts of Hamilton North ( Ulster St) already has high land costs, with 
motels and apartments, so affordable housing is not an option. 

HCC section 32 report for Hamilton East states that about 56% of houses in this area are 
owned by investors. This would provide the incentive to amalgamate title, to increase density. 

Although not covered in Plan Change 9, I would recommend that HCC should lobby the Govt 
to modify the " Brightline" test to assist with this process. 

Financial 

HCC Development Contributions. HCC Development Contribution policy never provides 
the income anticipated to provide the necessary funds for infrastructure. This has resulted in 
HCC incurring more debt. 

Evidence E 1 . HCC OIA Income and capital expenditure. (2 separate pages) 
Evidence E 2 Urban Economics Housing Construction Forecast and Revenue 9/2019 

HCC has failed to comply with NPS - UDC and NPS - UD. 

Evidence F. See formal complaint against Future Proof 21st Sept 2021 and Future Proof 
reply. 

I was conU11issioned by MBIE, in 2019, to identify what "restrictive covenants" had 
occurred throughout Hamilton. My conclusion was approximately 25%. TIllS would prohibit 
further development, making 108,000 dwellings impossible. This % was confirmed by Urban 
Economics (Economist) in April 2020. HCC ( economist) Market Economics has now 
confirmed these percentages in their section 32. 

Evidence G Letter to Mayor Southgate 8th June 2022 from Thomas Gibbons. Barrister. This 
explains where HCC is failing to comply with NPS -UD. As such HCC is noncomplying. 
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Further Evidence is reguil·ed. 

HCC Section 32 is deficient in multi areas. 

Building Costs. Hee section 32 report is insufficient to understand completely the cost of 
building houses and especially high rise apartments. 

Evidence H Urban Economics April 2021. Development Contribution National 
Benchmark & Impact on Development Feasibility. 

This report not only covers De costs, but importantly the cost of building a house and what 
is economical feasible. Hee Section 32 provides no such information. 

Under the Section 32, Hee has provided "no detailed" economic evidence to SUppOlt their 
"theory" of housing costs. The only reference I could find to "building costs" is in the 
development contribution section. This refers to houses costing $3000m2. 

In the 2021. ME indicating a building cost range of $1600m2 to $2400m2. No evidence 
has been provided for the cost of duplex 01' high-rise apartments. 

Under an OIA request, HCC have advised that Market Economics model is 
"proprietary" and unavailable for review. 

From my experience it is unlikely that the anticipated "supply" of high-rise apartment will 
ever happen in Hamilton, to the extent that plamlers anticipate. Ie 3200 to 12,000 within the 
next 6 - 10 years. The cost of high rise is currently in excess of $5000m2 with some 
development going up to $10,000 m2. 

This will have a significant "effect" on the anticipated supply of housing, that Hee is 
relying on, to comply with NPS -UD and associated legislation. 

Therefore, I request that the underlying assumptions on building costs be fully made 
available . This is in line with the submission of Kainga Ora. 

Housing Choice. In 2018 Future Proof commissioned ME to undeltake this research. 

Of the 10 choices, 4 were in Auckland and 1 in Dunedin. For the 5 remaining Hamilton 
choice, all were underpriced by between $50,000 and $150,000 according to a report I 
commissioned from Telfer Young (registered valuers) . 

Hee house choice report was slanter to offer mostly units, imler city dwellings and duplex. 

Evidence H. Peel' review Urban Economics Housing study. Demand Preference and 
Supply Study 2020. 

An "independent" housing choice survey is required. Possible from Waikato University. 
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Section costs. Future Proof commissioned a report from Greenstone Group (2008) on land 
costs. This report "stated" that sections (in Hamilton) were $150,000 to $165,000. Telfer 
Young ( registered valuers) provided evidence that the true cost was in excess of $300,000 
for the same period. 

An independent report on both the availability and cost of land is required. 

Conclusion. 

(1) The only way for housing to be affordable, is for a "ready supply" of " infrastructure 
ready land" , at competitive prices. This was identified in the council's own economic 
evidence of 2010. (Development Economics). It is also a legal requirement. The 
assumptions that up to 70% of dwelling can be acconm10dated in the existing city is 
plainly not possible, without significant upgrade of infrastructure, which will take 
time. 
FUlihermore, is it what consumer wonts, or afford, or is it what the planners wont.? 
Consumers don' t have to come to Hamilton. If Morrinsvillel Cambridge is a cheaper 
option, will consumers just traveL? 

(2) Sm31i Growth, or a "managed growth" approach to planning plainly is not working 
for the majority of the younger population, and is making housing unaffordable. 
Refer: American Nightmare, and The Best Laid Plans, by Randal O'Toole 

(3) I agree with many of the submission of Kanga Ora. That being a different approaches 
to address housing " infrastructure" other than using "qualifYing matters." which 
excludes most of Hamilton East. 

(4) My reconm1endation is that Hamilton East becomes a "medium density" housing area 
immediately, pending further greenfield land becoming available. 

(5) Although not covered by plan change 9, it is clear that the Development Contributions 
policy, currently adopted by HCC is not providing the necessary funding. HCC has 
recently lost a significant court case brought by Everton Heights Limited. This 
judicial review was won 100% by Everton. It will have a significant effect on councils 
finances probably involving up to $6 million in funding shortfall. 

(6) HCC has assumed that housing development will take place at both Rotokauri and 
Peacocks, to meet their legal requirements. HCC have confirmed under OIA that the 
DC charges were not address in their modelling of section prices. In both area, the 
new DC charges have increase from $34,000 to $67,000. For one area in Peacocks, 
that I have investigated, ( 140 HA ) it showed sections would need to sell in excess of 
$700,000 for the development to be profitable. 

(7) More detailed information is required to understand HCC assumptions of 

(1) building costs 
(2) Housing choice 
(3) Section costs 
(4) Affordability 
(5) The sllpply of affordable land 

PO Box 22, Hamilton, New Zealand. Telephone: (07) 849 7800 Mobile 021972500 
E-mail : colin@cicl.co.nz 



6 

Without the information listed about, it is not possible to understand fully how HCC can met 
its legal obligation under Plan Change 9 & 12. 

I would like to provide additional information to the Plan Change 12 hearings. 

I thank you for your time and tlust that the information provided is informative. 

Yours Faithfully 

Colin Jones 
AREINZ 
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PROPERlV rRE . EARCH 

Developer Perceptions 

~ntensification of Greenfield Residential Subdivisions 

REPORT OBJECT~VE 
This report was commissioned as input in to the Hamilton Sub-Regional Growth Strategy being undertaken 
by Hamilton City Council (HCC), Waikato District Council, Waipa District Council and Environment Waik:ato. 
The report focuses on developer perceptions for intensification of Greenfield residential subdivisions and 
needs to be read in conjunction with our reports on Greenfield residen,tial subdivisions, Greenfield industrial 
subdivisions, and the Hamilton Infill & Multi-Unit HOLlsing Markets report we prepared for HCC (19 
March 2008). 

This report investigates the key Icmd economic drivers for Greenfield residential intensification in the 
subregion, with particular focl,ls on the Hamilton market where the much larger population makes 
intensification more economically feasible although options for intensification are also considered for the 
rest of the subregion. It;x;inve-stig-ates:<the ,duture;" marl\~t;::i'opp6ftunities;;fand~;Gonstraints{'!fOf.'·rpfbmotirfg 

in!~Q.§iftg9JlQ!l.J;Qh0.I§gDfl~J9,sfg§l9.flL1t.iaLs,ubdLvisjQns,~io;;.the,:subre'gi0mand.~the,-kev.reaon0mio{and l'financial : , 
'I?LMe'lJ.Jl§jles1Q!.i'\chieve7,suGcessfulti rtten·sificatiolfifitGfee-rlfiel,d'FeSidef1tiali'subdivjsions. Issues relevant to 
residential intensification in existing re,sidential areas are addressed in the Hamilton Infill & Multi-Unit 
HOLlsing Markets report we prepared for HOC (Hi March 2008), ! 

Much of the information contained in this report was gained bYJl'intefVieWih~~r lo6·al~A'U-Ckland.base'c:l and 
tguran'ga':!b'c:ls'e'dodeIJEH015ers and relevant property professional, in~luding :()rfe'WEHHhgtoY'-~B·a@a'developer. 
The relevant people to interview were identified in preliminary discussions with several local property 
professionals, based on our knowledge of relevant developers and inolude'd';--sorrfEl"SOggEistions ffrofti"Gary 
Kolght0n c:(J:eam d~eaderc{~ityJiStrategYi",·Strategk)c',GrOl:lpr~ Hal1lilton City Council). It was not possible to 
interview all of the people identified but the vast majority of pe'o):ile identified as being relevant Were 
interviewed, including what we believe to be a representative sample oflocal and out-of-town developers. 
Interviewees were asked a standard list of questions we designed to extract the relevant information, while 
we also offered the people interviewed the opportunity to express opinions about any relevant or related 
matters. We would like to express our thanks to the people interviewed who were generous with their time 
and provided many valuable insights. 

Rodney Dickens 
Managing Director and Chief Research Officer 
Strategic Risk Analysis Limited 
www.sra.co.nz 

© 2008 Strategic Risk Analysis Limited. All rights reserved . 

While Strategic Risk Analysis Limited will ,li se all reasonable endeavours in producing reports to ensure the 
information is as accllrate as prac ticable, Strategic Risk Analysis Limited, its employees and shareholders shall 
not be liable (whether in con tract, tort (including negligence), equity or any other basis) for any loss or damage 
slista ined by any person relying on slich work whatever the cause of such loss or ciamage, 
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STRATEGIC RISK ANALY~IS LIMITED 

Options for the Councils to achieve intensification in Greenfield subdivisions 

r We_see-1l:liLJ&uncils _~s having several ol2tions for achieving more intensive Greenfield residentlal 
subdivisions than the c_onventional ~ubdivisi0'2.s that deliver around 10 dwellings per_~a. These include: 

j . liimit new subdivision approvals with the .objective of pushing LIP land prices and giving developers 
qnd section buyers an economic incentive to drift towards more intensive' subdivisions/housing. 

2. Approve new subdivisions subject to the developers achieving specified intensities (e.g. 12, 15 or 
18 lots per ha), potentially including different densities in different areas if considered desirable. 

3. Only approve new s1.lbdivisions if they have designated rned ium to higher density areas within to,em 
that.ensure the overa ll'subdivisiohs Cichieve-thEr desired density 'or densities. 

4. Work in co-operati on with the small number of developers that have an inclination to develop more 
intensive housing options, and the experience in doing so. 

S. Gounyils buy land . prior to rezoning ' areas residential and on ly make the land avai lable,. to 
deV,elopers who have the sKills and inCilnatiCih to 'develop more intensive subdivisions, potentially 
working in co-ordination with the developer or possibly even doing the·c1evelopments ,themselves. 

6. Continue approving subd ivis ions largely as is the case now but find ways of giving developers 
incent ives to deliver more intensive subdivisions (e.g . subdivision levies and fees per ha not per lot 
so as it makes more intensive subdivision more economic; allocate a counci l staff member to co­
ordinate with developers who plan to del iver more intensive subdivision so as to make the process 
smoother, faster and more economic for developers (holding costs can be a major cost for 
developers, so anything that speeds up a development will make it more attract ive to developers)). 

, ' ". 

Based on OUI' understanding of the economics of new subdivisions (see The Greenfield residential "'" 
subdivision market report), our understanding of developers' preferences and what we assess will work in ( 
the Sub-Region, our thoughts o~ .these six oetio.m; are: 

I . SEjoti0n prices espeoially in Hamilton but also in the Sub-Region are already ullcompetitive ·or 
unafford able. If the CoUncils limit the amount of land they approve for new s~l l;Jdjvis ioIlS in an 
attempt. to push up 'Iand prices and make hOLising intensification in Greenfield 'subdivisions mQr.e 
attr-active to developers and section buyers they risk stifling ~CQnom ic gr9wt.h in the SubcRegion. It 
wou ld make the Sub-Region (or the palis of it that followed this approach) vulnerable to losing 
population to neighbouring areas (e.g. Morrinsville and any parts of the Sub-Region that didn't 
adopt the same approach) and/or to neighbouring regions (e.g. Bay of Plenty and South Auckland) . 
We view this option as the least attractive if the Councils want to both increase housing density and 
help ensure the Sub-Reg ion's economy prospers. 

2. We believe the .~.D,g~R!l.9.D offers the potential of achieving the desired level or levels of 
intensi fication in Greenfield subdivisions without exacerbating the competitiveness of the Sub­
Regioll. It is like ly to mean the Sub,Reg ion attracts developers inclined to more inngyative 
sllbdivisionfhoLising

r 
outcomes il.ncl ·cnscoura_ge.s .:J~_. dey.e l e.eers~ only interested il", doing 

yOnvent.iQnaJ "cheese-cutter:~subdivi;;ions. 
• '_" 'r __ • • •• • , ._~_ • • r_ 

3. The .. !bi.r:..d....£l2.!19ll.js much like the second but involves being more specific about the nature of 
housing intensification. While this option may be appropriate in some cil'cumstances if the Coullcils 
have good reasons to want a specific form of intensification in certain meas, in our assessment the 
second option has more merit, especially because it leaves it up to developers to assess what 
forms of mOl'e intensive housing wi ll work in the real world. 

4. From what we have seen of this style of approach, and based on what we understand will work in 
the Sub-Region, we can see circu mstances where this approach could work well. It is an approach 
well worth considering if the Councils decide it is desirable to proceed with a stand-alone or self­
su fficien t subdivision in the Peacockes growth cell that mitigates the need for a new sewage pipe 
over the river. It CNlld ' be an approach that would work we ll if the Councils decide to reZ0ne 
res identiallarid o'n the east of Hamilton, where there are two major land owners interested in doing 
more inventive housing deve lopment that could achieve more intensive housing, better urban 
design and competitively-priced housing . It could also work in other areas of the Sub-Region. 
However, we believe a critica l pan of th e economic health of the Sub-Region is having a 
competitive land/subdivision/section market, so we wou ld see this option as being potentially useful 
in certain circumstances but not a sole option othelwise it risks undermining competition. 

While Strategic Risk Analys is Lim itcd will li se all reasonable cncl eavo urs in producing rcports to <.; Il S lIIC the 
information is as Acc urat e as practicabl e, Strategic Ri sk Analys is Lim ited, its employees alld shareholders shall 
not he liable (whether in contract, tort (including negligence), equity or nny other basis) for fi ll )' loss or damagc 
sustaill ed by any perso n relying 0 11 such \\'ork wh atcl'e r th c calise 0[' s\l ch loss or dnill age. 
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DISClAIMER 

Development Economics has taken every care to ensure the correctness of all the information contained in 
this report. All information has been obtained by what are considered to be reliable sources, and 
Development Economics has no reason to doubt its accuracy. It is however the responsibility of all parties 
acting on information contained in this report to make their own enquiries to verify correctness. This 
document has been prepared for the use of Hamilton City Council only. 

COPYRIGHT 

© The concepts and information contained in this document are the copyright of Development Economics 
Ltd. Use or copying of the information in whole or part without the written permission of Development 
Economics Ltd constitutes an infringement of copyright. 

CONTACT DETAilS 

P: 09 9638776 

POBox 331232 Takapuna, Auckland, NZ 

www.developmenteconomics.co.nz 
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tw1 0 U sin gAff 0 r dab iii t Y 81-
Deilland in Hamilton ,City 

'I. EXECUTIVE SUMMARY 

Over the past decade Hamilton City has experienced a rise in population and employment 

that has outpaced its production of new housing. The resu It is an undersupply of housing 

that is affordable to a range of households, particularly low and middle income households. 

Over the past decade house prices have surged well beyond the cost of production, 

indicating that there is not enough land available for new development. The purpose of this 
report is to quantify this market failure and to identify the possible causes, 

The principal methodology used is an evaluation of whether the price of new houses and 

sections greatly exceed the cost of producing them. ,It is our view that a significant gap 

between house and section prices and the cost of producing them is evidence of a market 

failure~ This provides the basis for testing the impact of an increased development 

contribution on new house and section prices. 

Our analysis finds that the price of new houses and sections exceed the cost of producing \ 

them by approximately $50,008. This implies that if enough development land was made 

a~ailable (both greenfield and infili) the price of new residential sections would reduce to 

$140,000 (compared to the current price of $190,000). 

P?licy that ·facilitates le.5s expensive hOLlsingwould significantly improve the social and 
economic wellbeing of the population. To put this into context, if each of the 10,000 new 

households added to the City over the next decade were to save $50,000, this would equate 

to a $500m saving in housing costs over this period. 

Achieving more affordable housing js simply a matter of increasing the supply of 

qevelopment land, either greenfield, infill or both (with intill including intensification 

capacity). It is ollr view that supply equivalent to ten years demand is required to enable 

the property market to work efficiently, however this should only include those properties 

that are likely to be made available to the market over this period (e.g, exclude land that is 

not serviced). 

For Hamilton City this would equate to at approximately 1,500 - 2,000 hectares of land (if 

only greenfield development is relied upon to meet future housing needs). At present there 

are approximately 500 hectares of undeveloped residential zone land and 1,000 hectares of 

future residential zone land. If the future residential 20M land was made available to the 

market it would be approximately sufficient to ensure hOllse and section prices are in line 

with their costs of production. 

e~7 development economics 
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Policies that increase the supply of development land by this amount would in turn 

introduce an alternative set of problems, Most notably there would be an incentive for the 

market to compete through providing larger sections, resulting in a lower density pattern of 

development that increase travel times and infrastructure costs. In this instance a providing 

maximum lot sizes would be an effective policy response, and this would provide an 

incentive for developers to produce better quality developments to enable smaller sections 

and houses to be sold. 

The City has estimated that an increase in greenfield development contributions of $15;000 

- $$6,000 per lot is necessary to provide services for new development'land. Any increase 

would be passed on to the section or house buyer,~h9w~ver.wouldjn our opinion be offset'by 

a. reduc.::tion in section.or house prices by $50,000 (assuming a significant increase in the 

supply of development land). 

Infill development has been evaluated and is considered feasible, as evidenced in the 

number of newpmpertiesbeing developed in established neighbourhoods. If the City 

intends to meet the heeds of a significant number of futUre residents through infill 

\\ 

development, it is important to accurately monitor the number of potential developmenJ 1/1 
properties available to the market. It should be noted that many properties are owned for 

many years and these are effectively not available to the market for development. There is 

potential to increase supply through lowering minimum section sizes, and this would in 

effect bring forward the redevelopment potential of all properties by many years (as more 

intensive developments are often more profitable), supporting a more efficient urban 

structure. 

The feasibility of apartment development has been evaluated for both the residential high 

density zone and the city centre zone.!n both instances apartment development is not 

considered feasible. This is largely due to the high price of apartment construction relative 

.to stand alone and terrace houses. At present there are around 400 apartment units in 

Hamilton, and the majority of these are in retrofitted commercial buildings. The sale prices 

of these apartments are well below the cost of producing new apartments, suggesting that it 

will be at least a decade, and possibly longer, before any new apartment buildings are built. 

The second part of this report evaluates the types of households that will reside in Hamilton 

over the next 30 years and their housing preferences and needs. A proprietary residential 

market analysis system called Target Market Pro has been used to prepare the following 

forecast, with some summary results presented below. 

e~J development economics 
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The future housing demand profile over the period out to 2041 is not expected to change 

significantly from the present demand profile . In particular the ev idence indicates: 

81 % of new home buyers will prefer to buy a stand alone houses 

18% of new home buyers will prefer to buy a terrace house (or unit) 

1 % of new home buyers will prefer to buy an apartment. 

It is our view that policy should be broadly consistent with this demand profile to ensure Ham ilton 

remains competitive as a destinat ion for new residents and businesses. 

2. INTRODUCTION 

Y \ . Housing is the' linchpin of a susta inable city. It is inextricably linked with a prosperous 

economy, a quality environment and social equity. This report examin es two important 

aspects of the housing market - the cost of supplying housing (including the impact of 

development contributions) and the future demand for housing. 

It is not the pl!lrpose of this rep6rt'to provide a comprehensiVe stra tegy for affordable 

housing, Iath_er it ~ t.9 ·~alua~ whether there ar~y constra in ls on the supplt of new 

.ho~ses and sections. FOI' this reason other housing matters, such as subsidised housing, are 

not addressed. 

The first half of the report (sections 3-5) addresses housing affordability and in particular compares 

the fundamental costs of prod uci ng new hOLises and sections with sa le prices. The methodology 

utilised is a series of 'development feas ibili ty studies' which determine the cost of supplying houses 

to the market in different locations (or zones) across the City. 

The second half to the repor t (section 6) exam ines the market potential (or need) for housing. This is 

based on an eva luation of the current and future household types in Hamilton City and their 

preferences for different housing typologies and prices. A proprietary housing market potential and 

preferences ana lysis tool ca lled Target Market Pro is used which links household demographics with 

housi ng preferences, price pOints and other factors. 

3. I-lOUSING AFFORDABILITY & THE FUNDAMENTAL COST OF PRODUCING I-lOUS ING 

Housing affordability advocates often argue for the 'ability to pay' as the relevant benchmark of 

whether housing is affordab le. Ability. to pay is typica lly measured as hOLlsing costs as a percentage 

of income, e.g. n'ouseholds should 'pay no more than 30% or 40% of their income on housing. It is 
6 
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our view that this measure of affordability is of limited use and potentially mislead ing as it does not 

account for loca l demographic factors, such as the number of retirees or households in poverty in a 

city or town. 

A more useful measure of affordability, in our view, is the 'fundamental cost of production' of housing, 

and in particular whether the sa le prices of new sections or houses significantly exceed the 

fundamental cost of producing them. If sa le pr.ioes'greatly eXceed the fUndamental cost ,of , . - ~ --

-production /' then we w0u ld 'Conolu_de that there is a market ofa i1CJre and 'that house prioes are too 

e>.<pensive (making them less affordable). Fundamental costs of producITon refer to t he normal costs - ~ -- . - - . 
of developing a new residential sect ion or house, and assume that the market is ab le to provide these 

goods and services efficiently. 

The focus·of thig study is therefore on the stlpply 'of '/le~ h0~~F!g,9,S t.b.i? enables a natural policy 
,' - . - - - - - - - - -- -- -

resRonse (as housing demand is largely .outside,lhe scope of P0liCY influenGe of the City). 
• - • , - • - - __ __ - - - _. • + I 

Housing is supplied through the property market. The property market is one of the least effic ient of 

all markets, with some of the common market failures includ ing: 

imperfect knowledge of buyers and seller, 

the unwi llingness of owners to sell property, even for a monetary ga in, 

the immobility of capital once it is invested in a property, 

the cost and time involved in selling and purchasing property, 

inefficient and cost ly consent processes, 

constraints on the supply of land for development1 and , 

the inability of developers to respond quickly to changes in demand. 

This study foc,us.e~_ on tiJe most common market failure -Qonstraints on supply of land for 

developmerlt. A series of 'development feasibility studies' have been used to determine whether the 

prices of new houses exceed the costs of producing these houses, thereby indicating a market failure. 

Giv~n house construction costs are relatively fixed, regardless of location, the focus is on the cost of 

prod ucing new res identia l sections. 

Table 1 presents the resul ts of a development feasibility study of eleven different suburbs, including 

both new greenfield propert ies (on the urban periphery) and infill properties (within established 

suburbs). 

The development feasibility studies show median land purchase and sales prices (obtained from 

recent sales data for the year end ing March 2011) and current costs of production. The development 

feas ibility stUd ies include the construct ion costs, council fees and contributions, finance costs and a 

normal prof it (20%). 

Four I<ey conciusinns can 'be drawl'] from this analysis. 

1. The cost of prod ucing new greenfield sections exceeds inf i!! sections by approximately 

$50,000. The higher prices paid for new greenfield sections can be attributed to the 

provision of large sca le public infrastructure (road ing, water, stormwater, sewer), larger 

development contributions and the higher cost paid for raw development land. 

2. Many greenfield properties are not currently economic for development. It is common for 

property values to dec line or plateau during economic recess ions, erod ing profit margins for 

developers. The deve lopers that have purchased raw deve lopment land at the recent high 

7 
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prices are faced with the option of sel ling the land for a lower price or incurring larger holding 

costs as they wait for sa le prices to rise aga in, with both options resulting in a loss. Normal 

market processes will ensure that development properties are made available to the market at 

acceptable rates, often through mortgagee sale, Farmers that have land banked and are 

becoming developers account for the current value as developm ent land in their feasibility 

studies, as this is their opportunity cost (i.e, what they could sell it for), 

3. the oost l!lf pr.bducing a greenfield 'residential 'section wolJlti dimihish bY' 
$50,@GO-:if roo~e -devflJQgm~nt J and-;-w~s ~~ail~~l;~- I ncreaS'tlg ;the _ !a~t!J l~~ppIY is 

" tbe -prir,nary,-pol iOY t~~ 1 availabl's to 'e~'suri~~" prciltlsibr\ ofi lne'xpl3n'sfve1of a1forda'tJ le 

hO,llsing. With 1,000 additional households expected to reside in Hamilton annually, 

aggregate housing costs would reduce by $50m each year those that have purchased 

new houses. 

4, Suburban infill propert ies currently present viable development opportunities, 

Increasing infill capacity is also an important poli cy tool for providing affordable 

housing. In Hamilton the raw cost of obtaining a new section, via a simple two 

section subdivision, is est imated at $30,000 - $50,000 (i.e, developers pay an 

add itional $30,000 - $50,000 for a larger property that can be subdivided), In 

addition to the land cost, other development costs are estimated at $90,000 

(including a typical profit of 20%), This means that the cost of producing a new 

infill res idential section is approximate ly $130,000. 

TABLE 1: RESIDENTIAL SECTION DEVELOPMENT FEASIBILITY STUDY (GREENFIELD & INFILl) 

I, ',', .;: . 
c: 

ro .s E :t:: 'L c "" ,'3 c 
II) '" .fl '" ~ 

.s;;; c: '" E .s 
I'? " 

N 
0 ::I o 0 II) c 
er: :r: -'- 0 G: co 

Sale Price 
Average section erice 195,000 191,000 171,000 194,000 152,000 

Cost at Production 
Land purchase (per 600 sqm loll 83,000 67 ,000 50,000 50,000 58,000 

Publ ic intrastructure (t) 23,000 23,000 23,000 23,000 23,000 
Lot deve lopment costs (2) 7,000 7,000 7,000 7,000 7,000 

Pri vate consultant tees (3) 3,000 3,000 3,000 3,000 3,000 
Counc il tees (4) 1,000 1,000 1,000 1,000 1,000 

Deve lopment conlribulion 37,000 37,000 37 ,000 37,000 11,000 ' 

Sale cosls (5) 8,000 8,000 7,000 8,000 6,000 

Finance (6) 16,000 15,000 13,000 13,000 11,000 

other costs (7) 2,000 2,000 2,000 2,000 2,000 

Prorit (20%) 36,000 33,000 29,000 __ 29 ,000 25,000 

Total Costs 2 17,000 195,000 172,000 173,000 147,000 

Additional profit (above 20%) -22,000 -4,000 -1,000 21,000 5,000 

(1) roading, l'I~ ter, slarmwater, se\'ler 

(2) connection 10 po wer, water, gas, phone, driveway (infitl), clossing, fencing, landscaping 

(3) surveyor, engineer, geolech, valuer 

(tI) consent, inspections, 223, 224C 

(5) sales commission, marketing 

(6) 8% finance (or 18 months 

(7) miscellaneous, contingency 

• 8rymer is a greenfleid area, however falls within an infi ll development contributions alea 
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11,000 11,000 11,000 I t ,OOO 11,000 

6,000 6,000 6,000 6,000 6,000 

11,000 II .000 11,000 11,000 11,000 
6,000 6,000 6,000 6,000 6,000 

9,000 9,000 J'O,OOO 10,000 10,000 

2,000 2,000 2,000 2,000 2,000 
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10,000 15,000 !},OOO 13,000 6,000 
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3.1 . THE PRlCE OF RESIDENTIAL DEVELOPMENT LAND 

'[\ 

The price of residential development land is the most important factor in the feasibility of new 

development projects. A survey of residential developers was commissioned by Hamilton City in 

2008 (Developer Percept ions, Strategic Risk Analysis Ltd). Tbis ' r~porH~lUnd \thqt ' r~slpential 

devel0pers were a,ble ~o 'Purch~seres ide.ntiq l · development , land for ,$300;000lha ' in 2003':an(l that. 

tnjs has increased to $900;000/I:1a by 2008. £ince 2008 there have been no recorded sa les in I ha 

or greater residential development properties. Indications are however that prices have fallen slightly 

below their 2008 level. 

Good 'qllality 'agricuIWft:l ! IMd In the'Walkato is cUrreritly prited 'at approximateIYI$50,OQQ)/ha. This 

is a sma ll fract ion of the price current ly being paid for residential development land, suggesting that 

prem iums in excess of $700 ,OOO/h a are being paid, 

It is estimated that developers are curren tly paying $65,000 per sect ion for residential development 

land (on the basis of current densiti es or around twelve 600m2 sect ions per hectare) . It is our view 

that these prices would be around $15,000 per section if there was efficient access to resident ial 

development land, with the difference ($50,000) being passed on directly to the consumer. 

3.2. DEVELOPMENT CONTRIBUTIONS 

Development contributions of $37,300 currently apply to greenfield sections, Th is equates to around 

20% of the total cost of producing a new sect ion, which have a current value of approximately 

$190,000. 

For infi ll sect ions, development contr ibutions of $11,400 per sect ion current ly apply. This eq uates 

to around 8% of the tota l cost of producing a sect ion, wh ich have a current value of approximate ly 

$140,000. 

4. APARTMENT DEVELOPM ENT 

Apartment buildings (un its joined vertically) are substantially different to stand alone and terrace 

houses (units joined horizontally), both in terms of their construction and the lifestyle they offer. 

Apartments are made from concrete or steel framed bu ild ings and have a construct ion cost 

$2,500/m 2• Th is great ly exceeds the cost of build ing stand alone and terrace houses ($1,500/m 2) . 

The construction cost of an 80m2 apartment (a sma ll two bedroom unit) is approximately $250,000 

when one car park and other common areas are included. The same size unit in a stand alone or 

terrace house wou ld cost $150,000, a sign ifi cant $100,000 less. 

I n order for an apartment development to be feas ible, the higher construct ion cost must be offset 

with a lower land cost, as buyers are unwilling to pay for more costly bu ilding materials. For an 80m2 

apartment, $100,000 must be offset through lower land costs, 

In add ition to the add it iona l con struction costs, apartment developments present greater risl<s for the 

developer and financi er, In particular, banks account for potential construct ion cost overruns with 

higher fin ance costs, and expect a high proportion of the building to be preso ld (80%-100% at 

present). There is also the risk that some buyers have speculated on the pr ice increasing over the 

construct ion period, If pr ices actually decrease over this period some buyers may choose to forfeit 

their deposit. Additionally there is the risk associated with specu lators looking to sell simultaneously 

once the building is -finished. This can quick ly red uce pr ices, which can erode profits for 

developments that requ ire sa les after con struction, Finance costs are also increased by the nature of 
9 
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the construction process, which requires all units to be built at once (i.e, stand alone and terrace 

house developments are built incrementally, which reduces risk and allows profits from the first units 

to be accessed before the development is completed), 

Apartments provide lower amenity for occupants than stand alone and terrace houses, as they do not 

include a private area of land and involve many shared spaces, This can be offset by providing a good 

view from the higher levels, 

in summary apartments cost more to build per square metre, present greater risk and financial cost to 

bUild, and .do not offer the same level of amenity as other housing typologies, 

The implication of the additional costs is that apartment developments are only be feasible where a 

developer is able to buy land at the following prices: 

1. $0 per apartment unit in locations where stand alone house sections cost $200,000 

2. $50,000 per apartment unit in locations where stand alone house sections cost $250,000 

3. $100,000 per apartment unit in locations where stand alone house sections cost $300,000 

Apartments are therefore only feasible in the highest value areas, In most developed cities this 

includes areas within or adjacent to the CBD, or near the coast or other areas of high natural amenity, 

At present very few of the City's sections are valued above $250,000 (and most of these are lifestyle 

sections) indicating that apartments are only feasible in a small number of areas, This is confirmed 

by historical development patterns where only a small number of apartments have been built, despite 

policy that supports apartments (High Density Residential Zone), 

The following paragraphs present a series of 'development feasibility studies' for apartments in 

different locations across the City, These studies are intended to provide empirical support to the 

foregoing theory. The feasibility stUdies are prepared for medium intensity development's, in 

particular 30 apartments contained in a five storey bullding. This size of development enables the 

developer to compete effectively for land, but is not so large that it becomes difficult to achieve the 

necessary pre-sales. 

A 'bottom up' feasibility model has been used, This determines the sale price that is needed to be 

achieved to make the development feasible. The developer can then determine whether this sale 

price is likely to be achieved given the current market prices, 

A site area of 2,000m2 is required to accommodate a five storey building with 30 apartments, Within 

the central city there are no vacant sites that are suitable 'for development, meaning land prices also 

include the cost of existing buildings, At present land prices in the central city range from $500 -

$1,500Jm 2 (with older building included), In Table 2 three scenarios have been adopted that span 

this range, 

When all costs are accounted for, it is estimated that an 80m2, two bedroom apartment, with one car 

park, would need to achieve a sale price of $480,000 - $576,000 to present a commercially viable 

development project. 

JO 
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TABLE 2: APARTMENT DEVELOPMENT FEAS IBILITY STUDY (CENTRAL CITY) 

Scenario (Land purchase ~rice ~er sgm, includinE buildin~s) $500 $1,000 

Sale Price Required (for feasib le development) 

Sale price required per sqm of living space (l) 6,000 6,600 

Sale price required for 80m2 unit 480,000 528,000 

Cost of Production 

Land purchase (for 30 unit development site) 1,000,000 2,000,000 

Connection to public infrastructure (2) 250,000 250,000 

Lot development costs (3) 150,000 150,000 

Private consultant fees (4) 600,000 600,000 

Counc il fees (5) 50,000 50,000 

Development contribution (6) 297,000 297,000 

Construction costs (7) 7,800,000 7,800,000 

Sale costs (8) 200,000 220,000 

Finance (9) 1,290,000 1,410,000 

Project Management (10) 200,000 200,000 

Other costs (II) 200,000 200,000 

Profit (20%) 2,407,000 2,635,000 

Total Costs 14,445,000 15,813,000 

(1) includes decking 

(2) connection to power, water, gas, phone, driveway crossing, fencing, landscaping 

(3) c lear site for developmenl 

(4) architect, engineer, valuer, sUfl/eyor, geo-tech, etc 

(5) consent, inspections, 223, 224C 

(6) infill 

(7) $2,500Im2 for apartments, .'f;1,500Im2 for sefllice areas 

(8) sales commission, marketing (negotiated) 

(9) 10% finance for 18 months - adjusted 

(10) 2% management fee 

(11) Contingency 

$1 ,500 

7,200 

576,000 

3,000,000 

250,000 

150,000 

600,000 

50,000 

297,000 

7,800,000 

240,000 

1,530,000 

200,000 

200,000 

2,863,000 

17,181,000 

At present there are approximately 300-400 apartments in the central city. The majority of these are 

retrofitted commercia l buildings, and achieve sa le prices of around $2,000 - $4,000/m2• The 

est imateci minimum price required to support apartment development in the centra l ci ty is 

$6,000/m2 , a level that is consistent with other cities across New Zealand. It is unlii(ely that this 

sa le price wou ld be achievable in Hamilton current ly as other stand alone and terrace houses 

adjacent to the centra l city are comparatively much less expensive. There may however be some 

isolated locations that offer suffic ient potent ial amenity to ach ieve these prices, in particular river and 

lal(e edge properties. 

The High Density Resident ial zone has been tested for development viabi lity in Table 3. The 

deve lopment controls enab le one apartment unit per 150m2 of site area, a maximum height of three 

levels, and a maximum site coverage of 40%. Assuming a 2,OOOm 2 site, this would accommodate 

13 apartments of 80m2 and associated carparking. The High Density Residential zone land adjacent 

to the city centre offers the most promising opportunity for apartment development in Hamilton, due 

to the lakefront and waterfront amenity. Prime sites in these locat ions are priced at approximately 

$500 - $1,000/m 2, with the later accounting for properties that have some capital improvements. 

At the lower land price of $500/m 2 (i.e. $500,000 for a quarter acre), the minimum sa le price 

required to make the development feasible is $6,500/m2 ($520,000). At the higher land price of 

$1,000,000 the price increases to $7,800/m2 or ($624,OOO). These prices are higher than the cost 
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in the Central City, due to higher per unit land costs, however these may be offset by better amenity 

near the river or lake front. 

It is our view that apartments in the High Density Residential zone are not feasible in any significant 

numbers. Current prices achieved for retrofitted commercial building apartments are in the 

$2,500/m2 to $4,OOO/m 2 range, appreciably higher than the 'required sale price' of $6,500/m 2 -

$7,800/m 2• Given this differential, it is likely to be at least ten years before an apartment market 

begins to establish in Hamilton (a conclusion also reached by Harrison Grierson in their 2010 

Intensification Report). This is in large part due to the city's geography, in particular because there 

are no highly sought after beachfront properties which are typically the first locations to become 

viable for apartments and thereby act as a catalyst for the wider city market. 

Increased density provisions, particularly in the higher amenity High Density Residential zone, would 

bring forward the apartment development potential of these areas, however this needs to be balanced 

against any adverse effects on the amenity of the neighbourhood. 

TABLE 3: APARTMENT DEVELOPMENT FEASIBILITY STUDY (HIGH DENSITY RESIDENTIAL ZONE) 

Scenario (Land purchase price per sqm, including buildings) 

Sale price required per sqm of living space (1) 

$500/m2. $10001m2 
6,500 7,800 

___ ... _ ..... _E.~,092. ..~_1&qQ.. .. 

Cost of Production 

Land purchase (for 2,OOOm2 development site) 

Connection to public infrastructure (2) 

Lot development costs (3) 

Private consultant fees (4) 

Council fees (5) 

Development contribution (6) 

Construction costs (7) 

Sale costs (8) 

Finance (9) 

Project Management (10) 

Other costs (11) 

Profit (20%) 

1,000,000 

125,000 

150,000 

300,000 

25,000 

129,000 

2,990,000 

120,000 

605,000 

100,000 

100,000 

1,129,000 

Total Costs . ___ . ______ .. _ .. 6,773,000 
(1) includes decking 

2,000,000 

125,000 

150,000 

300,000 

25,000 

129,000 

2,990,000 

120,000 

725,000 

100,000 

100,000 

1,353,000 

8,117,000 

(2) connection to power, water, gas, phone, driveway crossing, fencing, landscaping 

(3) clear site for development 

(4) architect, engineer, vallier, surveyor, geo·tech, etc 

(5) consenl, inspections, 223, 224C 

(6) intill 

(7) .$2,500/m2 for apartments, $l,500/m2 for service areas 

(8) sales commission, marketing (negotiated) 

(9) 10% finance for 18 months· adjusted 

(10) 2% management fee 

(11) Contingency 
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IS HOUSING AFFORDABLE IN HAMILTON? 

Greenfield section J'!rtces have been 'estimated to 'exceed the ,fundamenta l cost of preouclion by 

approxirrrately'J.$50;OClO, and this cost IS traHsferred 'Gl lrect ly ,to the ;price 'of each new lib Lfse. These 

prices are able' to .be achreved In the 'market as there are no other options for buyers (other than other 

cities), ~ncj cj!3v13IQPers. w? 'fo r.Q~!Ho compete fori a small nt1mber of development'properties a'nd bid 

,u['l;their prices. This has reeluced the affordability of housing for both those living 'in the City and 

those arriving to the City, 

~ P~llcy .cha~ges that .!!1ak~ provi~ion of enough land for deveIQPCD.?JTI wQulci unc/.Qllbl~ ly make hOJ,lsi ng 

mere affordab l ~ in Ha~i lton,_with section prices .0 aro~~d $140,000 ~chi~v~b l e. Those households 

that currently fall short of the finance requirements for an entry level house (i .e, households that can 

only achieve finance for approval of an amount that falls short of entry levels hOllses by $50,000) 

would be ab le to afford to purchase a house if prices were reduced by this amount. Determining the 

number of households would require an analysis of household income and expenses, however this 

falls outside the scope of this study. For households that rent, lower house prices would result in a 

saving of $60 per week or $3,100 annually. 

There are other policy responses that the City can use to increase the potential supply of houses, The 

most important are policies that enable new houses to be developed in existing neighbourhoods. The 

ana lysis of the Residential zone demonstrated that development is feasible (and there are indeed 

many lots being created in these areas). , If infi ll development is require_d to meet the needs of t/:le 

exp~nd ing po~ulation, then actual develop_merit pote~ti~~~dS to be properly quantified an~ 
m0nito~ed as 1J2ere .9r~~m~ny po~i~le faotors that can make a property uneconomic for subdivj~on : 

<sl!loh as having immediate access to a sewyr or space of a new driveway to access a rear lot. The 

replacement of older buildings can also be brought forward significantly by providing for smaller 

section sizes. 

New apartment building development is not presently feasible in Hamilton, Most of the exist ing 

apartments are retrofitted commerc ial build ings, and were likely to be unable to find other suitable 

tenants. This does not however present any issues for the affordability of hOllsing genera lly as small 

stand alone and terrace houses provide far cheaper alternatives (for example a 60m2 stand alone 

house could be built for around $80,000 using low cost materials), Small infill sections of 150-

200m2 wou ld be required to enable new 60m2 single level units to be feas ible. Such a house and 

land could be profitably built for under $200,000, and this wou ld provide entry level housing for 

many low income households. 

It is our view thc~t the on~y obstacle to redu~ing residential section prices t~ a level that is in 

line witb th.e fundan'!§~ta l costs of producin~ t_h~~e_ sections Is the sl!pply_of lancUor 

development {either greenfield or infilil. There should be at all times sufficient development 
_ _ ._ r -- - - __ 

land avail able to the market, and approximately ten years demand is considered the \ I 
, \ 

minimum amount requ ired (note this excludes properties that are not available for purchase 

01' development). In-practioal ter.ms th is wil l ensure .thaNhere are a lar'ge' ril1hlI:Yer 0f 

development propert ies, ava il able for purohase at any ,time; ensuri ng there,lis,proper 

competition between sell ers. 
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Given current housing demand forecasts of around 10,000 per decade, it is likely that a 

total of approximately 1,500-2,000 hectares of land is required to provide an efficient 

market and ensure prices remain competitive, This estimate makes allowance for properties 

that are not made avai lable to the market for development!. 

Under the low growth scenario this would equate to approximately 1,500 hectares of land 

(7,500 additional houses per decade). Under the high growth scenario this would equate to 

approximately 2,200 hectares of land (11,000 additional houses per decade). 

With strong long term growth prospects for the CitY'W"it is our view that continued greenfield 

development (in combinationwith policies to enable continued infill development) is 

required to ensure that property prices remain affordable in Hamilton City. This would 

require a shift in policy from requiring minimum section sizes to policy requiring maximum 

section sizes to ensure land use continues to support efficient access to the cities 

employment, eduoation and other amenities (i.e. the low price of development land would 

provide an incentive for developers to compete on section size, and this would generate 

other costs of the city). 

5.1. THE EFFECT OF INCREASED DEVElOPMENT CONTRIBUTIONS 

The cost of providing public services for this land is an important consideration. There large 

additional costs, particularly once significant plant upgrades are required. 

The City has estimated development contributions at $52,000-$72,000 for the Rotokauri 

growth cell and $53,000-$73,000 for the Peacock growth cell, significantly higher than the 

current development contribution of $37,000 for greenfield sections . 

. The estimated cost of development contributions is high by national standards. I n order to 

meet the additional costs of servicing new greenfield growth areas, the City has estimated 

that development contributions will need increase from their current level by $15,000-

$36,000. 

The greenfield land that is available for development has agriculture as its second best use, 

which is considerably lower in value than residential development land (approximately 

$50,000 per hectare). Any increase in development contributions will be factored into the 

developers feasibility or costing for the development, and will ultimately lower the price that 

the developer is able to pay for the development land, while remaining profitable. 

Development will be feasible if this price continues to exceed the agricultural value. This 

does however assume an efficient market is operating, which would require a significant 

1 To determine the exact supply of residential land that would be required to provide "affordable" housing 
in the sense of prices that are consistent with the fundamental cost of production, is beyond the scope of 
this report. Such an analysis would Involve more detailed modelling of the city's available development 
land (both greenfield and infill) and in particular an analysis of the total number of properties that are 
feasible for development/redevelopment under the current development controls. Factors to consider 
include, for example, geographic constraints (e,g. steep terrain), access to infrastructure, minimum lot size, 
building envelopes, existing hOLise location, whether land is being 'land banked', and the proportion of 
properties that are not available to the market due to normal hOLisehold relocation rates. Such a model 
would be able to test the impact of new zoning rules on market potential (Le, the impact of redUCing 
minimum lot size on capacity). 

e-Y development economics 
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increase in greenfield land or infiH capacity. If there is an insufficient supply of greenfield 

land, and the market for this type of land is not able to work efficiently, a large portion of 

the increase in the development contributions is likely to be added to the section and house 

prices. 

The effect of increasing development contributions will be toreduce the windfall profit of 

land bankers, and will have the effect of redirecting the increases in land value to public 

infrastructure. Such an outcome is considered socially equitable as increases in land value 

are ultimately a reflection the contributions made by all residents and businesses in the City, 

rather than of individual land bankers. 

6. HOUSING DEMAND IN HAMILTON CITY 

The key determinants of housing demand are employment opportunities and consumption amenities, 

such as climate, schooling and recreation opportunities. As part of the Future Proof sub~regional 

growth strategy a thorough analysis of employment and household growth was prepared for Hamilton 

City by the University of Waikato. This provides a relevant basis for determining the future quantity of 

houses that will be demanded (i.e. these forecasts account for future employment opportunities and 

consumption amenities). Of more importance however, is the future typology of housing that will be 

demanded, as this will require a policy response. This is addressed in the following sections. 

6.1. CURRENT & FORECAST HOUSEHOLD TYPES 

Table 4 shows the current and forecast household profile for Hamilton City. This is based on the 

proprietary Target Market Pro system and has been based on the University of Waikato household 

forecasts. 

As with most cities is New Zealand there is strong growth forecast in the Empty Nester & Retiree 

sector due to the aging of the Baby Boomer cohort. The largest growth sector is however forecast in 

the Traditional & Non-Traditional Family sector, with an additional 13,200 households forecast over 
the next 30 years. Younger Singles & Couples are forecast to have moderate growth, with an 

additional 7,500 households over the next 30 years. 

15 
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TABLE 4: HOUSEHOLD PROFILE FORECASTS (TARG ET MARKET PRO) 

6.2. HOUSING DEMAND FORECASTS BY PRICE, SIZE & TYPOLOGY 

Table 5 shows the demand forecast by housing typology for Hamilton City for the Low, Medium and 

Medium EDA forecasts (prepared by the University of WaH<ato) . 

Under the Medium Scenario, forecast demand over the 2011-204 1 period is for an additiona l 

22,900 stand alone houses, 6,000 terrace houses and 300 apartments. This assumes a modest 
- - --- -----_. ~---- - -- -

increase in housing intensity (0.1 % per annum) which is consistent with the trends experienced in 

other cities across New Zealand, 

TABLE 5: HOUSING TYPOLOGY DEMAND FORECAST HAMILTON CITY 

2021 
2026 
-203'1" ' - ' .. -
---- .. -- --- -
2036 
2041 
2046 

47500 
50,800 

,- .".-:-'-=-::-=---::c::c::-- " 
5~,900_, __ 11,800 __ , 
57,100 12,600 600 
59,8Q2_ ,,13 , 50~ 700 , 

, §..s.~OO !4,000 .. 700 __ 
64,800 800 . .. _- - - -

, g ,,!.9,Q, 800 
69 200 

Source: Target Marl<e t Pro, HCC 
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Target Market Pro enables the housing price and rent preferences of a market to be 
determined. Table 6 provides the typical house size, price and rent levels of each profile. 

TABLE 6: AVERAGE HOUSE SIZE, PRICE AND RENT BY HOUSEHOLD TYPE 

~ouncer Singles 
& Couples 

Traditional & ' . 
Non-Traditional 
Families . 
; : I, 

.. . ~ 

580 
2.8 100 "2"90' --' - 160 -

- - .- -. - - - --~- . - --- -
2.7 90 320 130 

Small City Achievers 
Blue Collar Kiwiana 
Young Battlers 
No Nest Small City 

3.0 
3.3 . - .. _--_. 
2.6 
2.6 
2.9 

Sub-Total ... -.- - ~. -- -2.-9 
-A"":-:ff-:-Iu-en-t-F-a m-'i":-:-I ie-s--- 3.9 

120 
150 
80 

400 190 
490 
380 210 -- . - - _._---

80 280 210 
110 410 190 
110 390 ' 220 
210 490 290 ._ -- .- .- . - - .. " 

. Hometown Lifes.!l~~ _ _ 3.6 180 290 250 
Family First 3.3 __ ___ }~O_- ___ . __ .?_70_ - ~. _ _ 22_0 _ _ 
Small City So lo Mums 3.1 130 240 200 
Sub-Tota' ----- -- - --3'.5- "170 " - 320 ---. 240- -

Source: Target Market Pro 

6.3. FUTURE HOUSING DEMAND Er POUCY IMPLICATIONS 

The current and short term (five years) demand for housing can be determined through the Target 

Market Pro system, which shows growth by household type and the intended timing of their next 

purchase. To understand long term demand it is useful to examine the factors that inf luence demand 

for higher density terrace house and apartment houses. 

Figure 1 plots the proportion of terraced houses and apartments (y axis) against city size (x axis) for 

New Zea land cities. The R2 coefficient shows that 64% of a cities demand for terrace houses .- -" - '- --
a~d ~artments.!T~ ~~ ~~Iained ~Y its total size .in .~erms of househol~s (geographic features 
such as access to beaches or limited areas of flat land are likely to explain most of the balance). 

More detailed analyses reveal that in the larger cit ies there is a verY high demand to live in the centra l 

suburbs, as these locations offer the best access to jobs and other consumption amen ities. 

Households that live in higher density houses in the central suburbs are trading off smaller houses 

and sections for better access to jobs and other consumption amen iti es. By implication cit ies must 

have constra ints on access to the central areas or other areas of high amenity to generate high 

demand for terrace hOLises and apartments. 

HamiltolJj2resently has 17% terrace houses and E.R.artments, wh ich is consistent with other citi es of - ----- --- ~ - -"- -- --- ----- ' 

its size (Dunedin 17%, Tauranga 19%). The proposed intensifioation scen~.r:!o ~Q!~flll bY.' 2041) 
- -- --" 

wi ll increase this to 27% by 2041, making Hamilton the ~ighest ,gensity Eitt in~ew Zealand, 

partfcu larly when considered re lative to its population. 

The implication is that if Hamilton City 'follows the trends evident in other New Zealand cities, it is 

likely to increase its proportion of terrace houses and apartments by 2% as it increases in size from 

51,000 to 83,000 households over the 2011-2041 period. Th is rate of increase has been factored 

into the household projections presented in Table 5, 

17 
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FIGURE 1: CITY SIZE AS A DETERMINANT OF DEMAND FOR TERRACE HOU SES & APARTMENTS 

30% 

Hamilton 2011150% 
.0 Intensification 

ScenarIo Rl:; 0.64 1l 
2 S~G .,r---------,,-TIT;;l,=;;--------"-----=-=---

Aucklond 

20% r--- - .- - ______ '"? 

iI! 7 6i1201 1 -(J Can terbury 

15% .~-,L--------------------cl , 

10% ' ~ 

5% • ,>.; 
( , 

0% - I---r---~---,---r---~-___,--~--

50000 100000 150000 200000 150000 300000 350000 ~OOOOO '150000 

Housing policy can be used to shift households towards living in more terrace houses and apartments, 

and this wi ll indeed increase a city's efficiency, particu larly in transport and infrastructure. There are 

however i mport~nt ben_efit~ that_a!§ associated. wi!h~.the cl!.!:reQt LQ.l!Ver deosity hous[9g th~t should be 

conSiderEld. Most notably, lQWBJ _density housing is th_e I~ referr~d form of hous.0[ ~nd is fundamental 
to attracting new resi?ents to a city, pat!icularly wh en considered In context with the competition 

other cities.' 

Based on the foregoing it is our view that the future housing demand profi le over the period out to 

2041 is not expected to cha nge significantly from the present demand prof ile (around a 2% shi ft 

towa rds terrace housing and apartments over this period). In particu lar the evidence indicates: 

81 % of new home buyers ~i!!J)refer to QUY a.2J:and alone house 

18% of new home buyers will prefer to buy a terrace house (or unit) 

1 % of new home buyers will prefer to buy an apartment. 

In addition to the preferences of new home buyers, there are some underlying economic factors that 

support these trends. Most notably the development of new sections and houses has many fixed 

costs, for example connect ion to services, professional services and development contributions. The 

f ixed costs create an incentive to produce more expensive (typica lly larger) sections and subsequently 
~ more e'PensTveJ ar·gerhouses. There -affi ~i;;-great;;-cost clf iciencies -av~ ilabl e to developers -

undertaking large greenfield developments (e.g. bu lk materials purchasing). 

Apartment developments are uneconom ic in most locations in New Zealand because they are 
~' -' - - - - - -- -- --- -- - - -- - - -

expensive to byi ld, and oHer poor v~ l~ e for_money for ~ers . In the last few decades almost all new 

apartments have been bui lt in expensive areas, typically near the waterfront or the CBO in large citi es. 

Apartments are on ly feasible if the1'. e.Dable _@rng bUyQ(s to [) u r~i}9se in a locat ion that they wou ld 
.~ - -- - - - - - - - - -- - - ~ 

otherwise no~e ab.~e-.!o_~!~rd. As Hamilton is a sma ll city and is not loca ted near a beach it does 
not generate the extremes in demand for specific areas that is necessary to support signif icant 

numbers of apartments. It is our vi ew that this is un lil(ely to change for severa l decades. 

e::;:Y development economics 
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The primary conclusion that can be drawn from the foregoing analyses is that future housing demand 

in Hami lton will be largely for stand alone houses. ,po~ i cies that are not aligned with this demand 

pYofile will potetltlally reduce the competitiveness of 'Hamilton as a destination for new residentS' and 

businesses. This is,supported by internatiorial trends, with the most high growth cit ies providing the 
opUon of both,,;V:;r and-higherdensity Iff/mg . . - -- - - - - ---

, ~- -- - - - - - --- -
It is our view that housing policy should account for three key findings: 

Key Finding 1: Greenfie ld development is the least expensive form of new housing as it can acces.s 

inexpensive greenfield land and enables economies of scale for developers. A development pattern 

that has a large proportion of greenfield housing (either stand alone or terrace houses) will therefore 

potentially provide the greatest social and econom ic benefit for the City. These benefits need to be 
measured against the costs of providing public services and transportation, which are often higher for 

greenfield than infill development. 

Key Findi ng 2: ,I nflll Clevelopmer'lt provides efficiencies for the City, in tarrns 6f'lower transport costs 

and better utilisation ee,onomies-of infrastructlJ re. It is however more expensive to bui ld, as 
fundamentaLiand -cos,s (i.e . rura l land on the urban periphery is the least expensive) are fmore 

expensive and 'there are ;110 'economies of soale for developers . The geographic size of the City also 
means that there is little advantage at present for individual residents of living in close proximity to 

the CSD as it is accessible from all locations. 

I(ey Find ing 3: Apartments are unl ikely to be viable in any significant numbers for the next 1-2 

decades. 

It is our view that the housing pol icy that provides for the greatest social and economic wellbeing for 

the City would have the following objectives: 

Objective 1: Achieve affordable ·housing through provision of enough greenfield developmeht land to 
- . -- - -- - - - - - -

en~':!re prices paid ·for this land are on ly marginally higher than rural land. Regu late land subdivision 
. - - - - - - - - --' ~-- - - -

to enable stand alone housing on the smallest possible lots that the market will accept (i.e. apply a 

maximum rather than a minimum sect ion size) . This would ensure developers do not compete on 

section size (i .e. compete by providing larger sections) which would cumu latively lower the density of 

the City and be less eff icient. It Is likely that a maximum section size <21' 4~-5QOm2 would be 
. - - - -' - - - -- - - . ~. 

acceptable to the market however this wou ld need to be carefully eva luated J.!1roL!gh sur~s of n'ew -- -- _. - -- -- - .- --. - - - - -- -- ~ -- - -
house buyers (if new sections sizes are too sma ll then the City may become less attract ive to new 
reside~ts )~ -~~x i ~umsect io~ size ;ould provide an- incent ive for developers t o create more 1 

attract ive urban environment as this would enable sma ller lots to be sold (the opposite of the current 

incentive). 

Objective 2: Achieve the eff icienc ies of infill housing by enabling subd ivi sion as far as is practicable. 

A lOOOm2 site with an existing house cou ld accommodate 6-7 high quality terrace houses, and this 

would significantly bring forward the feasibility of redevelopment of propert ies in central locations (i.e. 

properties wou ld become feasible for redeve lopment in fewer years). Such developments will be most 

feasible in the highest value locations and are unlikely to be viable in low value locations (i.e. 

households wi ll only accept a small section/terrace house if the location is desirable). 

Objective 3: Provide for apartment housing in high amen ity locations, however do not re ly on this 

form of housing to meet any signif icant part of the populations housing needs over the next 1-2 

decades. 

C'-:.Y development economics 
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7. APPENDIX -j: GREENFIELD DEVELOPMENT LAND PRICES 

There are very few sales of development land in Hamilton (an average of six annually for the past five 

years) and that sale prices range significantly. There are many possible reasons for this, such as 

vendors not knowing the development potential of the land, properties being shifted between 

companies owned by the same parties, or purchasers simply paying too much for the land to make an 

economic return. 

Given the variation and small sample size the following estimates have been made for Residential 

zone development land. These estimates are broadly consistent with the findings of a recent report 

that surveyed developer perceptions (Developer Perceptions, 2008, Strategic Risk Analysis Ltd). 

Rototuna $l,OOO,OOO/ha 

Huntington 

Horsham Downs 

Flagstaff 

Brymer 

$800,000/ha 

$500,OOO/ha 

$500,OOO/ha 

$700,OOO/ha 
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8. APPENDIX 2: CAU TARGET MARKET PRO fORECASTS (MEDIUM) 
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seere5court 
~ . . 
Brymer _ . 
Burbusll CiiarlWeTi - -
ChedVlortll 
Clarkin 
Claude lands . 
Crawshaw 
DinSdale North-' 
DiiiSdaie South 
Enderley - -
Fairview Downs 
Flagstaff .. . ._ 
Frankton Junction 
Glenview 
Grandview 
Hamilton Central 
Hamilton East 
Hamilton Lake 
~tWeSt 
Horsham Downs 
Huntington . __ . 
JiiSoiI- - - . 
Maeroa' 
Melville 
Nal'lton 
NaYlor~_ ..... . 
Peach~ 
Peacocke 
Porfitt -­
PUKete - .. 
Pukete Wc's[­
QueenwoOd 
'Riverlea .. 
RotOkalirf 
Rotatuna 
Silverdale 
S'liarbrick 

.Sylvester 
Te Rapa _ 
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Beerescourt 
-Bryant _-
Brymer 
BlJrbush 
·Chartwell ·--
Chedworth · -
~.--

Claudelands 
Crawshaw 
DfiiSdaJeNortll 
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Enderley -
Fairview Downs 

£~~~- .. -
Frankton Junelion 
Glenview . 
~ 
-Hamilton Central -
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Hamilton Lake 
Hillcrest West 
Horsham Downs 
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.' ,' SuC(e~.s rf~s(e,, ' $P.~Q'~ 

• I. " • 

Bader , , ___ ' 
Beerescourt 
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9. APPENDIX 3: (AU DW ELLING DEMAND FORECASTS BY TYPOLOGY 

Ch.rlwe li 
choid'l:orlh 
c~ ' 
Cia-tide'lands - ----, 
Crawshaw 
Din;d.'ie Norlh 
Din,daie" Soud; 
Enderley , 
Fillrvic\·j ·6o~·in5-
.d~L,_ 
frankton Junction 
G1cn'llei" 
a-ra"ndv1a.·i 
j,iamiii'o'n Cenlral 
Hamiifo';EnSl­
f1a';'iii'';" lake 
lime',c_,1 west 
Horsham Down:. 
HtiniiiiSlOrl­
lriioll 
Maeroa 
f,iii,'j;l. 
Nawlon 
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'Peachgro'le 
Peacock"e 
Pi;;;iil-" 
PUk'ci'c 
p~1eIe" VieS! 
Queenwood 
Riverlea .. 
RoiOk-a~ 
RolollJn. 
Sii',erdnle 

770 i"20 
70 To' 
soD 140 
r;i30 170 
880' 176 
900 150 
""7"90 130 
1. 130 ':Ho 
1. 220 220 
(310 210 
950 190 
1.220 2(;0' 
'660 146 
1.600 256 
siib- 170 
1:260 2GO 
1.200 250 
1.420 330 
990 '- 280 
l.o'g'O 260 

'-'1;5TO 320 
'620 130 
1.230 240 
i.360 230 
1.3GO ' 250 
1.470 356 
CWo 260 
220 '4'6 
5"10- so 
640 260 

'- 560 130 
950 2~O 
rio Hio 
2io 50 

' S70 240 
760 206 
1:320 350 
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3.9.9.", 
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o 
10 
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930 I SO "to 
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1.310 "2ao To 
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55'0 
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' S60-
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1.640' 
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940 
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2.760 
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Note: These forecasts show the origin of demand rather than the ultimate destination for that demand. 

For example, a household in a suburban location may have a preference for an apartment, wh ich is 

shown in the tables, however the ultimate location where that demand is rea lised will depend on both 

mad<et variab les and the ru les in the District Plan (Le. the demand for the apartment may ultimately 

be near the lake, as this offers good amenity and has the appropriate zon ing. In genera l demand 

should be considered in catchments made up of 2-5 suburbs. Other factorsr such supp ly of new land 

or minimum lot sizes r will dictate how mllch of that demand will be realised locally in terms of new 

houses. 
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1. Executive Summary 
The peer review of the ME Consulting report on housing development capacity has found: 

1. The GIS based estimates of 'planned enabled' capacity appear to be completed to a high 

standard and to be accurate. 

2. The estimates of housing demand are in line with Statistics NZ forecasts and are a sound 

basis for estimating the quantity of houses demanded. 

3. No assessment is undertaken of th e price of houses demanded. The pr ice of houses is part 

of demand and is required to be considered under th e Nationa l Po li cy Statement - Urban 

Development Capac ity ("NPS-UDC" ). 

4. The Commercial Feasibility Capacity Model ("CFC Model") operates at the parcel level and 

applies a standard 'developers feasibility study' approach. This is considered best practise. 

5. The CFC Model has several potential omissions or errors in the data: 

a. The purchase price of a property for in f ill development (a large cos t) is derived 

from the Rat ing Database. This is est imated by ME Consu lting to be 10-20% below 

the actual marl<et va lu e, and would, for example, add over $100,000 to the cost of 

purchasing a development site. This would have a material impact on the CFC 

Model results. 

b. By contrast, the sale prices of the newly developed houses (revenue) is derived 

from recent sales data, which is significantly higher than the 'purchase price' data in 

Point a above. 

c. No all owance has been made for the construct ion of a driveway, which can be 

$10,000 - $30,000. This would have a material impact on the CFC Model results. 

6. The CFe Model is based on the theoretical proposition that house prices will inevitably 

double in real terms every 30 years1 due to increasing wages. Th is is incorrect as many 

cit ies have high wages and low housing costs. This theoretical proposition has an 

overwhelming impact on the CFC Model results . For example, for Hamilton City, the model 

estimates that if house prices double over the 30-year period to 2046, there will be 84,000 

new commercially feasible dwellings, which would be sufficient to meet all demand. 

However, by contras t, if house prices stay as they are, there will be on ly 7,000 

co mmercially feasible dwellings which would not be sufficient to mee t al l demand. 

Therefore, in order for affordable housing to be built in the future, and for the Future Proof 

Area to meet the requirements of the NPS-UDC, house prices must somewhat ironically, 

double in real terms over the next 30 years according to the CFC model. This presents a 

high hurdle because the NPS-UDC has the central objective of enabling affordable house 

1 In nominal terms thi s equates to a doubling every 10-15 ye ars. 
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prices. 

"This national policy statement aims to ensure that planning decisions enable the supply of 

housing needed to meet demand. This will contribute to minimising artificially inflated house 

prices at all levels and contribute to housing affordability overall. Currently, artificially 

inflated house prices drive inequality, increase the fiscal burden of housing-related 

government subsidies, and pose a risk to the national economy." (page 3-4, NPS-UDC) 

7. The CFC Model includes an adjustment that dwelling prices will increase in real (inflation 

adjusted) terms from $670,000 in 2017, to $820,000 in 2027, to $990,000 in 2037 and to 

$1.21 million by 20472• 

8. The report asserts that higher land prices lead to the provision of more intensive and 

affordable infill housing. No evidence is provided to support this apparently contradictory 

conclusion. 

9. The theoretical proposition that house prices will inevitably double in real terms every 

30 years due to city growth is not corroborated by the urban economic literature. Thi s 

brings into question the economic basis of the CFC Model and its results . 

10. Th e report assumes that all greenfie ld land is equa lly feasib le for development. This is 

incorrect as some sites will have relatively high lot development and reserve contribution 

costs, and relatively low lot prices. 

2. Introduction 
This report provides a peer review of Hamilton City Council's assessment of housing development 

capacity, prepared by ME Consulting. The following ME Consulting report ("ME report") is reviewed: 

• Housing Development Capacity Assessment 2017: 17 July 2018, ME Consulting. 

In addition, the following supporting ME Consulting reports have been reviewed: 

• Housing Development Capacity Assessment 2017: Technical Specifications Report, 20 

August 2018, ME Consulting. 

• Housing Development Capacity Assessment 2017: Technical Specifications Report - GIS, 21 

August 2018, ME Consulting. 

• NPS-UDC Current Feasibility Provisions, Discussion Paper, July 2018, ME Consulting. 

2.1. About the author 

Adam Thompson has 16 years' experience as an urban economist and property marl<et analyst. 

2 Thi s example is for Hamilton City. 
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Adam was the primary advocate for and developer of the Auckland Council Development Capacity 

("ACDC") model. 

Adam presented 1,200 pages of evidence 40 briefs of evidence to the IHP for the Aucl~land Unitary 

Plan ("AUP") review . The IHP preferred his evidence on several key urban economic matters, most 

notably: 

• the need for more infill housi ng potential, 

• the need for more greenfield land and a flexible urban boundary, 

• the need for flexible provisions for commercial distribution when centres have insufficient 

capacity, and 

• the ability to subdivide rural lifestyle lots when native vegetation is planted. 

3. Housing Demand 
The estimates of housing demand are in line with Statistics NZ foreca sts and are a sound basis for 

est imating the quantity of houses demanded. 

The report does not provide any assessment of the price of houses demanded by residents. 

This is equa lly as important as the quantity of houses demanded because residents have 

different incomes and different housing preferences. Understanding demand not only in terms of 

quantity but also in terms of price is a requirement under the NPS-UDC, as follows: 

Objective Group A - Outcomes for planning decisions 

OA2: Urban environments that have sufficient opportunities for the development of housing and 

business land to meet demand, and which provide choices that will meet the needs of people and 

communities and future generations for a range of dwelling types and locations, working 

environments and places to locate businesses. 

Demand means: 

In relation to housing, the demand for dwellings in an urban environment in the short, medium and 

long-term, including: 

a) the total number of dwellings required to meet projected household growth and projected visitor 

accommodation growth; 

b) demand for different types of dwellings; 

c) the demand for different locations within the urban environment; and 

d) the demand for different price points recognising that people will trade off (b), (c) and (d) to meet 

their own needs and preferences. 

(NPS-UDC, emphasis added) 
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It is not possible to draw conclusions about whether a proposed housing land policy is economically 

efficient without considering the price of dwellings that are enabled . As outlined in a following 

sect ion of this report, the current average price of a new dwe ll ing in Hamilton City, for example, 

that is estimated by the CFC Model is $670,000 and th is is forecast to increase to $820,000 in 

real terms by 2027. Such a rapid increase in dwelling prices cannot be assumed to refled demand 

as consumers demand houses at the lowest possible price, not at the price that they are 'able to 

pay'. In other words, just because people have an increase in wages does not mean that they want 

to or should pay a higher price for the same house. 

4. Theoretical Propositions for CFC Model 

4.1. Report Theoretical Proposition 1: It is Inevitable That House Prices Will 

Double in Real Terms every 30 Years 

The report asserts that the price of housing is inextricably linl<ed to the rate of City growth. 

"Importantly, the model has a time component which enables it to estimate the commercial feasibility 

of capacity through time. Population and other demand growth will affect prices throuqh time, 

which affects the feasibility of different developments through time. 

The annual average rate of sales price qrowth has been set [within the CFC Mode/} at 2.0 per cent 

per annum for all dwellings within the Wai/(ato District and Hamilton City. 

Growth in prices (together with growth in costs) have been applied to allow redevelopment, further 

intensification and outward greenfield expansion to occur through time in the Model." 

(page 29-30 Technical Specifications Report, emphasis added) 

It allows for the core economic processes observed and studied to date to continue to have effect, in a 

manner generally consistent with the scale and timing of growth in an economy. Accordingly, there is 

no requirement to assume that economic processes evident to date [i.e. house price growth] will 

no longer occur, or that observed relationships within the economy which affect land markets 

directly and indirectly will no longer have those effects. 

(page 5, NPS-UDC Current Feasibility Provisions Discussion Paper, emphasis added) 

Values, and associated development feasibility, change progressively over time and by location as 

cities grow, in a generally predictable manner. For the city as a whole, land values qrow as the cit v 

qrows, and generally increase in real terms (ie ahead of inflation). 

The common pattern is for city-wide [land or property] value gain to be consistent with overall 

growth ... 

(page 7, NPS-UDC Current Feasibility Provisions Discussion Paper, emphasis added) 
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However, a key driver or ... urban growth per se is the progressive increase in property values, 

especially land values, over time. 

Growth in land values is thus an important driver of urban intensification and outward expansion. 

Real increases in property values, especially land, occur with urban growth, and such increase ahead 

of real costs progressively enhances the feasibility of new development and intensification. 

(page 25, NPS-UDC Current Feasibility Provisions Discussion Paper, emphasis added) 

The propos ition is disproved by the fact that many large and fast growing cities have low 

hous ing prices. It is therefore not inevitable that a fast growing city will have increasing 

housing costs. 

At a more technical level, some cities may have higher priced housing in some locations, such as 

near the CBO, however they are able to build lower cost housing at the urban periphery3. 

The implications of the theoretical proposition that house prices will inevitably increase are 

significant. The report asserts that house prices will, in Hamilton for example, inevitably increase at 

a rate of 2% per annum, and this is built directly into the CFC Model. The results of the CFC Model 

are therefore that the average price of a new dwelling, in Hamilton City for example, will increase in 

real (inflation adjusted) terms from $670,000 in 2017 to $820,000 million by 2027, to $990,000 by 

2037 and to $1.21 million by 2047. 

Such an outcome is however not a necessary condition for a city such as Hamilton, rather could 

only be attributed directly to residential land use policy . A rapid rise in house pr ices, as estimated 

by the CFC Model, wou ld present severe adverse socia l and economic costs for the comm unity, 

and will l ikely resu lt in overcrowding, financ ial stress and a significant migration of the younger 

generation from the City. More generally, the theoretical proposition that underpins the CFC 

Model is antithetical to the NPS-UOC and raises the quest ion of whether the Future Proof Area 

has complied with provisions of the NPS-UDC. 

What do some of the worlds most renowned Urban Economists say about wages and house prices? 

Professor Alan W Evans, F AcSS. University of Reading 

Fl •• • the difficulty in determining the exact effects of growth controls has probably been eased over the 

last 20 years or so as an increasing number of cities, particularly in California, have chosen to adopt 

forms of growth control. The higher the proportion of an area that is subject to growth controls, the 

greater is likely to be the effect on prices of the constraint on the supply of land and housing .. .. Fl. 

Edward Glaeser, Fred and Eleanor Glimp Professor of Economics a't Harvard University 

"Over the past 30 years, eastern Massachusetts has seen a remarkable combination of rising home 

3 The 'marginal cost' of a new house is at or near to the 'fundamental cost of production' and therefore the 
marl<et is economically efficient. 

51342,5.01 8 



prices and declining supply of new homes. The reductions in new supply don't appear to reflect a real 

lack of land, but instead reflect a response to man-made restrictions on development." 

"Over the past 20 years, the fastest growing regions have not been those with the highest income or 

the most attractive climates. Flexible housing supply seems to be the key determinant of regional 

growth." 

Paul Cheshire, Professor Emeritus of Economic Geography, LSE 

"The process by which our planning system decides how much land to allocate for development­

apart from being hedged around by Greenbelt boundaries - systematically undersupplies land. This is 

because it works on the basis of projected household numbers, not projected demand, so ignores the 

strong income elasticity of demand both for space in houses and for garden space. Moreover, because 

it supplies a fixed area determined by assumed densities, it undermines competition in land markets. 

Since the area of land available for potential development is small and known (as well as 

systematically being less than market demand) competition between potential sellers is much 

diminished. " 

4.2. Report Theoretical Proposition 2: Higher Land Prices Lead to 

Affordable Infill Houses 

The second theoretical proposition is that high land prices lead to affordable infill houses. 

A further key point is that intensification also enhances affordability, despite the apparent conflict 

with high land values. When more dwellings may be feasibly added to a parcel, then the land value per 

dwelling is reduced - a key part of improving housing affordability through delivering greater supply 

and at the same time limiting cost increases. To illustrate this, modelling in Auckland (undertaken for 

the AUP hearings) showed that intensification saw the land value component drop to 15-20% of new 

dwelling prices, whereas pre-redevelopment it had been around 70%. 

(page 27, NPS-UDC Current Feasibility Provisions Discussion Paper, emphasis added) 

Growth in land values is thus an important driver of urban intensification and outward expansion. Real 

increases in property values, especially land, occur with urban growth, and such increase ahead of real 

costs progressively enhances the feasibility of new development and intensification. As experience 

overseas has shown, commonly it is not until urban land values are sufficiently high that the more 

intensive options like apartments and terrace houses become feasible. 

(page 29-30, Technical Specifications Report, emphasis added) 

The CFC Model includes 2% annual price growth, so for example in Hamilton City, the average 

dwelling price will increase in real '(inflation adjusted) terms from $670,000 in 2017 to $820,000 

million by 2027, to $990,000 by 2037 and to $1.21 million by 2047. 

The report's theoretical proposition, or hypothesis, that an in crease in house pr ices will enable 

addit ion al afford able houses, is almost certainly in correct . However, the CFC Model does 
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estimate the number of new dwellings by type and price that can be built at parcel level. The 

model's results can therefore be used to prove or disprove the hypothesis. Th e report does not 

however present any est imates of th e pri ce profil e of dwellings that would potentially be buil t 

under the variou s plans. 

It is worth noting that the Aucldand Unitary Plan, implemented in 2016, supports infill development. 

The Auckland Council's consulting economists (ME Consulting) advised that more affordable infill 

housing would be built, also on the premise that increasing prices would result in more affordable 

houses. However this has not occurred. The Aucl<land Council has recently completed a report on 

the commercial feasibility of new housing under the AUP, as part of the requirements of the NPS­

UDC. The report concludes: 

"The enabled feasible capacity for dwelling supply, as modelled for the 2016 draft Unitary Plan 

recommended by the Independent Hearings Panel, was for approximately 422,000 - being 270,000 

(modelled) in brownfield existing urban areas and 130,000 (assumed feasible) in future urban areas, 

with the remainder being potential Housing NZ developments and future dwelling growth in rural­

zoned areas. The new modelling shows, principally due to rising construction costs and flat to 

declining sales prices, that the brownfield enabled feasible capacity of 270,000 has since reduced 

to 140,000; and that the future urban feasible enabled capacity has changed slightly as it is now 

modelled, from 130,000 to 146,000 dwellings." 

(Planning Committee, 28 November 2017, National Policy statement on Urban Development Capacity 

initi al assessment resu lts, Item 14, National Policy Statement on Urban Deve lopment Capacity initial 

assessment results, page 5, emphasis added). 

The most notable con clusion is that th e averag e pri ce of a new dwelling under th e AUP is 

estimated to be $1.5 mi llion4, indicating that th e averag e price is exp ected to co ntinue to 

increase towards $1 .5 mil lion over th e next few years. 

It is also worth noting that with regard to the distribution of terrace infill houses in Aucldand, since 

the AUP was made operative: 

• Th e majority of t er race houses completed in 2017 (83%) were in greenfi eld loca tions 

rather than urban infililocations, and 

• The majority of small-medium sca le infill development has been stand-alone rather than 

terra ce houses. 

Thi s is contrary to the hypothesis put forward in the report and raises the very real prospect that 

th e Future Proof Area wil l see very littl e affordabl e housing able t o be built und er th e 

recomm ended land use settings. 

4 (Planning Committee, 28 Nove mber 2017, Nat ional Policy Statement on Urban Development Capacity initial 
assessment results, Item 14, National Pol icy Statement on Urban Development Capacity initi al assessment 
results, page 10). 
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5. Commercially Feas ible Dwellings 
The CFC Model operates at the parcel level and appli es a standard 'deve lopers feasibility study' 

approach. This is cons idered best practise. 

The CFC Model has severa l potential omissions or errors in the data, as follows. 

• The purchase price of an infill development property (a large cost) is derived from the 

Rating Database. This is est imated in t he repor t to be 10-20% be low t he actual mark et 

value and wou ld, for example, add over $100,000 t o the cost of a sma ll quart er acre infill 

site. This wou ld have a material impact on the CFC Model results. 

• By cont ra st, t he sa le pr ices of th e new developm ent houses (reven ue) is derived from 

recent sa les da ta, which is signif ica nt ly high er t han t he 'purc hase price' data in the point 

above. 

• No allowance has been made fo r t he const ruct ion of a driveway, whi ch ca n cost $10 ,000 

- $30,000. This would have a material impact on the CFC Model results. 

• It is implied that new dwellings are feasible if there is a profit of less than 20%, for example 

in Figure 40 of (page 70, Housing Development Capacity Assessment 2017). A 20% profit is 

generally the minimum profit a developer requires, and many developers require a profit of 

25-30%. 

• The CFC Model assumes that all greenfield land is equa ll y feasible for deve lopment. This 

is incorrect as some sites will have relati ve ly high lot deve lopment and reserve cont ribut ion 

cos ts, and relat ivel y low lot pri ces. While it is li ke ly that most greenfie ld land will be feasible 

for development, a high level assessment of whether there are large tracts of greenfield 

land that are not feasible should be undertaken . 

• The model results do not consider the impact of an increase in t he va lue of si tes with 

development potent ial from changes to zon ing. In Auckland, there was a signifi cant 

increase in t he valu e of in f ill development sites once t he new zon ing provi sions and 

development ri ghts were rea lised. This significantly reduces the price the new houses can 

be developed for, most notably, the 'raw land valu e' er new dwell in increases and t his 

f lows through into t he fina l ho use price. 

• No allowance for GST appears to have been made. Development profit of 20% is required 

after the net GST (receipts less payments) has been accounted for. 

• The interest rates that are applied are not stated separately and appear to be too low (at 6-

9% including real estate agent fees, implying a rate of 2-4% for a period of 12 months). 

Interest rates shou ld be at 6-7% for a period of 12 months for the total project cost. 

• Build cost pr ice esca lat ion has been included in the CFC Mode l at 1% per annum. 

However, t he long run averag e is approx imate ly 3%, as shown on th e Figure be low. A 

bui ld cost price esca lation of at least 3% should be included in the model. This wou ld have 
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a sUbstantial effect on the CFC Model results. It is worth noting that this was ident if ied in 

the recent ly comp leted report on the commercia l feas ibil ity of new housing under the 

AUP as one of the ma in factors for a large reduct ion in feas ible dwelling capac ity: 

The new modelling shows, principally due to rising construction costs and flat to 

declining sales prices, that the brownfield enabled feasible capacity of 270,000 has since 

reduced to 140,000; and that the future urban feasible enabled capacity has changed 

slightly as it is now modelled, from 130,000 to 146,000 dwellings." 

(Planning Committee, 28 November 2017, National Policy statement on Urban Development 

Capacity initial assessment results, Item 14, National Policy statement on Urban Development 

Capacity initial assessment results, page 5, emphasis added). 

Figure 1: Residential Building Cost Escalation 
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It should also be noted that the CFC Model is essentially a property development model, and the 

required expertise for such a model is property development rather than economics. The model 

data, ca lcu lat ions and assumpt ions, and a ransom sample of 500-1,000 model outputs, shou ld 

be made ava il ab le and peer reviewed by the loca l property deve lopment sector. Such a peer 

review was undertaken for the development of the equivalent Auckland ACDC model and in 

particular members from the Property Council of New Zealand completed this tasl< (pro bono). 

6. Forecast Commercially Feasible Dwellings 
The CFe Model is based on the theoret ica l proposit ion that house prices wi ll inevitab ly cont inue 

to increase and this is the basis for the models estimated increase in the number of commercially 

feasible dwellings over time. In particular, the model estimates that the price of dweiliRgs will 

increase at 2% per annum in real terms over the next 30 years. 

Growth in prices (together with growth in costs) have been applied to allow redevelopment, further 
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intensification and outward greenfield expansion to occur through time in the Model." 

The annual average rate of sales price growth has been set [within the CFC Model] at 2.0 per cent 

per annum for all dwellings within the Wai/(ato District and Hamilton City. 

(page 29-30 Technical Specifications Report, emphasis added) 

The impact that an increase in dwelling prices on the estimated future number of commercially 

feasible dwellings is significant. For example, for Hamilton City, the model estimates that if house 

prices double over the 30-year period to 2046, there will be 84,000 commercia l feasible new 

dwellings, which would meet all demand5. However, by contrast, if house prices do not increase 

in real terms there will be only 7,000 commerc ially feasible dwellings, which would not meet al l 

demand. This raises the question of whether 7,000 commercial ly feasib le dwellinqs is suffic ient 

to meet the requirements of the NPS-UDe. 

Therefore, in order for future demand to be met. and for the Future Proof Area to meet the 

requirements of the NPS-UDe, house prices must double, in real terms, over the next 30 years. 

This presents an insurmountable hurdle because the NPS-UDC has the objective of lower house 

prices. 

7. Recomnlendations 
The following recommendations are made: 

1. That the purchase price of an infill development site is adjusted in the eFe Model to reflect 

current sales values rather than Rating Database values. 

2. That an adjustment in the eFe Model is made to account for the expected increase in the 

price of infill development sites in response to increased development potential. 

3. That the cost for a driveway is included in the eFe Model. 

4. That the interest rates for development are specified separately in the eFe Model and 

reflect current market rates, for the full development timeframe (12-24 months). 

5. That the net GST payment is accounted for prior to estimating the profit of a development 

in the CFe Model. 

6. That the building const escalation rate of 1% per annum is increased to the historical rate of 

3% per annum in the eFe Model. 

7. The eFe Model data, assumptions and calculations, and a random same of 1,000 model 

outputs, is provided to the development sector for peer review. 

8. The inclusion of the assumption that house prices will increase at a rate of 2% per annum in 

the eFe model is evaluated in respect of whether it is consistent with the provisions of the 

5 Figure 37, page 67, Housing Development Capacity Assessment 2017. 
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NPS-UDC which has the contrary object ive. 

9. That a summary of the CFC Model results that show the prices of new dwellings, by type and 

location, is provided to demonstrate that there is sufficient affordable housing. 

10. That demand is considered in terms of not only housing quant ity, but housing price. A 

house price demand profile should be compiled. 

11. It is confirmed whether a profit of less than 20% is considered to be commercially feasible 

for development. 

12. A High level assessment of the commercial feasibility of greenfield land development is 

undertal<en. 
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12.11.2018 

To Colin Jones, 

RE: Historic House Price Growth Assumption NPS-UDC Model 

NPS-UDC Model 

Fundamental assumption of model: house prices inevitably increase in real terms by 2% p.a. 

• Th is assumpt ion is not ref lected in historical data. 

• No ev idence to support this assumpt ion is provided. 

• If house pr ices do not increase at 2% p.a. (rea l) commerc ial ly feas ible units stay at 6,819 (as 

below). Under this scenario house prices stay at $450,000 p.a. 

• If house prices do increase at 2% p.a. (real) commercially feasible units increase to 83,505 

by 2045. Under this scenario rea l house prices double in 30 years to around $800,000. 

• Note: the current average price is actually $670,000 (not $450,000) so at 2% real growth, 
prices will be $820,000 in 2027, to $990,000 in 2037 and to $1.21 million by 20471• 

other notes: 

• No consideration of future house prices under these scenarios is presents in the reports. 

• The increase in the value of infill development sites post rezoning has not been accounted 
for in the model. This reduced Auckland infill potential from 270,000 to 140,000. 



Figure: Real (Inflation Adjusted) House Prices 
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Figure 2: Feasible Infill Dwellings Hamilton City (Estimated by ME Consulting) 

Figure 37 - Infi ll (Incl . Redevelopment) Commercially Feasible Capacity in Hamilton City 

Commercially Feasible Capacity 

Plan Enabled Capacity Infill (incl. redevelopment) 
location Infill (incl. redevelopment) 2017 2021 2026 

I (Te Rapa north) 

2 (Te Rapa) 107 

3 (Rotokauri) 28 

4(Nawton) 6,097 189 534 1,191 
5 (Dinsdale) 6,617 193 550 1,285 

6 (Temple View) 534 17 50 
7 (Frankton) 777 64 119 496 
8 (Melville) 7,332 39 468 1,264 5,475 
9 (Peacocke) 904 87 121 Z 199 
10 (Silverdale) 4,794 206 'Y" 3,831 
11 (East/University) 4,152 370 ~07 1, ~14 2,595 

12 (Ruakura) 

13 (Fairvlew/Enderley) 6,023 137 41 902 4,510 

14 (East/Claudelands) 4,809 350 A i46 782 4,063 
15 (Chartwell) 5,850 333 ,073 1,796 4,587 
16 (Rototuna) 12,463 1,233 3,027 4,216 9,695 
17 (St Andrews) 5,712 118 585 1,647 4.695 

18 (Beerescourt) 3,944 324 640 3,082 
19 (Central City) 46,490 4,411 5,607 28,412 

20 (Hamilton Lake) 3,244 485 832 ., C-' '' _, _.:1 

TOTAL 119,841 6,819 13,596 22,942 83,505 

Adam Thompson 
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GOVERNMENT RESPONSE TO RAUTAI<I HAN GANGA 0 AOTEAROA, NEW ZEALAND INFRASTRUCTURE STRATEGY 

fleco lll llJeIHlntioll 23 

Recommendation 
description 

Governm ent positio l 

Disclission 

Status 

Illcrenso il olisi ll ~ 1 ci evv loPlllent OppOI tunlt i es i ll MCil S with uoocl 
<lCCl!SS to in fm s tr ll c ture 

Improve development opportunities in areas already well selved by 
infrastructure by: 

a Accelerating the implementation of the National Policy Statement on 

Urban Development and monitoring compliance, incl~ding requirements 

to upzone around rapid-transit and employment centres. 

b Emlbling greater urban development, including requiremen ts for minimum 

levels of mixed-u se zoning and upzoning. 

c Prioritising provision of human necessities, slich as housing, over 

presel"/~tlon OfSllbJective preferelices (eg, heritage, cl~a~~cte': and amenity). 

d Using nationa l direction to set binding targets for increased housing and 

business capacity commensurate with future growth expectations , guided 

by I,md pric:es in high-clemand areas. 

e Adopting independent hearings pcllleis to review district plan changes. 

Supported in principle 
-"' / 

The Government is committed to ensuring New Zealanders have safe, warm, 
dry and affordable homes. 

Improving housing development opportunities in areas already wei! served 

in infrastru cture will ensure we deliver the greatest benefits to New Zealand 's 

housing and urbfln land marl,ets. The Nation al Policy Statement on Urban 

Development (NPS-UD) and the Resource Management (Enflbling Housing 

Supply and Other Matters) Amendment Act (f-\menciment Act) will 
significantly increflse housing clevelopment opportunities in areas with good 

access to infrClstruc:ture. 

a ami b The NPS-UD intensi fi ca tion policies explicitly require developmen t 

to be enabled in areas that are in high ciemanci with good acces~ibility, 

which 'lIiII enable infra~tru ctu re to be used efficiently. Th e Amendment 

Act introduced a new streamlined planning process so tier '1 cOllncils can 

implement the changes required by the NPS-UD from August 2023, at 

least a yeClr earlier than expected . It also requireci tier '1 c:ouncilg to mal,e 

most resicientiClt areas med ium density. The Mediulll Density ResidentiCl I 

Standards are expected to work similarly to the NPS-UD by facilitating 

infill development and encourClging effi ciencies . 

c The NPS-UO and th e Amendment Act introduce rob\lst evidential 

requirements for proposals and to restric t clevelopment through pl8ns. 

Thi ~ vlill ensure that the pmservCl tion of suiJjective preferetll.:es dnes n~t 

ou tweigh the need fOl' development. 

d Housing and Business CapClcity Assessments Clncl hOllsing boltomlines 

set binding tClrgets for increClseci hOll sing Cl nd ilusiness capacity 

commensurate with fu ture growth exp ectations. 

e Independent hearings panels were required for intensification pl an 

changes th Cl t we re notified thi s yeClr Clnd will be requireci to hear 

submissions on Natural and Built Environment Act plans and pl<l/l 

changes in tile futu re Resource rvlallClgement system. 

Underv/ay 

:Ii 

· .. ·L·~· .' . . . , ... . . . . . , , . , . 
• ., • I 

I ,-: .......... ...... . ! ... i. 
" .. 



Hamilton City Council. OIA 20351.16.12.2020. Infrastructure spending 

SOOO 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 Total 

Waste Water 1,387 2,011 3,271 5,128 2,387 3,517 12,128 2,769 4,933 5,600 8,369 12,247 11,616 18,082 24,773 39,146 157,364 

Waste Water Treatment Plant 410 1,220 534 2,793 6,111 6,553 3,219 3,901 3,799 3,244 31,784 

Stormwater Network 1,219 1,737 3,695 1,969 1,052 1,259 1,259 728 1,587 882 2,277 2,155 9,243 2,982 8,516 9,935 50,495 

Refuse 2,631 3,107 292 402 233 990 413 145 366 1,260 758 366 270 209 532 71 12,045 

Water Supply 8,229 7,817 2,957 4,924 3,540 4,702 3,861 4,119 5,194 5,183 8,639 20,150 21,875 18,275 16,775 22,268 158,508 

Water Treatment Station 7,719 13,340 2,426 1,455 1,297 978 1,372 1,653 2,258 1,528 34,026 

21,595 29,232 13,175 
~ ~ 

16,671 14,620 22,252 13,315 18,137 17,697 ~ 17,999 20,043 34,918 43,004 39,548 50,596 71,420 444,222 

Roads and Traffic Carriageway 11,117 17,797 11,782 23,244 21,223 22,623 35,975 42,112 36,763 26,661 20,050 18,383 23,358 30,360 61,487 81,357 484,292 

Traffic Services/Street lighting 1,773 1,465 4,185 3,621 1,589 1,434 1,580 1,856 17,503 

Cycleways Verges 1,180 1,157 1,199 1,361 1,427 1,515 1,654 1,540 11,033 

Parking 283 20 16 4 18 126 488 10 85 98 276 125 870 288 2,707 

14,353 20,439 17,182 28,230 24,257 25,698 39,697 45,518 36,848 26,759 20,050 18,659 23,483 31,230 61,775 81,357 515,535 

Total !nfrastructure 35,948 49,671 30,357 44,901 38,877 43,697 61,949 58,833 54,985 44,456 40,093 53,577 66,487 70,778 112,371 152,777 959,757 



Colin Jones 
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FrlOm: 

Sent: 
1.10: 
Subject: 

fin Year 

2013/14 

2014/15 

2015/16 

2016/17 

2017/18 

2018/19 

2019/20 

2020/21 

2021/22 

2022/23 

2023/24 

2024/25 

2025/26 

2026/27 

2027/28 

2028/29 

2029/30 

2030/31 

Total 

Notes 

Actllla~ 

16.9 

16.1 

24.2 

15.8 

25.8 

26.4 

32.2 

28.9 

27.1 

I 213.5 

Mitchelmores < mitchelmores@xtra.co.nz> 
Tuesday, 7 February 2023 2:13 pm 
Colin Jones 
DC Revenue History - Is this what you want 

Tota~ DC Revenue $M 

Mode~l Blildget2 $M I 
17.3 6.4 

22.3 7.6 

22.9 9.5 

24.6 9.0 I 

25.8 9.1 ' 

38.9 17.5 

39.1 25.1 

40.9 29.9 

48.1 31.6 

52.9 32.8 

56.8 36.6 

54.8 36.1 

55.0 37.2 

55.3 39.0 

57.4 41.5 

54.3 39.5 

52.9 38.3 

59.2 43.2 

118.4 489.9 

1 
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Model DC Revenue refers to revenue from the Operative DC model for the financial year 

Budget DC Revenue refers to projected revenue in the Operative L TP 
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21 September 2021 

To the Chair, Mayors, and CEO of Waikato Regional Council, Hamilton 
Cit}' Council, vVaikato Distdct Council, Waipa District Coullcil. 

Re: FOl'/TIal complaint against FutUl'e Proof and yOUl' councils as Future 
Proof Pal'tners. 

Olll' ,'equest: That you investigate this formal complaint, independently, to 
ensure YOll, and youI' councils, are complying with YOll~'legal obligations. 

The Ombuclsman office has suggcsted that we lay this compliant, so you havc an 
opportunity to respond. 

OUI' evidence. Precis (below) is some corrcspondence obtained through the Official 
Information Requests (alA) and ouflines mul confirms om' concel'lls. We have attached 
documentsl corj'cspondcnce bc(wccn MBIEI MfE, HCCI Future Proof Partners and 
their Economic adviser, Mal'ket Economics as examples of evidencc of YOllr nOIl­
compliancc with the law 011 multiple occasions. 

SUlllllllll'Y· 

OVCI' the lasl three yem's I have l>cen investignting why housing is so unaffol'dable ill 
Hamilton and SUI'j'Ol\lHlillg areas. This investigation has rcsulted ill obtllining critical 
information unclcl' alA rcqucsts. 

My lllotivntion is and always has beell to improvillg fOJ'ecastillg Ilccul'acy, tTansparent 
l'epol'tillg of findings, Ilnd identification of ways to achicve lowe)' housing costs. I do llot 
stand j"O gain financially in any way. 

(1) The I'cporting supplied by FU("l!I'C Proof do not comply with NPS - UDC 01' NPS 
-UD. 

(2) Misleading information being provided to Elcci-c(l Members and othc), parties. 
(3) Incomplete assessment of infrastructure provisioning. 
(,I) Cost of housing in Hamilton llnd slll'roUluling districts is cxtremely high 

compm'ed with Christchurch. 
(5) Lacl{ of reporting transparency teading to high development risk and subsequent 

cost to purchasel's. 

The resulting information has provided cvidence tlwt critical inforlllation hilS been 
deliberately withheld from Electcd Rcpresentlltivcs, MErE I Mfc and that staff and 
Futul'e Proof advisors, Market Economics has deliberately mislcd these parties. 

PO Box 22, Hamilton, New Zealand. Telephone: (07) 8497800 Mobile 021972500 
E-mail: colin0}cicl.co.nz 



Conscqucntly, thcrc aI'e multiplc occasions where councils arc failing to comply with the 
National Policy Statcmcnt and arc thcl'efol'c in breach of the law. The evidcnce shows 
that the sf-affwcrc flwal'e of this and deliberately sought to conccal thc lweach to clcctcd 
rCJll'CS en ta fives. 

These mattcl's arc com plex anel detailcd, and it is casy to deflcct criticism with data, but 
they havc a serious conscqucnce, Hamilton City has approvcd a budget that is based on 
incOITect asslImptions and cl'iticfll issues that should havc becn raised in the long-term 
plan but ignol'ed. 

Background. 

Ovel' the last thrcc yeflJ's, I have provided numerous I'cIJorts to FlIiLII'e ProofII-ICC, with 
evidcncc from an economist, Urban I~COllOll1ics, that HCCI FI)P/ME are not complying 
with their legal requircmcnts. These rcports lJavc statcd tlwt thc lllCOlOdology fhat ME 
is using docs not- comply with the legislation. Although you have been madc aware of 
these failings ncc I ME al'e cont-illllillg to use the same methodology nwt Hle Ministl'Y 
challenged. 

Thesc I'CPOl'ts nre: 

(1) Hamilton Housing Mfll'ket anel Auckland housing PI'OSpccts 281h August 2018. 
(2) The rcview Hamilton Dcvclopmcnt Call1lcity assessment 2019. July 2019. 
(3) Ovel'view of Hmnilton Developmcnt Capacity assessmcnt. 23)'(1 October 2019 
(4) Hamilton Constrllction and Forccasting Dcvclopment Contl'ibutioll revenue 

HmniH-oll 21st August 2019. 
(5) Historical house gl'owth assumptions NPS~ VDC 12th Novelllber 2018 
(6) Hamillon Residential Housing IlHld(et 24th Octobcr 2019 
(7) Responsc by Ut'ban li:conomics peel' review by MaI'lwt gcollomics 18th November 

2020 
(8) Housing Affol'dniJility case study Christchurch VCI'SllS Hamilton l11h Nov 2020. 
(9) Evaluation of Res tl'i ctivc Covcnants on Infill capacity Hamilton 24th Apl'i12020 
(10) NPS/UDC versus NPS UD, housing supply policy 14th August 2020 
(11) Dcvelopmcnt Contributions NaHonnl benchmark and impact of Developmcnf 

feasibility 24 April 2021 

My complaints are in 01l'ee pads. 

(a) Not complying with and providing misleading information to Productivity 
Commission, MBlEI Mfe and Elccted Membcrs. This relates to both lcading liP to. 
and the j)l'epal'ation of, the National Policy Statemcnt~ UDC (2016) 

On 4/8/2015, HCC pl'oviclccl a report to the Productivity Commission. They stated: 
"flCC Itas {f targeted approaclt to identify illtellsificatioll ({reas itl lite District Plall 
{fllll h{fs IIlldert(fken illjl'(fstl'llctllre C{(p(fcJ(~1 analysis fo support this approach. 

OlA 20107& 19284 16 June 2020 I'cqucsted J-lCC provides that document. BCC 
has advised ""utt tlte document requested does 1Iot exist. " 

PO Box 22, Hamilton, New Zealand, Telephone: (07) 849 7800 Mobile 021972500 
E-mail: colin@cicl.co.nz 



OlA 19085,18 April 2019, 

Is the correspondence be("ween the iYIinistl'Y (MBIE / Mfe ) and Future Proof/ HCC. 

Period: March 2018 and Sept 2018. 

This correspondence highlights the disagl'cement between Future Pl'oof and Ow 
iVIinish-y ,'cgal'<iing Mal'lwt Economics methodology to comply with NPS - UDC. 

Tlte backgrouud documents tltat Future Proof is using jor the "methodology" was created 
by 111E. These are IIseful documellt, prepared ill two stages. The secolld stage doclllllellt 
was (f ulecllllical" docllmellt regardillg methodology. 

Tflis tee/Illical documel/t jailed to take illto cOl/sideration tltree key questioJls required by 
NPS - une. Tltese beillg: 

(1) restrictive COl'ell(lIIts 
(2) cOllcelltJ'{fted lalld o wl/ership 
(3) iJ1fl'({stl'llctul'e Pillch poillts, 

16 July 2()18 email fl'om Keith Homby (HCC / Ffltflre Proof) t·o Blair Bowcott and Paul 
Bowater. (NCC) 

MBIE advised: "Future Proof's message to decision-makers depends 011 three key 
assumptions: demand growth scenarios, fUllire verslls current foasibility and the treatment of 
allticipated capacity. These assumptions are nol fully explained 01' jlls/ified in the report. 
FII/ure Proof should make decision-makers aware of the risk associated with these 
assumptions 10 ensure they can make appropriate decisions. " 

This warning was never passed on to Elected Representatives as per OlA 19175120146 24th 
July 2020 (Attached) 

Misleading information, In May 2018 Future PI'oof I'cqllcst that Greenstone G,'oup 
prcpare a ,'eport to comply with the NPS-UDC, Honsing Building Assessment 
(HBA). This Greenstone report stal'ed that "if wc focus 011 the underlaying land 
vnlue of residential development sfllllpics and the I'aw land sales evidencc, an 
avcrflge wllue pel'lot of $150,000 - $160,000 excl GST was identified foI' Hamilton, " 

This is misleading as the evidence was fol' apartments, duplex and retirement villages, 
not stand-alone hOllse sites, 

A I'CPOl't by Telfel' YOllng, (registcred Valuel's 6th August 2020) for same period that 
Gl'eenstolle used (2018), shows land snles of $320,000 to $500,000 not the $150,000 
to $160,000 as provided to thc Ministry, (attached) 

PO Box 22, Hamilton, New Zealand. Telephone: (07) 849 7800 Mobile 021972500 
E-mail: colin@cicl.co.nz 



(b) The bacl{gl'olllJd documents that Future Proof is using to comply with the National 
Policy StalHhu-d UD (2020) also failed to take into consideration 

(1) rcstrictive covenants 
(2) conccl1i'l'aicd land ownership 
(3) infnlstl'uctul'e Pinch points 

In July 2021 FutUl'c P.'oof provided onlinc theil' UBA assessments, III the original 
document (page 23, which has sincc beCll modifiedl deletcd) it states "it is noted 
howc\'cl', that thc assessment was advised not to apP{I' ill/J'{fstmctlll'e cOllslmillts 
withill /f(fmilloll, (( 

Pagc 100 Cfable 4~1l) Hamilton City Enabling Residcnlial Capacity (short tCl'm) 
Commercial feasible and rcasoll expectcd to he l'ealised shows no infrastl'uctUl'c 
eOllstl'flints. 

Tile !lfE docl/ment states tha/ tit ere (Ire 110 iIlO'(lstmctlll'e cOllslmillls wilen dead!' t/rere 
~ 

OIA 20362 20 Jan 2021 states: "Tlte 2021 Housillg Development Capacity Assessmellt 
lias 1I0t takell illio (fCCOl/lIt tlte imp(fct of 1(llId coveJl(lIIts "Tllis me(fns tlt(ft lite 
(fssumptiolls tile ME (Ire I/siflg of il1fill cap(fci(J' is incorrect." 

(c) rcfusing to providc information that would enable liS fo understand and 
challengc the methodology that Futm'e 1)1'00£1 ME arc lIsing, 

OIA 21246 26 Augnst 2021. The information rcquestcd has been dcnied. This 
infol'lllfltioll is rcquircd to ullderstand how Futurc Proofl MJ!: havc reached theil' 
conclusions. 

OIA 20362 20 Jan 2021 rcquested thc "Model" that ME wcre USillg, to cOllvert growth 
in househoIcls into demmuJ for dwclling by location, type and size to cnablc a Peel' 
Rcview. This was refused (fS it would illfl'illge 011 cOlllmercial interests. 

OIA 20338/210187 Dcc 2020 relates /"0 the HBA Housing study (choice) Futme Proof is 
}'cfusing to provide the questionnaire to this survcy. The Ombudsimlll office lJ(fs/orlllal(J! 
opened {(II illquiry illio this re/usal. 

Conclusion, 

Wc asl{ that you forlllllJly investigate these mattei's. This complaillt will also be 
providcd fo Ministers, their advisors, MP and other pat'tics. Thc f'csults of your 
illvestigaHoll will be passed 10 the Ombudsman ofi1cc. 

I can be contacted for further information. If yon would like copies of I'cporl prepared 
by Ul'lJan Economics please lHlvise . 

.r" . tL'· Colin ones 
AREINZ. 

PO J30x 22, Hamilton, New Zcc,lland. Telephone: (07) 849 7800 Mobi Ie 021972500 
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OlA 19085 171h Oct 2019 
Correspondence between MEIE and Fuiul'c Proof Pal'tllers. 

Covering period, March 2018 to Sept 2018 

Below is a Slllllll1aI'Y of information providcd by ncc under OlA requests. This OIA 
totals 212 pages. Many pages were copied multiple times. I have tried to comply in date 
order, weJ'e possible and underlined 01' coloUt· copied the l'c)evant pm'agl'l1phs. 
In addition to this correspondence, there are relevant mattcl's that the ol'iginai Future 
ProoflMarkct Economics! I-IBA aSSCSSIllCII t has not addrcssed. 

NPS-UDC had a legal requirement to consider Restrictive Covenants, Infrastructurc 
Pinch points, and Concentratcd Land Ownel'ship, 

None of these were addressed in the (ME) BOA in 2017 or in ME updated, HBA 2021. 

This has been confh'med in OIA 20090 Rcstrictive Covenants, OIA 20107 and 19284 
J nfrastl'lIcture Pinch points, and OIA 20090 Concentmted Land Ownership. RestJ'ictivc 
covenants were also not addressed with OJ A 20331. 

I-ICC has rcfusing to pl'Ovide information l'egarding their "growth modelling" and their 
"housing choices" both of which is required under the HilA legislation. 

I have included the latest responses to HCC! HHA. Thc modelling that ME undertook in 
2017, lUIS not been updated in 2021. Therefore, no considerations have beeu takell of 
Reslrictive CoveJlal1ts, lllftasll'llctlll'e issues 01' COllcelllmied 1(llId oWllel'ship despite this 
being leg([/l" required. 

9 Mareh 2018. Subject. Feedback on yOUl' draft HBA policy PB 3. 

The NPS-UDC states that the HBA "shall estimate the sufficiency of development 
capacity .... Including the current feasibility of development capacity. This policy, and the 
associated definition of NPS· UDC, indicates that commercial feasibility of developing new 
housing should be assessed based on the pricing costs that are observed today, rather than 
estimating future prices and costs." 

"The recommended assumptions (that sale price will grow more rapidly than building costs) 
will result in worsening affordability and a significant increase in the house price! cost ratio 
over time", 

"The NPS-UDC requires that rising prices indicates a need to unlock greater development 
capacity. This planning response means that past trenels cannot be used to predict futlll'e 
prices and costs." 

"Under the current feasibility scenario capacity is shown to IUlve a shortfall of about 15,000 
dwellings in the short medium term and 58,000 the long-term. This has major implications 
for appropriate planning response, including the future development strategy." 

PO Box 22, J-I8milton, New Zealand. Telephone: (07) 849 7800 Mobile 021972500 
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12 March 2018. From Keith Hornby HCC/Future Proof to HCC staff. 
Subject ClJl'rent feasibility fllliher comments from ME. 

"Consequently, the only remaining response is to supply additional infrastl'llctme in 
Greenfield areas to enable additional capacity. Beyond the significant additional costs that 
this action would impose on Council, would also incentivise the majority of growth at the 
urban edge, leading to an outcome contrary to Future Proof and the HUGS strategy to achieve 
50% infill growth." 

12 March 2018. From Greg Akehurst. (ME) to Auckland Council, HCC and others. Subject. 
Current Feasibility. 

"We have had feedback from MBIE/Mfe. Who are clearly opposed to the concept that 
dwelling feasibility will change over time in the NPS sufficiency assessment? They want the 
analysis to be restricted to a Normative Economic perspective which fOCLlS on a hypothetical 
futme with the market is frozen at the current feasibility.!> 

"This approach is not supported as it does not meet the specific wording ofNPS·UDC Policy 
PB3(c) . 
"We note that the ME's recommended assllmptions (that sale price will grow more rapidly 
than building costs) willresu/t in a worsening of affordability and a significant increase in the 
housing price/cost ratio over time." 

28 Mal'ch 2018. From Greg Akehurst. (ME) to HCC From: Market Economics 
cOllllllunicated with Futul'e Proof IHCC advising: 

Subject. MBIE rnitial Meeting Heads up. 

"The short story is that while they (MBIE / Mle) recognise the logic and processes, we have 
gone through MBIE / Mfe are stl'Ongly adhering to the need for complying with the NPS and 
adhering to the need for compliance with NPS, interpreting the NPS wording very strictly to 
keep a position of no price increases." 

"It is clear from Susan's modelling that at current feasibility, there is only sufficient capacity 
for 5 to 7 years of growth maybe 1 O. This, if left as the view from COllllcil, is likely to require 
a response that would calise Hamilton to rezone a bunch of Greenfield land to provide that 
additional capacity." 

"We want FlltureProof to cornply with NPS but we also want to prmdde the most 
constructive accurate advice to the FPP, so the best possible urban outcome is achieved. A 
recommendation is that we provide some clear statement around the MBIEI Mfe 0% price 
growth scenarios-that is complying with the NPS and is included for that reason only. 
It shows a shortage of capacity in the medium ancllonger term uncleI' the MBlE assumptions. 
However, analysis lIsing a more robust evidence based model presents as scenario of price 
growth futures-shows a more likely future o,ltcome FPP, and we recommend that Council (in 
our opinion) rely on these futures in terms of development in response to NPS, as well as for 
future planning." 

"The danger is that if Council simply adopt the MBIE / Mfe 0% price growth future, a) it is 
wrong and b) it leads to a very high-cost response fram Council" 

PO Box 22, Hamiltoll, New Zealand. Telephone: (07) 849 7800 Mobile 021972500 
E-mail: colin@cicl.co.nz 



3 ApriI2{)18. From Keith Hornby. To HCC Paul Bowman, Ken. 
Subject. NPS-UDC suggested next steps. 

MBIE/Mfe have raised that they are not clear on some of the teclmical assumptions used in 
the ME modelling. This is something which ME would need to document fmther and may 
assist with providing them with some confidence/clarity about our adopted approach. 

On 3 April 2018, at l2.23pm, Ken Tremainc (advisol' to Flltul'e PI'oof,) in an illtcl'Ilal 
cmail, statcd, 

Colleagues, 
"so, in summary I think there are three options moving forward . 

l. Soldier on and do nothing in addition to the lI'ork we have completed a/reac61• Ignore 
Olll' lack of compliance. Think this is a bit of last resort response howel'eJ'. " 

2. Get MBlE back to a dedicated Waikato/ Canterbury on the ground type workshop which 
highlights all of the distortions the cons/ant price approach produces. We also need to 
beller understand why this lIIode/works for Auck/and and hi cO/llpletely disastrolls for 
liS. 1'111 in the process of trying to set this lip via Alistair Shelton since we need Di there 
to.fclcilitate this. Follolliing the workshop, agreed one oftll'o approaches. Take an initial 
price constant approach and then argue a case strongly for why we intend to use (he 
time adjusting lIlodilied dala. Keith HOl'l1by- YOIl alreac(l' have ctllthe data 10 enable us 
10 do lhis. 

3. Seek a declaration fro/ll the El1v;rol1/11enl Cour( as pel' the excellent Tompkins Wake 
legal opinion. 

13 April 2018 Keith Hornby to NPS -UD ancl others . 

SlIbj ect Futll1'e Proof response 10 draft HBA evaluation feedback. 

'The FPP remains firmly of the view that the NPS-UDC does provide flexibility regmding 
the methodology to be used to assess feasible capacity, particularly as policy PB3 does not 
preclude methodology approach which anticipates changes in feasibility over time." 

"Critically this would also pose significance balance sheet implications for local authorities." 

3D ApriL 2018 NPS -UD to Keith Hornby and others 
Subjcct. Futlll'e Proof response to draft HBA evaluation feedback . 

Deal' Future Proof Partners, 

"In terms of specific evidence requests you have made; we will provide YOll with a summary 
soon. Would like to reiterate that NPS UDC requires current feasibility to be used as a base 
scenario and we encourage you to lise other scenarios as sensitivity tests." 

4 May 20]8. From Alistair Shelton to Keith Hornby. 
Subjcct-meeting yesterday thenext steps. 

PO Box 22, Hamilton, New Zealand . Telephone: (07) 8497800 Mobile 021972500 
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"we are very aware that this has raised some wider issues around methodology and the NPS 
approach that are worth exploring further this is a longer term issue and I think we need to set 
to one side for now." 

16 July 2018. From Keith Hornby to Blair Bowcott, Paul Bowatel'. 
Subject. policy signals July 2018. 

FPPI HCC have provided a draft of this repoli in March 2018, and we provided feedback on a 
number of points. 

"I am largely comfortable with comments on FP I-IBA in the report with the exception of the 
comments on page 22 about the usefulness of HBA to decision-makers." 

"Even when HBA was well written and key messages clearly reported we assigned at a lower 
score on the usefulness to decision-makers criteria and is if these messages were not clearly 
supported by the evidence presented, 01' if important assumptions were not fully explained or 
justified in that report. For this reason, we score the Futlll'e Proof and Auckland reports low 
on this criterion." 

"Futme Proofs message to decision-makers depends on three key assumptions: demand 
growth scenarios, future versus current feasibility and the treatment of anticipated capacity. 
These assumptions are not fully explained or justified in the report. Future Proof should make 
decision-makers aware of the risk associated with these assumptions to ensure they can make 
appropriate decisions." 

30 July 2018. From Alistair Shelton. MBIE to Keith Hornby HCC 

Subject final draft ofFPP/ HBA summary report. 

"We are pleased to see the current market figures have been included alongside the future 
projections, think that it would be useful to spell out slightly more clearly what each of the 
scenarios means. In particular the note that future projections are based on a particular set of 
assllmptions which may not eventuate exactly as expected." 
"A few further specific points: 
P.5. Notes increasing unaffordability, despite a seemingly sufficiency of capacity. This begs 
the question of why this is happening, if capacity really is sufficient." 

Attachments 
May 2018. Greenstone Group. Comparative Feasibility Analysis Report. 
6 August 20 19.Telfer Young(Registered Valuers) Residential Section Prices. Hamilton. 20 18 
Email correspondence March to Sept 2018. 
22 May 2020. OIA 20090. Restrictive Covenants/ Hamilton. 
5 June 2020. OIA 20090 Restrictive Covenants! Hamilton. 
16 June 2020. OIA 20 I 07, 19284. (Infrastructure) Pinch points. 
26 June 2020. OIA 20090. Restrictive Covenants! Concentrated ownership 
24July 2020. OIA 19175/20146. Risks associated with assumptions. 
10 Nov 2020. OIA 20031. Restrictive Covenants. 
26 Nov 2020. OIA 20327 HCC growth Projections. New dvvelling. 
20 Jan 2021. OIA 20362. ME Growth Modelling. 
26 August 2021. OIA 21246. Updated BBA on Restrictive Covenants. 
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27 October 2021 

Colin Jones 

Director 

Commercial and Industrial Consultants 

By email 

Tena koe Colin, 

uture Proof 
Te Tau TTtoki 

Complaints In relation to compliance with the National Policy Statement on Urban Development 

Capacity (NPSUDC) and National Policy Statement on Urban Development (NPS UD) 

This letter provides a response to your correspondence dated 21 September 2021 and titled "Formal 

complaint against Future Proof and your councils as Future Proof Partners", This reply is made on 

behalf of the Future Proof Local Authorities against whom your complaint has been made, This reply 

has been considered and endorsed by the Chief Executives or senior managers of Hamilton City 

Council, Waipa District Council, Walkato District Council, and the Waikato Regional Council. 

YOllr letter of 21 September 2021 requests an independent investigation to ensure legislative 

compliance. It ,<! lIeges non-compliance in three parts: , " 
.'''x. ' 

a. Not co~pljling ~vith and providing misleading info'rm,ation to Productivity Commission, 
MBIE/MfE and Elected Members , This relates to both leading up to and the preparation oJ, the 
National Policy Statement - UDC (2016) 

b, The background documents thot Future Proof is using to comply with the National Policy 
Standard UD (2020) also failed to take into consideration 

1, Restrictive covenants 

2, Concentrated land ownership 

3, Infrastructure pinch points 

c. Refusing to provide information that would enable us to understand and challenge the 
methodology that Future Proof /ME are using, 



Your correspondence refers to several historic requests for information to Hamilton City Council on 

topics including the Future Proof 2017 and 2020 Housing Development Capacity Assessments (HDCA), 

the 2020 Future Proof Housing Study: Demand Preferences and supply Matters and other questions 

related to the provision of data or information from reports as far back as 2010.1 am advised that your 

requests on these topics have been ongoing since 2018 and have been addressed through LGOIMA 

responses by Hamilton City Council. 

Having considered your complaints, the material that you provided, and the obligations of the councils 

under the NPS UDC and subsequently the NPS UD, I make the following responses to each of the three 

elements of your complaint. In making these responses I note that I would be very happy to meet with 

you to discuss this further. Staff from Hamilton City Council and other councils as necessary would 

also be available to discuss this if that would be helpful. 

(a) Not complying with and providing misleading information to Productivity Commission, 

MBIE/MfE and Elected Members. This relates to both leading up to, and the preparation of, the ) i (, j '/ ) i I 
National Policy Statement - UDC (2016) () (I, { I { I 

You have raised concerns regarding the methodology applied to the 2017 HDCA, particularly the 

methodology applied to determine dwelling feasibility over time. 

At the time of the 2017 HDCA there was considerable national debate over the methodology to be 

applied and the reliability of the results of the assessments done by a number of local authorities in 

response to the NPS UDC. There was considerable debate about the relevance of a methodology that 

did not incorporate a scenario that addressed price growth over tiMe. This was ground-breaking work 

for most of the local authorities invo'lved~-ltrequTrelfhe-c'oifecti~~ and analysis of data that was new 

to the local authorities. There were data inconsistencies, coverage of some data sets was incomplete. 

The methodology that was applied by the Future Proof local authorities was thoroughly addressed 

and settled with the Ministry of Business Innovation and Employment (MBIE) and the Ministry for the 

Environment (MfE) in 2018. Their report dated July 2018 (MfE/MBIE report), which evaluates the 

HDCA's of all high growth urban areas (including the Future Proof HBCA), records that the Future Proof 

HDCA satisfactorily addresses each of the relevant NPS-UDC policies. 

As you know the requirements of the NPS UDC were superseded by the NPS-UD, which replaced the 

NPS-UDC in August 2020. 

The NPS UD requirements for the Housing and Business Development Capacity Assessment (HBA) are 

different from those In the NPS UDC in several important ways. The assessment now enables councils 

to apply a price growth scenario in the long term. This is consist~nt with the meti';~d~jogyappfie'a'by 
Fut~;~ Pro'cifinthe20ij ~~dio20 a~~'lysis. . 110 

"feasible means: ... (b) for the long term, commercially viable to a developer based on the 
current relationship between costs and revenue, or on any reasonable adjustment to that 
relationship" (NPS-UD page 6). 

Given the conclusions reached in the MfE/MBiE report, the replacement of the NPS UDC by the NPS 

UD and the different and new requirements of the NPS UD, I consider that an independent review of 

the HDCA prepared under the NPS UDC is unlikely to provide any insights that would be helpful in 

, 

) 

L 
') J , / 



addressing the future requirements of the NPS UD. That work is now historic and has been 
superseded. 

The Future Proof local authorities completed an HBA under the NPS UD in July 2021. That assessment 
has been reported to the authorities and presented to MfE as is required by the NPS UD. Considerable 
effort was devoted to ensuring that the methodology that was used for the 2021 HBA complied with 
the NPS UD. This included input from MfE and the Ministry of Housing and Urban Development 
(MHUD) through the process. 

MfE has commissioned a review of all the 2020/2021 HDCAs. This review will provide commentary on 
the robustness and accuracy of the assessments and provide feedback on improvements for future 
assessments. The results of the review will be made publicly available on the MfE website when the 
review has been completed. 

The Future Proof partnership will draw on the findings of this review, and any other relevant evidence 
of capacity constraints, the uptake of development capacity, planned infrastructure, house prices, 
construction costs and commercial feasibility, and any other matters as required by the NPS UD to 
inform the next iteration of the HBA, which must be completed in time to inform the Future 
Development Strategy and 2024 Long-Term Plans. 

Given the timely nature of the MfE review of all HBAs, and the amount of work that is required to 
progress the next assessments of development capacity, I don't consider that an additional, separate 
independent review of the 2021 HBA would be a wise use of resources at this time. If the MfE review 
identifies shortcomings or failings, then the Future Proof local authorities will work to address them. 

(b) The background documents that Future Proof is using to comply with the National Polic\, 
Statement UD (2020) also failed to take Into consideration 

(1) Restrictive covenants 
(2) Concentrated land ownership 
(3) Infrastructure pinch points 

I will address each of these matters separately. In doing so I emphasize that any piece of analysis as 
complex as that required by the NPS UD is based on a wide range of input information and 
assumptions. It requires long-term projections of a range of different factors that reflect the complex 
interactions of people, businesses, systems, and processes. There is considerable uncertainty over 
many of the matters that contribute to the overall assessment. 

The population projections reflect fundamental uncertainty over the rate of growth, the level on net 
international migration and the levels of outward migration from Auckland. This uncertainty is even 
more acute in the current environment with border restrictions due to (ovid 19, but the knowledge 
that the current restrictions will not last. Since the requirements of the NPS UDC the Future Proof local 
authorities have invested considerable effort in developing and improving the evidence base to 
support this work. 



The projections of demand for business land are subject to considerable uncertainty over the future 
of work, the extent to which people will work from home in the future, the scale of the relocation of 
businesses out of Auckland, and long-term shifts in nature of the economy of the Waikato. 

Equally there are uncertainties over the long-term cost of construction materials and the availability 
of the skilled labour necessary to build the homes for which we are estimating future demand. The 
current disruption to global logistics chains, the shortage of wood and other construction materials 
and the shortage of skilled workers may have far longer Impacts that have been assumed to date. 

Just as important, the very long-term nature of the HBA requires the assessment of the development 
potential of greenfields land for which there is, as yet no structure plan and only broad assessments 
of necessary infrastructure. The assumptions that are made with respect to the potential yield of 
residential developments 20 to 30 years from now are subject to considerable uncertainty. 

In considering the HBA, and this response to your complaint I would encourage you to see the matters 
you have raised in the context of the whole assessment and the levels of material uncertainty that are 
involved in the whole process. The three issues that you have raised do need to be addressed, but also 
need to be seen in context. 

Restrictive covenants 

Future Proof and Hamilton City Council acknowledge that you raised the matter of restrictive 
covenants apprOXimately three years ago. We acknowledge that this is an issue that needs to be 
addressed. Hamilton City Council is currently refining analysis that examines the extent and impact of 
covenants. We expect this work to b~Lng().r.~()~aJ~Qjt)JQ Hle. t!§xJ j!E:.@.t~()11 ()fth~H B~ f()r2.Q~4. We 
are happy to discuss the findings of this work with you when it has been completed. 

It is worth noting that the Government Policy Statement on Housing and Urban Development (GPS­
HUD), which is central government's vision and direction for housing and urban development, Includes 
a reference to addressing legal and other barriers that may constrain development such as covenants 
and cross-leases (page 26). This means that in the future there may be a way to remove or limit the 
impact of restrictive covenants. The first step is to complete the current work to assess the scale, 
nature and impact of such covenants. 

Having looked at this matter! am confident that Hamilton City Council's current work will address this 
issue and it will be able to be better reflected in the next HBA undertaken by the Future proof local 
authorities. 

Concentrated land ownership 

While Future Proof and the Hamilton City Council have not undertaken assessments of land ownership 
concentration, this information was previously available on the MHUD website. It is Hamilton City 
Council's understanding that Hamilton has a high concentration of land ownership of greenfield 
growth cells. Both land concentration and fragmented land ownership can pose challenges for the 
speed of the delivery of new greenfield growth cells. 

Through the next phase of Future Proof's work, and through Hamilton City Council's review of the 
Hamilton Urban Growth Strategy (HUGs) we expect to address impediments to the levels of 



development that we anticipate. This will need to include engagement with landowners, the 

development of structure plans, the design and delivery of necessary infrastructure, the delivery of 

the necessary transport system and public transport services, and other matters. Through this process 

the Future Proof local authorities will be engaged in the consideration of the concentration of land 

ownership, and in the potential to use the authorities that Kainga Ora now has as an Urban 

Development Authority. 

Again, having looked at this matter I am confident that current work will progress our understanding 

of this issue and it will be able to be better reflected in the next HBA undertaken by the Future Proof 

local authorities. 

Infrastructure pinch points 

As a direct consequence of Policy 3 of the NPS UD, is it highly likely that Hamilton City will be required 

to add even more plan-enabled capacity than that which is assumed in the 2021 HBA. Work to address 

these matters is progressing as Hamilton City develops the change to its District Plan that is required 

by the NPS-UD. In addition to the NPS UD requirements, on 19 October 2021 the Government 

announced changes to the Resource Management Act that will require changes to District plans to 

implement new building intensification rules. These new rules will provide the ability to build up to 

three stories and up to three houses per site without a resource consent. This requirement will further 

increase development potential across much of Hamilton. The media release relating to this change 

makes no reference to infrastructure capacity constraints. 

As noted in section 4.1.3 of the 2020 Housing Development Capacity Assessment a step change will 

be needed in infrastructure to meet the capacity requirements from the NPS-UD intensification. 

Hamilton City Council is examining the nature and scale of infrastructure required to service 

intensification. Hamilton City Council, and Waikato and Waipa District Councils are actively engaged 

in developing Detailed Business Cases for the provision of Metro Wastewater Treatment to both the 

north and the south of metropolitan Hamilton. Future Proof is in the middle of developing a 

Programme BUsiness Case for Metro Rapid Transit - a key feature necessary to support the step 

change in intensification required by the NPS UD. This body of work may well identify further pinch 

points or limitations that will need to be overcome in order to support the levels of growth that are 

expected. These wi!! then need to be addressed through the next Long-Term Plans in 2024. 

It is not reasonable to believe that the Future Proof local authorities could have fully understood all 

possible infrastructure pinch points for all possible development scenarios in time to complete the 

HBA. However, the councils are working hard to identify and overcome network limitations. If it 

subsequently transpires that the infrastructure limitations are more critical than has been assumed or 

subsequently identified, then we will need to respond accordingly. 

Hamilton City Council's 2021-31 Long-Term Plan has set the budget for infrastructure spending over 

the next 10 years including for water supply, stormwater and sewerage. There is funding included for 

resilience, reliability and growth-based projects. You can access the Long-Term Plan here and the 

information on waters infrastructure spending can be found from page 58. 

Hamilton City Council's 2021-2051 Infrastructure Strategy also presents commentary on several 

challenges and issues regarding the growth of the city. You can access the strategy here. A summary 



of these challenges is presented on page 6, with more detail on significant forecasting assumptions 

from page 90. 

Having looked at this matter I am confident that current and planned work will significantly advance 

our understanding of both infrastructure constraints and the level of investment necessary to address 

them. This will support the next assessment of development capacity, the review of the Future 

Oevelopment Strategy that is required by the NPS UO, and the next council Infrastructure Strategies 

and Long-Term Plans. 

(e) Refusing to provide Information that would enable us to understand and challenge the 

methodology that Future Proof/ME are using 

This complaint relates to the provision of aspects of the proprietary methodology that Market 

Economics has used in undertaking the HBA. Neither Future Proof nor Hamilton City Council have 

access to the models and other proprietary information referenced in your correspondence. These 

were not agreed deliverables to be provided for as part of the 2020 HBA or the 2020 Future Proof 

Housing Study. 

For LGOIMA 20362 and LGOIMA 20338/21018, the information requested has also been determined 

by Hamilton City Council to be commercially sensitive intellectual property of Market Economics ,and . . ... -..--.~-~--- .. -.-- ... ----_ ..... _.--_ .. - ........ -. -'.'-'-" .... ~ ...... '" .. -" .......• 

were therefore could not be released on those groull<!~ 
. -. ._- - --'-- ~ .... - .... ' --._-_. -"'''_.'-'' ~---'-'--- ---' 

Both the dwelling demand model requested in LGOIMA 20362, and the questionnaire requested in 

LGOIMA 20338/21018 were not developed specifically for Hamilton City Councilor its Future Proof 

Partners. They were developed by Market Economics for use in analysis for other organisations and 

were informed by years of nationwide research. Similarly, the Council understands that Market 

Economics Is a supplier to a range of companies, local governments, and central government 

departments (refer here), which indicates a high level of confidence in their services within the 

broader sector. 

Having considered this issue I concur with the Hamilton City Council decision that it cannot release 

information to you that it does not hold, and it cannot release information to you that is deemed to 

be commercially sensitive and subject to an obligation of confidentiality. 

conclusion 

Having considered your complaints, the material that you provided, and the obligations of the councils 

under the NPS UDC and subsequently the NPS UO, I have reached the view that: 

1. Given the conclusions reached in the MfE/MBIE report, the replacement of the NPS UOC by 
the NPS UD, and the different and new requirements of the NPS UO, an Independent review 

of the HDCA's prepared under the NPS UDC is unlikely to provide any insights that would be 

helpful in addressing the future requirements of the NPS UO. That work is now historic and 

has been superseded. 



2. A new, independent review of the work undertaken to develop the 2021 HDCA is not 

warranted at this time. A review is currently being undertaken by MfE and if that raises 

concerns the Future Proof local authorities will address them. 

3. There is substantial work underway to address critical infrastructure Issues across the Future 

Proof area. There is also work underway to address land ownership and restrictive covenants. 

t am confident that as a result of this, and other work, the next HBA will be a further 

improvement on the 2021 version. 

4. I concur with the Hamilton City Council decision that it cannot release information to you that 

it does not hold, and It cannot release information to you that is deemed to be commercially 

sensitive and subject to an obligation of confidentiality. 

In closing I reiterate that I would be happy to discuss this with yOll. I understand the time and effort 

that you have devoted to examining these issues and the assessments of capacity are important 

matters of public interest and public policy. 

You also have the option of making a complaint to the Ombudsman about the decisions made by the 

Future Proof local authorities, both in relation to your formal complaint and its decisions on the 

provision of information LInder the local Government Official Information and Meetings Act 1987. 

Guidance on how to make a complaint can be found here. 

Naku iti noa, na 

Peter Winder 

Future Proof Implementation Advisor 



8 June 2022 

The Mayor 

Hamilton City Council 

Hamilton 

By email: 

Dea r Mayor Southgate 

r 
Thomas Gibbons Law 
Property - Resource Management - Unit Titles 

Nat ional Pol icy Statement on Urban Development 

1. I am instructed to write on behalf of Mr Colin Jones. As you may be aware, Mr Jones has 

been investigating growth in Hamilton and the Waikato for a number of years. He has 

engaged with HCC, FutureProof, and other parties. 

2. Mr Jones is particularly concerned with compliance with th e National Policy Statement on 

Urban Development 2020 (NPS-UD), and its predecessor, the National Policy Statement on 

Urban Development Capacity (NPS-UDC) . Put simply, Mr Jones' concerns are that HCC has 

made insufficient planning for growth, and that this has had a range of impacts on 

infrastructure availability, housing supply, and housing affordability. 

3. Over time, Mr Jones has developed a concern that HCC is not in compliance with its NPS-UD 

obligations . When thi s has been raised with HCC, Mr Jones' understanding is that he has 

been directed to FutureProof, though it is HCC (and not FutureProof) that has obligations 

under the NPS-UD. 

4. Recently, Mr Jones advises that he asserted in an address to Councillors that HCC had not 

acted in a law ful and compliant manner in relation to the NPS-UD. Mr Jones advises he was 

challenged on this assertion. 

5. Mr Jones has asked me to pass on the attached report from Principal Economics to th e 

Ministry for the Environment in relation to the FutureProof partners. In particular, Mr Jones 

notes : 

a. The comments on page 16 that the HBA needs to clarify its assumptions. 

b. The comments on page 16 that th e H BA does not include an assessment of the 

impact of Auckland's housing market. 

c. The comments on page 17 that remarks on price sign als in the HBA are inconsistent 

with HBA guidelines. 

d, The comments on page 18, that for HCC, infrastructure capacity has been unable to 

be measured, and that it is unclear on the types of infrastructure assessed. 

e. The comments on page 18 that sufficiency by housing type has not been reported. 



f. The comments on page 19 that the H BA has not provided housing bottom lines as 
per NPS-UD requirements. 

g. The comments on page 20 that the assessment fails to provide capacity by housing 
type and size. 

h. The comments on page 21 that remarks on price signals are contrary to the 
guidelines in the NPS-UD. 

i. The comments on page 22 that various assumptions need to be clarified and 
justified. 

j. The comments on page 22 that the assessment falls short in respect of Maori 
housing demand. 

6. From these comments, it seems clear to Mr Jones that the HBA is incomplete, underdone, 

and in some respects non-compliant. Mr Jones' view is that this non-compliance means HCC 

is acting unlawfully. 

7. Mr Jones has passionate views on housing affordability and supply, and his key aim is to 

ensure HCC helps community aspirations be achieved by ensuring its legal obligations are 

met, including through the NPS-UD. It is hoped that HCC will acknowledge the shortcomings 

of its approach to the NPS-UD and NPS-UDC to date, and will move to rectify these. Mr 

Jones is happy to be involved in further discussions towards this end. 

Thomas Gibbons 
Thomas Gibbons Law Limited 
021675091 

thomasgibbonslaw.co.nz 
th om ClS@.l gi bbonsl Cl\N. co. nz 



· URBAN 
ECONOMICS 

/-/ 

3.09.2019 

AUTIIORS Adam Tilompsnn 

IVlatth~w Williamscm 

.James SW:Jart 

5 1 3~~0:J. U6 



ABOUT US 

OUR AREAS OF EXPERTI SE 

Economic Analys is 

Our work aims to bridge the gap between land-use pl anning and urban 

economics, Our focus is 011 the interaction between lanel markets, land -use 

regulations, anel urban development. We have el evelopeel a range of 

metllodologies using a quantitat ive appmacll to ana lyse urban spatial structure 

ancl aud it lanel -use regulations, 

Property Research 

We prov ide pmperty and reta il market researc ll to assist witll planning and 

marketing of new pmjects, Tilis inclueles ielent ification of new sites anclmarket 

areas, assessments of market potential anel posit ioning, and the eva luation of 

market-feasibility of specific pmjects, 

Development Advisory 

We prov iele elevelopment pl anning anel costing advisor-y services to support sma ll 

anel large-scal e developments, 

P: 09 963 8776 

5b Crummer Roael, Ponsonby, Aucklanel 

adam@ue,co,nz 

www.ue.co. nz 
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1. Executive Summary 

• Statistics NZ est imates that Hamilton City will growth by 9,100 households over t he next 

decade, Statistics NZ have hi stori ca lly achieved a hig l1 leve l of accuracy with their 

prqjections and are therefore considered reliable, 

• Hamilton City Council (HCCl has adopted a higher growtl1 projection of 11,950 households 

over the next decacle, This is significant ly above both the historical rates and the Statistics 

NZ proj ections, It is also worth noting that the HCC growth projections have not 

accounted for the impact of t he rising cost of hous ing t hat is expected in the City, wh ich 

tends to slow growth , 

• As part of Hamilton City's obligations under th e NPS-UDC, Hamilton City estimated the 

feasible ca pacity for growth in Hamilton City, m to Ham ilton City having enough feasib le 

capacity to support future growth expectat ions was an increase in the real house price 

from $585,000 - $715,000 over the next ten years, This allows builders to supply housi ng 

on parcels and at a density t l1at is not feasible at lower house price levels, 

• Market Economics wrote th e report underlying Hamilton City's commercially feasible 

ca pacity estimates, Thi s report has been peer reviewed by Urban Economics in 2018 , Market 

Economics followed best pract ice with the modelling techniques used, However, 

inconsistencies in data source' use suggest the modell ing is biased in favour of 

add it ional commerc ially feasible ca~ 

• The Market Economics report models growth in real house pr ices, There is no basis for the 

theoretical proposit ion t hat house prices will inevitably double in rea l terms every 30 years, 

• An increase inl10use prices reduces the attractiveness onhe city fO I- ex ist ing and potential 

residents , As a resu lt, a lower quanti ty of houses is demandecl. How much the quantity of 

housing demanded decreases in response to an increase in price, is the economic concept 

known as 'price elasticity of demand'. 

• The I-ea l house price to income multiple has ri sen from 6,8 to 9,3 over the past ten years, 

Over the next ten years it is foreca st to grow to 9,8, Thi s is consiclered extremely 

unaffordable, and l1igller t llan t ile current mu ltiple in Auckland, Higll housing unaffordabil ity 

is the key driver of current relocat ion out of Aucklancl. The increase in house pr ices 

under inn in Ham ilton City Council's current growth fo recasts wi ll see Hamilton City 

become more unaffordab le than Auck land is present ly. 

• Market Economics has RIQJected a slower rate of rea l house price growth than growth 

over the most recent per iod wou ld s ug~As evidenced by the increase in t he I-eal 

1 Market Economics used the rating valuation database to elerive the purchase pr ice for raw development land, 
and recent sa les prices for the price of new houses tilat resu lt. Thi s results in developers in t lle ir mode l being 
able to purchase land for 10 - 20% less than the market va lue of raw development lanel. No allowance was 
made for construction of a driveway, which aelds between $10,000 - $30,000 in additional cost per Ilouse. 
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house price to income multiple from 6.8 to 9.3 over the past ten years, and the forecast 

increase in the real house price to income multiple to 9.8 over the next ten years. If the 

past ten years is a rel iable indicator the house price to income multiple is forecast to 

increase to 12,1. 

Urban Economics commiss ioned a survey in 2018 on relocation intentions for Aucklanders. 

We found t hat the number one reason drivi ng relocation out of Auck land is high house 

prices. Tile largest groups in tend ing to leave are parents with young children. If Hamilton 's 

unaffordability continues to increase, parents with young chi ldren may choose to leave . 

• Accurate ly forecasting the growth trajectory of the city is important for est imati ng rates 

income and clevelopment contributions wh icl1 are important components of the city budget. 

Forecasting rates and development contr ibutions accurately enables prediction of the 

impact of 110using costs on the wel lbeing of city residents. 

• People make trade offs in determ ining wl1ere to li ve. If Ham il ton City experiences an 

increase in prices more peop le will choose to locate in commuter towns accelerating 

urban sprawl. 

• After adjusting for price elasticity of demand, tota l development contributions range from 

$192 million to $288 mi ll ion . Th is resu lts in an infrastructure revenue short fa ll of 

between $25 and $121 mi ll ion over the next ten years. Th is is equ iva lent to between 8 -

39% of all projected deve lopment contributions over the next ten years. 

• After adjusting for price elasticity of demand due to Hamilton's prices ri si ng from $585 -

$715k, the total increase in rates payments attr ibutable to household growth ranges from 

$156 million to $233 mill ion. Th is results in a re.venue shortfa ll of between $2 and $78 

mi ll ion over the next ten years . Thi s is equiva lent to between 0 .1 - 3% of tota l rates 

revenue over the next ten years. 

The total revenue shortfall estimated from t he reduction in quantity demanded I-anges from 

$27 to $200 mi ll ion over the next ten years. This is equivalent to 0 .65% - 4.85% of 

tota l income over th e next ten years. 

• Hamilton City Counc il 's 10 year plan indicates th ey expect to operate at their debt 

ce iling for the 2021 - 2024 period. 

• Overestimating revenue could result in Hamilton City Council passing their debt ceiling. This 

could cause them to lose their AA- credi t rating, result ing in higher interest payments 

for council, and higher rates for ratepayers. 
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2. Household Growth Projections 

Figure 1 outlines three household growth projections for Hamil ton. The Actua l Growth from 2006-

2016 was 7,900 households. This was slightly below Statistics NZ's projections for this period of 

9,100 households, which confirms Statistics NZ's forecasts were relatively accurate. 

For t ile 2018-2028 period, Statistics NZ project an add itional 9,100 households, slightly (15% or 

1,200 housellolcls) above the previous decade. HCC project an additiona l 11 ,950 households in the 

documents providecl to us under the Offic ial Information Act. and 12,500 under the projections 

provided to them by the Waikato University National Insti t ute of Demograph ic and Economic 

Ana lysis. The Wa ikato University series is displayed here for cO ll1pleteness anci llot analysed in t ile 

report. Both t llese figures are significantly (51 - 58% or 4,050 - 4,600 householcls) above the 

previous decacle. 

Given the histori cal reliability of the Statist ics NZ projections, ancl t ile significant increase in 

household growth expected by HCC, the Statist ics NZ projections are preferred . 

Figure 1: Housellold Growth Prqjections 

Household Growth 

Actua l Growtll 
Statistics NZ PrQj ect ions 
HCC PrQjections 
Waikato University NIDEA PrQjections 
Source: Statistcs NZ, Hami lton City 

2006 - 2018 -
2016 2028 

7,900 
9,100 9,100 

11 ,950 
12,500 

Figure 2 shows tile Ilistoric Building Consents for new dwellings issued for Hamilton City and the 

main surrounding cities. It shou ld be noted t hat only a proportion (80-90%) of building consents 

result in a new dwelling (and by implication a new Ilousellold) in tile City. They clo Ilowever provide 

a gOOd basis for understa nding the Ilistorical and relative trends between cit ies. 

The main poin ts to note in Figure 2 are: 

• All cit ies have shown a peak in construction around 2004, and dip in construction post 

2008 (G loba l Financia l Cr isis), and a subsequent increase in construction following 2008. 

• Housing construct ion tends to foll ow economic cyc les and t llerefore is likely to decrease in 

al l cities over the next 5 years befo re increasing again. Although hard to pred ict, typical ly 

cyc les last 7 -10 yea rs. 

• Hamilton City Ilacl 9,770 dwell ing consents, however only 7,900 (81%) of these resulted in 

new dwel lings being built. 

A key implication is that the recent increase in the rate of new construction is common to al l c it ies, 

and this indicates that it is probable t hat all cities, including Hamilton, wi ll experi ence a decrease in 

new dwel ling consents over the next 5-10 years, from the current levels seen over the past 1-2 

years. 
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3. 

Figure 2: Dwelling Building Consents 20 01 - 2018 

Year Tauranga 
2001 890 
2002 1,2601 
2003 1.420 I 
2004 1,670 
2005 1.420 I 
2006 1,250 
2007 1,140 
2008 840 
2009 1490 
2010 580 
2011 (540 

2012 750 
2013 8 ~0 
2014 1,080 
2015 1,390 I 
2016 1,700 
2017 1,690 
2018 1,340 
lO-year Total 75,270 10,500 4,650 
Source: Sta tistics NZ 

House Price Projections 

As par t of the Future Proof Partners obligations under t he NPS-UDC, Market Economics (consu lt ing 

to HCC) estimatecl t he feasi ble capacity for gl-owth in Hamilton Ci ty. One of the key elements of 

their model was real price gmwtll in the meclian llou e price fmm $585,000 in 2018 to $715,000 by 

20282. Rea l price growtll is defined as tile increase In price over and above the Illrl atlOn rate. ill 
nominal terms the median house !=)rice is Rrojected to r ise from $585,000 in 2018 to $868,000 

by 2028, Nominal price gl owtll includes tile inci ease In inflation 

Th is is summari seci as follows: 

"Importantly, the model has a time component which enables it to estimate the commercial feasibility 

of capacily through time. Population and other demand growth will affect prices through time, 

wl7ich affects the feasibility of different developments tl7rough time. 

The annual average rate of sales price growth has been set [within the CFC Model] at 2. 0 per cent 

p er annum for all dwellings witl7in the Waikato District and Hamilton City 

Growth in prices (together with growth in costs) have been applied to allow redevelopment, further 

intensification and outward greenfield expansion to occur through time in the Model." 

(page 29-30 Technical Specifications Repor t, emphasis added) 

It allows for the core economic processes observed and studied to date to continue to have effect, li7 a 

2 For tile purposes of tili s I-eport. we aelopt tile estimates of til e supply side made by Market Economics .. 
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manner generally consistent with tl7e scale and timing of growth in an economy Accordingly. there is 

170 requirement to assume that economic processes evident to date [i.e. house price growth] will 

no longer occur, or that observed relationships within the economy which affect land markets 

directly and indirectly will no longer have those effects. 

(page 5, NPS-UDC Current Feasibility Provisions Discussion Paper, emphasis added) 

Thi s Follows standard economic tll eory - as dwell ing prices increase bui lclers are incentivi secl to 

supply more dwel lings, and previously unproFitable loca t ions For addit iona l dwellings are now 

proFitable. Tilis is outlined in Figure 3. 

Figure 3: Supply Response to Price Increase3 

4. Infill Development Capacity 

Hamilton City Council projects growth of 11 ,950 additional households by 2028. In order to meet thi s 

target. 40% or 4,660 additional dwel lings are Forecast to be built with in the existing urban area. 

Tilis is known as infill development. The following figure indicates HCC's estimate of feasible 

capac ity over time. Feasible capacity increases as t ile rea l pr ice of housing rises in the model. 6. 
re levant consideration when analysing infill development capacity is tile cost of upgrad ing exist ing 

infrastructure. The key points to note are: 

• 6,819 clwellings are estimated to be feasible in exist ing urban areas at curr-ent prices. 

• By 2021, 13,596 dwell ings are feasible in ex isting urban areas. Th is translates to a rea l 

house pr ice of $621,000 and a nomina l house price of $658,000. 

• By 2046,83,505 dwellings are feasi lJle to be IJuil t witll ill ex isting uriJa ll area s. Th is 

translates to a rea l house price of $998,000 and a nominal house pr ice of $1,754,000. 

• The ma in impl ication of this is that Hamilton regui res a significant increase in rea l 

house prices in order to achieve suff icient commercial ly feasib le infil l capaC ity for 

growth. 

• Market Economics esti mates do not consider the obstac les to growth t hat 'restri ct ive land 

3 All else bei ng equal 
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covenants' create4 It is unknown how much this reduces feasible capacity; however, the 

Market Economics commercial capacity estimates are likely to overestimate tile 

commercially feasible capacity in the exist ing urban area. 

• Broadly speaking, upgrading exi sting infrastructure is 2 - 3 t imes more expensive tllan 

build ing new infrastructu re. 

• Greenfield infrastructure placement by contrast. typically involves open fi elds without 

existi ng roads or other infrastructure. This means greenfield infrastructure placement can 

occur more quickl y, chea ply and at a larger sca le. 

• Hamilton City Council ilas budgeted $21.3m for water and $103.5m for wastewater in infill 

areas over the next 10 years in their development contribut ions policy 2018/19. It is 

assumed that these estimates are consistent with the requirements of the Iligh level of 

growth projected in infil l areas. 

• These costs are estimated to be $lOm - $14m and $50m - $67m higher than if the same 

level of growth occurred in greenfield areas. 

Figure 4: Commerci ally Feas ible Infill Capacity 

(0"",.,0.1/'1 f,r ,.bI ~Iy 

Inlill l ind. red nIl 

JOl7 JII'lt 

107 
l (Roto~ 111,1 la. 
~ (Na"lon) 6,097 189 3-1 1.191 4 1B8 
S (Oinsd I &.611 193 550 12iJS 479!. 
6 (Temple Vlrwl 534 11 50 391 
I (frEl\ol on 777 &1 119 19 1 
8 (Ml'hllllej 7,332 19 4611 1.2li4 5.4~ 

9 (I'eacone) !lO4 81 Ul 150 19:1 

IO ISJlvr,db) 47901 106 iiO un 831 

II I st/Unl v(> ru I ) 4,152 310 607 1.114 B~ 

12 (Ru.ll ura) 
B If.lrv ew/Enderlev) 6.02J 1..37 416 SOl ~10 

U I[~\I/O landll 
" 8Cll 

iSO ;; 7S} 4063 
15ldlan ril l 5.850 3]1 1 07J 1196 4.507 
161Ro~Oluru) Il.Mi3 1.2lJ 3.017 4216 9,re; 

17 1Sl Andr WI) 5,712 5SS ~M7 4695 
18(e ", u.ounl 3,~ JJ 1)81 

191' tilt IPly) HID 18.~11 

70 jl llmillon LI ~l 8n H7'3 
TOTAL n.9U IUOS 

Source: Market Economics 

4 The majori ty of Ham ilton Ci ty's growth over the past ha lf century has occurred through large masterplanned 
clevelopments. Most of these cleve lopments place I-estr ictive covenants on Ilew sect ions limiting clwe ll ings per 
secti on anel size of clwellings. 
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5. Price Elasticity of Demand for Housing 

As outlined in Section 3, as dwelling pri ces increase builders are incentivi sed to supply more 

dwel lings, and previously unprofitable locations for add itional dwel lings are now profi table. 

However, markets cannot be understood in terms of supply alone. As prices ri se, un less t lley have 

done so in response to an increase in demand, quant ity demanded falls. The quanti ty that demand 

fall s by in response to an increase in price is an economic concept called the 'price elast icity of 

demand'. 

Appl ications of t he price elasticity of demand ca n be seen in severa l current government hea lth 

policies. Government taxes on cigarettes and alcohol are des igned to reduce consumpt ion t hroug h 

raising pri ces. A study of the effectiveness of tobacco exc ise taxes5 was completed by EY for the 

ministry of hea ltll in 2018. They found the mean price elasticity of demand for the popu lation of 

New Zea lalld was -0.5, a 100% increase in pri ce reduces clemand by 50%. A similar study into the 

effecti veness of alcohol taxes on reducing consumption was completed by the Mini stry of Justice6 

f inding elasticity coeffi cien ts between -0.44 to -0 5 4, a 100% increase in the pri ce of alcollol 

reduces consumpt ion by between 44 and 54%. 

Academ ic literature on this conceRt as applied to housing has found coeffic ients between -0 .36 

and -0 .87, a 100% increase in t he pr ice of hous ing resu lts in 36 - 87% less housing demanded. 

A review of academic literature on th is concept as applied to housing is provided below. 

What is the pr ice elasticity of housing demand?, Eri c A. Hanushek and John M. Quig ley (1980) 

Th is paper estimated t he response of renters in Piloen ix and Pittsburgh who were randomly given 

ren ta l payment subsidi es between 20% and 60% and a control gmup who were given no subsidy. 

Data on housing choices was recorded at t he start of t he period and a nnua lly for the next two 

years. The estimated pr ice elasticity of demand for the Pittsburgh group was -0.64 and -0.45 for 

the Phoeni x group. 

Housin Demand and Ex enditures: How Risin Rent Levels affect Behavior and Costs-of-Livin . 

over Space and Time, David Albouy, Gabriel Ehrlich and Yingyi Liu (2014) 

Tilis paper analysed cll anges in incomes, non-housi ng costs and housing costs across mult iple 

metmpoli tan centres in t ile Uni ted States from 1982 - 2012. Conti-oiling for non -Ilousing costs 

controls for how changes in non-Ilousing costs relate to changes in housing costs. Contmll ing for 

incomes contmls for how increases in incomes resu lt in increases in t il e amount of housing 

demanded . A signifi ca nt numbel- of specifications were analysed result ing ill price elasticity of 

demand coefficients between -0 .38 and -0.87. 

5 Evaluation of t ile tobacco excise increases as a contr ibutor to Smokefree 2025 - Final Report. EY 
(2018) 

6 The Effecti veness of AlcollOI Pricing Policies, Ministry of Justice (2014) 
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Wage gradients, rent gradients, and the pr ice elasticity of demand for housing: An empirical 

investigation, Randall W. Eberts, Timothy J. Gronbery 

Data from Chicago on the slope of changes in wages and rents was analysed to determine the price 

elasticity of demand. As changes in wages change how much housing people demand, controlling 

for thi s affect allows the autllors to analyse 110W much changes in rent change t ile amount of 

Ilousing demanded. Their results found a pr ice-elastic ity of demand est imate of -0.4. 

Concluding rema rks: When house pr ices ri se, all else being equa l simul taneously quantity 

supplied r ises and quantity demanded fa lls. It is like ly that t he price elast icity of demand 

coefficient is between -0 .36 to -0 .87 in New Zea land . Th is can be interpreted as a 100% 

increase in the pr ice of housing resu lts in 36 - 87% less housing being demanded. This suggests 

pr ice elast icity of demand is inelast ic. 

Figure 5: Demand Response to Price Increase 

As general context to the concept of price elast ici ty of demand for housing, Urban Economics 

commissioned a relocation survey last yea r in Auckl and where the cost of Ilousing was the Ilumber 

one reason for relocation. The resu lts can be found in Appendix 1. The main finding was that 

housellolds cOllsider leaving cit ies as the pri ce of housing increases. 

6. Changes in Housing Affordability 

Housi llg affordability has decl-eased si gniFi ca ntly in Hamilton over the pas t ten years as house pri ce 

growtll has increased at a Faster rate than wages. As outlined elsewhere. housing aFFordability is a 

key driver of gl-owth, with worsening housing affordability I-educing demancl for housing . 

Housing aFFordability is measured using th e multiple of the median Ilouse price to t ile median 

household income. Th is pl-ovides a good measure of housing aFfordabili ty for the average 

household. 
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Internationally, House Price to Income Multiples are widely accepted as a measure of housing 

affordability, Til e World Bank views this multiple as: 

"possibly the most important summary measure of housing market performance, indicating 

not only the degree to which housing is affordable by the population, but also the presence 

of market distortions". 

Analysis of thi s multiple primarily from evidence in t il e United States has resul ted in internationa l 

acceptance t llat a median multiple of 3 or less is a very gooel marker for Ilousing affordabi li ty, New 

Zea land experienced median mult iples of 2 - 3 from 1957 - 1980 by the late 1990s the med ian 

mul tiple had risen to 4, Currently New Zealand's median multiple sits at 6.5. Hamilton City's House 

Price to Income multiple historica lly and forecast is displayed in the following figures, The key 

points to note are: 

• Tile house pI-ice to income multiple has ri sen from 6,8 to 9,3 over the past ten yea rs, Over 

the next ten years it is forecast to grow to 9,8 , Tili s translates to an increase in the 

median real house price from $585,0007 currently to $71 5,000, Thi s is considered 

extremely unaffordable, and higher than the current multip le in Auckland. 

• The house price to income mult iple Ilas r isen from 6,8 to 9,3 over the past ten years, If 

house prices increase at t he same rate during t he next ten years it is forecast to grow to 

12.1. Tili s translates to an increase in the median real house price from $585,000 

currently to $830,000. This is considered extremely unaffordable and signi f ican tly 

.bl.gher than the curren t mult iple in Auckland . 

The current average housellolcl income in Hamilton is estimated at $62,9008 Tilis mea ns Q 

house considered affordable by international standards wou ld se ll for no more than 

$188,700. 

• Tile median rea l house pr ice growth to $715,000 is expected to be accompaniecl by rea l 

wage growth to $72 ,960, Rea l wages growing slower than Il ouse prices is key to the 

assumpt ion that commercially feasible capacity wi ll increase ovel- t ime, 

• t:!lgh housing unaffordabil ity is the key driver of current reloca tion out of Auckland. The 

increase in house pr ices underpinnin g Hamilton Ci ty Council's current growth forecasts 

w ill see Hami lton City become more unaffordable than Auckland is present ly , This is 

likely to result in less people choosing to live in Hamilton, ancl more existing residents 

consicle l-illg relocation elsewhere 

• The Mini stry of Social Development (MSD) uses outgoi ngs-to- income ratios to analyse 

afforclabi li ty of housing, High housing costs relative to income are often associatecl with 

severe financial clifficulty, Spending more than 30 % of clisposable househo ld income on 

housing is considered higll 

7 QV,co nz 
8 Statistics NZ, Infometrics 
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The survey MSD's outgoings-to-income ratio is based on is only appl icable at the nationa l 

level due to sample size, however the rate of rea l house pr ice growth modelled by Market 

Economics is higher than the historical rate of rea l wage growth in Hami lton City. 

• If rea lilouse pri ces increase at t llis rate, the proport ion of households in Hami lton 

weriencing severe f inancial difficulty is likely to increase. 

• Current in terest rates are at all t ime hi stor ic lows, allowing many households to service 

much larger home loans. 

• Although it is diffi cult to predict interest rate movements over the next 5 - 10 year peri oe!' it 

is considered unlikely they wi ll cont inue to stay at t ile curren t level. 

• Increases in interest rates increase the fi nanc ial burden of housing on househo lds with 

high levels of debt. 

• Increases in interest rates genera lly resu lt in a fa ll in asset prices. This is because 

purchasing assets wi th debt becomes more costly, for a household pu rchasing a home this 

t rans lates to a Ili gher weekly or montil ly mortgage payment. 

• Increases in interest rates make the required rea l house price growtll to meet Hamilton 

City's infill development goa ls outlined in Section 4 less atta inable. 

Figure 6: Real Median House Price and House Price to Income Multiple, ME Projections 
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Figure 7: Rea l Med ian House Price and House Price to Income Multiple, Recent Trend Projec tions 
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7. School Roll Growth 
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GI-owth in the number of cllildl-en enroll ed in SCllools is a useful indicator for wllere young families 

are clloosing to settle. Young fami lies tend to be Iligilly mobile and re latively sensitive to increases 

inllousing affordability. More information on t lli s can be found in Append ix 1. Tile following figure 

graplls t ile annua l percentage cllange in t il e tota l sc llool roll for Auckland, Hamilton, Tauranga and 

Wilangarei over t ile past 19 years. Tile key points to note are: 

• During t ile past 6 years all cit ies Ilave experi enced a larger percentage growtll in sc llool 

roll s than Auckland. Tili s indica tes families are moving fmm Auckland due to Iligll house 

pri ces 

As indicated by our survey fOUlld in Appendix 1. t il e number one reason clr-iving relocation 

out of Auckland is Iligll ilouse prices. Tile largest groups intending to leave are parents witll 

young families. 

If Hamilton 's unaffordability continues to increase, RQrents witll oung chilclren arc; more 

likely to choose to leave. 
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Figure 8 Percentage Change in Total School RollOver Time 
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8. Competing Housing Supply 
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Where people choose to locate is a series of t rade-offs between different va riables. Proximity to 

goodjobs. school s. fri ends, family and amenit ies are all desirabl e. People also gener-ally prefer to 

have a larger section size and house. All of t hese va riables are also weig lled up in t erms of pr ice. A 

classic example can be seen with the appea l of subur-ban fringe pr-operti es and commuter towns. 

People are wil ling to commute a bit further iFthey are able to purchase a larger sect ion for t he 

sa me or lower pr ice. Hamilton City is surrounded by sma ll towns in t ile adjacent Wa ikato and Waipa 

Districts which Ilave experienced a construct ion boom in recent years. The key points to note are: 

• If HCC increases deve lopment contr ibutions at a faster rate t han the Waipa and Wa ikato 

districts the relat ive attract iveness of commuter towns increases. 

• Standard economic t heory suggests that more peopl e would t llen choose to commute into 

Hamilton for work rather than locate in Hamil ton itse lf, as th e I)enefi ts of locating further 

out have increased, while the downsides haven't changedB 

9 If a lot of people clo this, we woulcl expect larger traffic flow issues as a resul t as wel l as the price of 
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7 April 2021 

To Colin Jones 

'· URBAN 
ECONOMICS 

RE: Development Contribution National Benchmarking & Impact on Development Feasibility in 

Hamilton City 

This following benchmarks Hamilton City's development contributions against other local authorities 

in New Zea land. 

Development Contributions are sourced from local authority annual plans for the year ended 

December 2020 by district. Average development contributions are determined as total 

development contributions divided by building consents for new dwellings for the year ended 

December 2020. 

The key points to note are: 

• Hamilton City has the sth highest average development contribution of all local authorities. 

• In faster growing cities (above 1,000 dwellings per annum) Hamilton City has the highest 

average development contribution . 

• Hamilton City has an average development contribution that is 2.1 times the national 

average. 

This benchmarking suggests that Hamilton City has development contributions that are notably 

higher than its comparable cities. 
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Figure 1: Development Contribution Benchmarking by Local Authority 

Building 
Average Multiple of 

Total Devloper Development Average 
District Contributions, Consents, Year C t·b f Development E d· D on n u Ion per 

Annual Plan n mg ec B ·Id· Contribution per 2020 UI mg 
Consent Building Consent 

Waimakariri District $13.5 M 551 $24,450 3.2 
Waipa District $12.1 M 581 $20,780 2.7 
Tasman District $10.3 M 550 $18,750 2.4 
Kaipara District $3.4 M 198 $17,200 2.2 
Hamilton City $22.5 M 1,410 $15,960 2.1 
Mackenzie District $1.5 M 96 $15,700 2.0 
Marlborough District $3.6 M 245 $14,580 1.9 
Queenstown-Lakes District $15.3 M 1,130 $13,540 1.8 
Tauranga City $17.7 M 1,462 $12,080 1.6 
Manawatu District $1.8 M 174 $10,390 1.4 
Kapiti Coa st District $2.1 M 208 $10,210 1.3 
Ashburton District $1.5 M 146 $10,190 1.3 
Napier City $3.4 M 347 $9,770 1.3 
Thames-Coromandel District $2.7 M 284 $9,600 1.2 
Hastings District $5.4 M 573 $9,440 1.2 
Selwyn District $16.2 M 1,726 $9,400 1.2 
Waitaki District $1. M 103 $9,260 1.2 
Taupo District $2.8 M 301 $9,250 1.2 
Central otago District $2.3 M 270 $8,690 1.1 
Auckland $136.7 M 16,656 $8,210 1.1 
Christchurch City $21.9 M 2,982 $7,340 1.0 
Gisborne District $.7 M 98 $7,130 0.9 
Waikato District $6.4 M 959 $6,670 0.9 
Whangarei District $3.M 507 $5,900 0.8 
Upper Hutt City $1.5 M 262 $5,790 0.8 
Hurunui District $.6 M 109 $5,770 0.8 
Matamata-Piako District $1.4 M 282 $5,050 0.7 
South Waikato District $.2 M 56 $4,360 0.6 
Lower Hutt City $2.8 M 653 $4,290 0.6 
New Plymouth District $2.4 M 571 $4,130 0.5 
Carterton District $.4 M 108 $3,790 0.5 
Palmerston North City $1.9 M 524 $3,610 0.5 
Porirua City $1.3 M 369 $3,600 0.5 
Waimate District $.1 M 28 $2,250 0.3 
Dunedin City $.8 M 412 $2,020 0.3 
Wellington City $2. M 1,194 $1,680 0.2 
Otorohanga District $.1 M 40 $1,500 0.2 
Whal<atane District $.1 M 88 $1,440 0.2 
Buller District $.1 M 45 $1,160 0.2 
Whanganui District $.2 M 175 $1,080 0.1 
Central Hawke's Bay District $.1 M 111 $960 0 .1 
Grey District $.03 M 33 $910 0.1 
Southland District $.02 M 139 $170 0.0 
Timaru District $.03 M 200 $150 0.0 
Average $7.4 M 840 $7,690 1.0 
Source: Urban Economics 
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Figure 2: Development Contribution Benchmarking by Local Authority 
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The following assesses the impact of the proposed increase in development contributions on the 

commercial feasibility of greenfield housing development. This is a requirement of the NPS-UD 

which requires sufficient feasible capacity to meet demand, for a range of house types and prices, 

and the RMA, which requires sufficient feasible capacity to meet the needs of the population over 

the short, medium and long term. 

A particular concern that arises is the impact of a potential down-turn in the housing market, with 

lower house prices reducing the profit margin for developers, and potentially resulting in new 

housing construction becoming uneconomic if the greenfield development contributions are set at 

an unusually high level. This is assessed in the bottom table. 

The following figure assesses the impact of a range of development contributions on the price of 

lots and dwellings on the value of greenfield development land in Hamilton, for a range of 

development contributions values ($30,000 - $100,000). 

Development contributions are shown in the top row. All other costs and revenues are shown for a 

$800,000 dwelling (figure 3) and a $700,000 dwelling (figure 4). This enables dwellings of circa 

170sqm, including three bedrooms and a double garage. 

The residual land value is the amount the developer can pay for raw greenfield development land, 

after all costs and revenues are accounted for. 

The current price of raw greenfield development land is around $500,000 per hectare. If the 

residual land value equals or exceeds this amount the development is commercially viable. 

Under the $800,000 dwelling scenario, which results in a lot value of $360,000, the developer can 

pay up to $50,000 per development contribution to achieve a commercially feasible development. 

If the housing market experiences a downturn over the next few years, which may occur given the 

current international situation, with house prices decreasing to $700,000 (as shown in the bottom 

table), and lots decreasing to $315,000, this would reduce the residual value of land, and the 

developer can only pay up to $30,000 per development contribution to achieve a commercially 

feasible development. 

Under both scenarios the proposed increase in development contributions, to $60,000 - $90,000 in 

greenfield locations, would render greenfield development commercially infeasible. This would not 

meet the requirements of the NPS-UD or RMA which require sufficient feasible capacity to meet the 

needs of the community, across a range of dwelling types, prices and locations. 

More generally, the proposed high development contributions would preclude the construction of 

affordable housing, as th e required sale price of a dwellings would be $675,000 if development 

contributions are set at $60,000 and $815,000 if development contributions are set at $90,000. 

It is also worth noting that while development of $800,000 housing may be feasible for 

development contributions of up to $50,000, it is not necessarily affordable. As demonstrated by 

figures 3 and 4, the more affordable the dwelling, the lower the maximum development contribution 

payable. Enabling affordable 3 bedroom family housing should be a primary aim as 65 -70% of 
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housing demand tends to be meeting the needs of families and most families need 3 bedrooms plus. 

If greenfield land is not available at competitive prices in Hamilton, then demand will shift to the 

surrounding towns, as family buyers seeking their first home will prefer to travel further in order to 

become owners. For this reason, further research is required into the availability and price of 

greenfield development land in Hamilton and the surrounding towns. 
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Figure 3: Development Feasibility Assessment for $800,000 Greenfield Dwelling 

Development Contribution % $30,000 $40,000 $50,000 $60,000 $70,000 $80,000 $90,000 $100,000 

Housing Scenario Average Lot Size (m2
) 450 450 450 450 450 450 450 450 

Dwelling Size (m 2
) 170 170 170 170 170 170 170 170 

Dwelling Value $800,000 $800,000 $800,000 $800,000 $800,000 $800,000 $800,000 $800,000 

Block Information Land Area (m i ) 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 

Less Stormwater Area 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 
Less Roads, Footpaths 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 
Effective Area 6,500 6,500 6,500 6,500 6,500 6,500 6,500 6,500 

Gross Realisation Number of Sites 14 14 14 14 14 14 14 14 
Average Section Price (inct. GST) $360,000 $360,000 $360,000 $360,000 $360,000 $360,000 $360,000 $360,000 
Total Lot Revenue $5,200,000 $5,200,000 $5,200,000 $5,200,000 $5,200,000 $5,200,000 $5,200,000 $5,200,000 

Agents Commission % 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 
Agents Commission $130,000 $130,000 $130,000 $130,000 $130,000 $130,000 $130,000 $130,000 

Legal Fees (per site) $1,000 $1,000 $1,000 $1,000 $1,000 $1,000 $1,000 $1,000 
$14,000 $14,000 $14,000 $14,000 $14,000 $14,000 $14,000 $14,000 

Gross Realisation $5,056,000 $5,056,000 $5,056,000 $5,056,000 $5,056,000 $5,056,000 $5,056,000 $5,056,000 
--- ~ ---

Net Realisation Less GST 15% $758,000 $758,000 $758,000 $758,000 $758,000 $758,000 $758,000 $758,000 

Net Realisation $4,298,000 $4,298,000 $4,298,000 $4,298,000 $4,298,000 $4,298,000 $4,298,000 $4,298,000 

Less Costs Direct Costs 
Development Contributions $433,000 $578,000 $722,000 $867,000 $1,011,000 $1,156,000 $1,300,000 $1,444,000 

Professional & Council Fees 10% $116,000 $116,000 $116,000 $116,000 $116,000 $116,000 $116,000 $116,000 

Other 5% $58,000 $58,000 $58,000 $58,000 $58,000 $58,000 $58,000 $58,000 

Civil Works $980,000 $980,000 $980,000 $980,000 $980,000 $980,000 $980,000 $980,000 

Civil Works Contingency at 10% $98,000 $98,000 $98,000 $98,000 $98,000 $98,000 $98,000 $98,000 

Total Costs $1,685,000 $1,830,000 $1,974,000 $2,119,000 $2,263,000 $2,408,000 $2,552,000 $2,696,000 

Holding Costs 
Interest 7% $236,000 $256,000 $276,000 $297,000 $317,000 $337,000 $357,000 $377,000 

Rates and Insu ranee $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 

Total $246,000 $266,000 $286,000 $307,000 $327,000 $347,000 $367,000 $387,000 

Profit & Risk 25% $1,433,000 $1,433,000 $1,433,000 $1,433,000 $1,433,000 $1,433,000 $1,433,000 $1,433,000 

Total Costs $3,364,000 $3,529,000 $3,693,000 $3,859,000 $4,023,000 $4,188,000 $4,352,000 $4,516,000 

Residual Land Value $/hectare $934,000 $769,000 $605,000 $439,000 $275,000 $110,000 -$54,000 -$218,000 

Deve lopment Land Value $/hectare 
-- --- --

$500,000 $500,000 $500,000 $500;000 $500,000 $500,000 $500,000 $500,000 

Feasibile Yes Yes Yes No No No No No 

Source: Urban Economics 
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Figure 4: Development Feasibility Assessment for $700,000 Greenfield Dwelling 

Development Contribution % $30,000 $40,000 $50,000 $60,000 $70,000 $80,000 $90,000 $100,000 
Housing Scenario Average Lot Size (m2) 450 450 450 450 450 450 450 450 

Dwelling Size (m2) 170 170 170 170 170 170 170 170 
Dwelling Value $700,000 $700,000 $700,000 $700,000 $700,000 $700,000 $700,000 $700,000 -- -

Block Information Land Area (m2) 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 
Less Storm water Area 1,500 1,500 1,500 1,500 1,500 1,500 1,500 1,500 
Less Roads, Footpaths 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 
Effective Area 6,500 6,500 6,500 6,500 6,500 6,500 6,500 6,500 

Gr oss Realisation Number of Sites 14 14 14 14 14 14 14 14 
Average Section Price (inc!. GST) $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 

Tot al Lot Revenue $4,550,000 $4,550,000 $4,550,000 $4,550,000 $4,550,000 $4,550,000 $4,550,000 $4,550,000 

Agents Commission % 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 
Agents Commission $114,000 $114,000 $114,000 $114,000 $114,000 $114,000 $114,000 $114,000 
Legal Fees (per site) $1,000 $1,000 $1,000 $1,000 $1,000 $1 ,000 $1,000 $1,000 

$14,000 $14,000 $14,000 $14,000 $14,000 $14,000 $14,000 $14,000 

Gross Realisation $4,422,000 $4,4?2,000 $4,422,000 $4,422,000 $4,422,000 $4,422,000 $4,422,000 $4,422,000 

Net Realisation Gross Realisation les GST 15% $663,000 $663,000 $663,000 $663,000 $663,000 $663,000 $663,000 $663,000 

Net Realisation $3,759,000 $3,759,000 $3,759,000 $3,759,000 $3,759,000 $3,759,000 $3,759,000 $3,759,000 

Less Costs Direct Costs 
Development Contributions $433,000 $578,000 $722,000 $867,000 $1,011,000 $1,156,000 $1,300,000 $1,444,000 

Professional & Council Fees 10% $116,000 $116,000 $116,000 $116,000 $116,000 $116,000 $116,000 $116,000 

Ot her 5% $58,000 $58,000 $58,000 $58,000 $58,000 $58,000 $58,000 $58,000 

Civil Works $980,000 $980,000 $980,000 $980,000 $980,000 $980,000 $980,000 $980,000 

Civil Works Contingency at 10% $98,000 $98,000 $98,000 $98,000 $98,000 $98,000 $98,000 $98,000 

Total Costs $1 ,685,000 $1,830,000 $1,974,000 $2,119,000 $2,263,000 $2,408,000 $2,552,000 $2,696,000 

Holding Costs 
Interest 7% $236,000 $256,000 $276,000 $297,000 $317,000 $337,000 $357,000 $377,000 

Rates and Insurance $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 

To tal $246,000 $266,000 $286,000 $307,000 $327,000 $347,000 $367,000 $387,000 

Pr ofit & Risk 25% $1.253,000 $1,253,000 $1 ,253,000 $1,253,000 $1 ,253,000 $1 ,253,000 $1,253,000 $1,253,000 

Total Costs $3,184,000 $3,349,000 $3,513,000 $3,679,000 $3,843,000 $4,008,000 $4,172,000 $4,336,000 

Residual Land Value $/hectare $575,000 $410,000 $246,000 $80,000 -$84,000 -$249,000 -$413,000 -$577,000 

Development Land Value $/hectare $500,000 $500,000 $500,000 $500,000 $500,000 $500,000 $500,000 $500,000 
N ___ 

Feasibi le Yes No No No No No No No 

Source: Urban Economics 

7 



, (,\ ~I, ., 
l. 

. ", 
", ", ~ .. \ 

, , '., 

Legend 

~ LGOIMA 20043 parcels 

-- Rail 

L -~ City boundary 

(~ ,', Existing reserves 

Waterways 

Hamilton City COL Ineil 
Te kaunihera 0 Kirikiri roa 

Developer Ready 
_ Developer Ready Residential Land Nm'/ 

Developer Ready Residential Land Years '1 to 3 

_ Developer Ready Residential Land Years 4 to 10 

,'. 

~\, :~ " , \. 
. ;,. , ~ \ : 

. '"" 

GIS & CADS ervices Develope r Ready and LTP 1-10 Years Land Availability August 2019 
£'<!CU".IU W~'. tI :r.\ "=<"1 t.l fCO", '<I~"c','<-'" :1",':-11.-" \; I~ ! <l'~ '"<~'.1'" ·, I'ec", '<·ucl ! ~ " ' :<nll " . I UI"' ':o~C I 'C .... ·<-I .. !"Olt.ll~·< f:' "f ",\u .kll.I~ .. ,r, t'''-i.e'. ' ;<'lt ,,~.,,: •• ., .. ·.1·., .. "' '' ,.~ .. : .. 
0;:«"'''' <c· •• : .• '_I·-l',' ,"."J cr -\U"tC~ ".,., ' rc,..."h ... ,. of It, d ",. o!..: ' J . "."'" 1" -J • ""''''''. ' :( "rec CI ot' ., ~~ . 

" 

}! 


	Submission
	Appendix A
	Appendix B
	Appendix C
	Appendix D
	Appendix E
	Appendix F
	Appendix G
	Appendix H

