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Abstract

A shortage of affordable housing is a major probierAustralia today. This is mainly
due to the limited supply of affordable housingttisgorovided by the non-government
housing sector. Some private housing develomsdhse provision of affordable
housing for lower income people as a high risk gtnent which offers a lower return
than broader market-based housifigne scarcity of suitable land, a limited governine
‘subsidy’, and increasing housing costs have notided sufficient development
incentives to encourage their investment despéeitisting high demand for affordable
housing.

This study analyses the risk management proceshicted by some private and not-
for-profit housing providers in South East Queend)and draws conclusions about the
relationship between risk assessments/responsgsaahdxperiences. In-depth
interviews of selected non-government housing mlerg have been conducted to
facilitate an understanding of their approach $& essessment/response in developing
and in managing affordable housing projects. Tlieselopers use an informal risk
management process as part of their normal buspresess in accordance with
industry standards. A simple qualitative matris baen used to analyse probability and
impacts using a qualitative scale - low, medium laigdh.

For housing providers who have considered investiragfordable housing but have not
yet implemented any such projects, affordable hgudevelopment is seen as an
opportunity that needs to be approached with cautithe risks associated with such
projects and the levels of acceptance of thesaa@reonsistently identified by current
housing providers. Many interviewees agree tharéicognition of financial risk and
the fear of community rejection of such housinggets have restrained them from
committing to such investment projects. This stadggests that implementing
improvements to the risk mitigation and managenframework may assist in
promoting the supply of affordable housing by navernment providers.
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1. Introduction

Housing affordability is a growing problem for lomiecome groups in Australia. An
increasing demand for housing has led to risingse@nd rental prices and to a
consequent decline in housing affordability. listtontext, affordable housing is the
term given to that part of the rental and home oglmnip market represented by lower-
income groups (the bottom 40 per cent of househwjascome distribution)
(Department of Housing, 2005). Affordable hougimgviders need to consider
“appropriateness of the dwelling, housing and donig, tenure choice, location of
housing, quality of environmental planning and gesind cost” as well as, the income
status of home owners/renters (Department of Hgu&005). Despite the rising
demand for affordable housing, this area has nen Iseen as being “commercially
viable” for housing developers, and there has lheated investment in this area by the
non-government housing sector.

Investors will generally expect a higher returnddnigher risk project. Affordable
housing is expected to provide lower returns thanket-based housing, whilst
incurring a similar or higher risk (Miles, Bereripli, & Weiss, 2007). The increasing
scarcity of land and rising building costs aretertdisincentives (Residential
Development Council, 2007). Risk management hasetbre, become important in
such low-return investments.

The Australian Standard defines risk as “the charfic®mething happening that will
have an impact on objectives”. (Standards Austiaiéandards New Zealand, 2004, p.4).
Risk can also be defined as the uncertainty of futtiie events that might influence the
achievement of one or more objectives such asrtengsation’s strategic, operational
and financial objectives (Hillson & Murray-Webst2007). While the negative aspects
of risk are usually emphasised, risk managementatsmyproduce positive
opportunities for developers (Webb, 2003). Thiglgtdefines risk as the uncertainty of
outcome which may have a positive opportunity oegative effect on project
objectives.

This study follows up on a preliminary report oe tlesults of stakeholder interviews
which were conducted by this author (Susilawati 8s2Wage, 2004). Thiseport
recommended the establishment of effective patiesdetween various affordable
housing providers as a method of achieving the sustessful delivery of such
housing. The aim of this study is, thus, to anabyse to describe the risk management
processes conducted by affordable housing provideé8suth East Queensland. In-
depth interviews of non-government (private andfoofprofit) housing providers have
been undertaken to assist in understanding theass&ssment and response processes
employed by these providers when developing andagiag affordable housing
projects in partnership with other stakeholderswHloey identify major risk factors,
how they assess and respond to these, and the wdtiine relationship between these
processes and past experiences will also be expiothis paper.



2. Risk management in affordable housing developméand management

Risk management is ‘an iterative process consistirwgell-defined steps, which, when
taken in sequence, support better decision-makingegses by contributing greater
insight into risks and their impacts’ (Standards#alia/Standards New Zealand, 1999,
p.iii). Most definitions of risk management relédethe process of identifying, and of
analysing the likelihood and impact of risk, of kaxaing it, of dealing with it, and of
monitoring and communicating information aboutiin & Bejaj, 2000, p.38). See
Figure 1.

Risk management should be integrated into ‘theoghpphies, practices and business
plans’ that make up an organisation’s culture @itl, 2002, p.241; Standards
Australia/Standards New Zealand, 2004, p.v). Riskagement requires human
judgement at thendividual, group and organizational levels (Hiltls& Murray-
Webster, 2007). Hillson suggests that project garamanage risks ‘continuously,
both consciously and unconsciously, though rangsyesnatically’ (Hillson, 2002, p.
240). Figure 1 below, shows how risk managemegiris with the establishment of
context, proceeds to risk identification, and th@nsk assessment or analysis, and
finally, to risk response and mitigation

— Establish®

E
Z
S v =l | 3
2 | Identify riske  [SRE o
@® + ) -
L X .0 =
T | Analvse risk__ [$= ©
< J 7 2
2 = |5
c > Evaluate risk X" S

)
O =
O o

A4
< » Treatrisks ——

Sl

Figure 1. Risk management
Source: AS/NZS4360:2004, p..9

After identifying risk types and categories, thdwing risk assessment processes are
commonly utilised:
1. Risk assessment related to likelihood (Low, Medaumiligh) and to
consequences (Low, Medium or High),
2. Risk ranking based on financial impact and desompt
3. Risk exposure is the multiplication of impact vaarel the probability of
occurrence
(Robinson, 2006; Webb, 2003)

Past experiences of risk may affect a develop@atksresponse strategies. Many
respond to risk by having contingencies for riskigaition. This might include sub-



contracting the work to transfer risk, or the pash of insurance. Others might just
accept the risk (Hillson & Murray-Webster, 2007;IMa, 2007).

A risk management policy is usually created to falfynidentify and to manage the
risks of events that may have major implicationstii@ organisation. The areas of
impact of these events may be varied, and candediisks associated with finance,
human performance, tenancy management and reput8tich risks may impact on the
organisation, staff, tenants and/or on variousettalders (Robinson, 2006).

The tools most commonly employed to measure ss&ls include qualitative
techniques (Elenor, 2006). Webb (2003) calleddNéselihood and consequences'
tools and Melton (2007) described them as 'proltglaihd impact analysis' tools. The
quantitative measurement of probabilities or likebds is difficult, particularly where
such probabilities are low. For this reason, prdtgligor likelihood) will be defined in
this study by the ‘low, medium and high’ qualitatigriteria. The consequences of risk
can be measured by both quantitative and quaktagehniques. Financial
consequences are easily measured in terms of falampacts on the organisation.
Non-financial consequences may include the failarachieve a desired outcome for a
tenant, employee or stakeholder. Table 1 showguhétative risk analysis matrix.
Categories of risk evaluation shown in this tal@ty are in the low/medium/high risk
range.

Table 1. Qualitative Risk Analysis Matrix

Low Medium High
Consequence Consequence Consequence
High Likelihood M H H
Medium Likelihood L M H
Low Likelihood L M M
Source:Elenor, 2006, p.26
Key:
A. Likelihood
Low Over the long-term, an event is consideredyilke occur very infrequently in the normal

course of activity;

Medium When an event is not expected to take platee short to medium-term, and its occurrence
over the long-term is reasonably probable; and

High An event is reasonably likely to occur in 8fert- to medium-term.

B. Consequence

Low Minor impact, inconvenience, frustration or Idéwancial consequence;

Medium  Impacting in a reasonably significant walyupon a number or parties. Includes financial
loss that may impact upon the resources availalti@dt to a major extent; and

High - Impacting in a significant way, or upon anmher of parties. This includes financial loss that
may impact to a major extent upon resources, shathectivities may have to be curtailed.

C. Risk

H: High risk Immediate action and/or senior managenattention is required
M: Medium risk Management responsibility must bedfied; and

L: Low risk Management by routine procedures tuieed.

Source: Elenor, 2006, p.25-26



Risk Management for Community Housing concernsctive functions of affordable
housing providers. These functions are: land peroent; housing development; asset
management; property management; tenancy managesmeilntommunity building
(Bisset & Milligan, 2004). A similar focus for rigkhanagement can be also found in the
broader rental market, where low-income peoplda@ed to find alternative
accommodation due to the lack of affordable housing

The main goal of any private organisation is to mmse profits by maximising income
whilst minimising costs. The main income fromtedriees in the broader rental
housing business is derived from property whicm&ntained in good condition. The
main operational costs of such rental housingtates, maintenance works and repairs.
The major goals of the managing agent are to maeimantal income whilst

minimising maintenance costs. These agents widldde to minimise their business risk
if they can select good tenants who usually pay tit@minated rent on time, and are
willing and able to take good care of the prop€8iyort, Seelig, Warren, Susilawati, &
Thompson, 2008). The process of tenant selectisralsirong focus on selecting a
tenant with the ability to pay the rent (a goodafinial capability) and the ability to care
for the property (a good rental history). In a leacancy housing climate, many agents
are reluctant to include many low-income tenantheir preference listing process in
order to minimise the risk to them of rental arse@hort et al., 2008).

3. Methodology

This study is based on data collected from a sefiegerviews conducted in South
East Queensland from October 2007 to February 200@se interviews focussed on
the risk management process during the implementati affordable housing projects
and subsequent associated management phasesitdieivs sought to identify
challenges and associated strategies for risk msatmn which particularly require
stakeholder partnership arrangements. The int®ege comprised major stakeholders
who are participants in an affordable housing pitexs’ organisation which develops
and/or delivers services for low-income tenants.

The interview contacts were obtained via a snowsdaahpling technique (based on
referrals from initial interviews), which was ustedidentify related affordable housing
providers in both the private and in the not-foofgirorganisations. Affordable housing
developments are considered a ‘new’ initiativelfoth groups and are also a relatively
‘new’ initiative for State and Local Government laattities in Queensland. This
researcher found that the major stakeholders tetudkelep in close contact with one
another, whether working collaboratively or indegently. This, then, facilitated the
inclusion of all the major players via this ‘snowHbsampling process.

Nineteen interviewees who work for ten not-for-firahd six private organisations, and
who have direct involvement in developing and mamgagffordable housing in
Brisbane and surrounding region (beyond the Brisk@ity Council) in South East
Queensland (see Table 2 - Profile of Intervieweese selected for interview in this
study. Themes mentioned by several interviewedguer having different roles within
the same organisation were combined to give ondtres each organisation contacted.



Table 2 also details the distribution of ‘not-falfit’ versus the ‘private’ organisations
which were surveyed.

The qualitative data for this study has been aealysing NVIVO. NVIVO software is
used for the thematic analysis (identifying thenoésssifying similar themes into the
same category, calculating and tabulating the numberganisations that have
mentioned them) to find the main issues suggestateinterviewees. ldentified
themes have been divided into two sections fornteyp- affordable housing
developments and affordable housing managemeantifetd themes have also been
categorised as one of the main themes in risk neanagt. These include: risk
identification; risk assessment; and, risk respsifgsk management strategies). In
addition to the interview questions, intervieweesevasked how risk management was
conducted within their organisation (see Tablel8dt all interviewees have actually
implemented affording housing developments. Twoewecluded in the interview
process on the basis that they were actively aimglysew projects with a view to their
participation in this area of development.

Table 2. Profile of Interviewees

Organisation Interviewee No. of Gender
Organisations
Not-for-profit 13 10 5 Male 8 Female
Private 6 6 3 Male 3 Female

4. Analysis and discussion of interview results

Risk management is conducted mainly as an infopradess by each organisation (see
Table 3). While this is specified as part of tretandard operating procedures, not all
organisations have a formal risk management akdemgistration process, or an
appointed officer to plan, to conduct, and to mamihe risk management process in
their organisation. Some organisations (6) underfakmal risk assessment for every
project, but most (10) conduct risk assessmentnmddly using a qualitative
probability-impact matrix as part of their corp@aolicy. If the organisation's main
goals are delivering affordable housing which i®eéadelivered under a government-
subsidised program, then this organisation willeheovhave an formal risk management
process as part of their accreditation procedure.

One company stated that they would identify projestts via a three-stage process
which consisted of a consideration of the risk ng@maent matrix, which was then
followed by a due diligence and risk assessmeintysthis company conducts informal
risk identification in the due diligent process,@aying constraint analysis (Strength-
Weakness-Opportunity-Threat (SWOT) format), and al®perty, market and financial
analysis. This internal process has a very importaa in this company’s decision-
making, for they hold that it is better to cangsky projects at an early stage.

Only two organisations have a formal risk assessmr@tess that is applied after the
initial ‘due diligence’ process. One of the not-fwofit organisations has a full-time

risk management officer. His role is to ensuré tha organisation's policy complies
with current government legislations and accreiditest This formal process aims to



ensure that the organisation's reputation willbeaffected by any proposed
development. This particular risk assessment gorsepart of this company’s standard
operational procedure (SOP) and it is supported bymputerised risk register database
and by a monitoring system.

Table 3. Risk management experiences by numbegaheations

No | Description Number of not- | Number of private
for-profit organisation6 )
organisatiorn10)

1 | Conduct risk management

- Formal risk management 6 0
- Informal risk management 4 6
2 Have experience of developing or 10 4

managing ‘affordable housing’

3 Have partnership(s) to deliver or 10 3
manage ‘affordable housing’

4 Risk experience related to tenants:

- unable to pay rent (bad debt)

- property damage

- high turn-over of tenants (vacancy)

- reluctance to take low income and
high needs tenants

Wk OO
Wk EFP A

5 | Rental fee charged:

- discounted market rent

- income-based rent (for public and
community housing)

~ o
o w

Affordable housing management is thought to be@atad with a higher risk than
private real estate management because of bad @é&pihigher turn-over of tenants
(higher vacancy levels) (2) and because of a highkof property damage (7). Some
interviewees (6) mentioned their reluctance to @keisks associated with renting to
low-income households, and especially, to thosk sgiecial or more complex needs.
Since most (11) of the affordable housing providsisrental payments based on a
discounted market-based rent rather than on indemsed rent as paid in public
housing, the rent default rate may be higher infohnmer situation As one interviewee
observed “You can expect there will be a probleitin\paying the rents, with property
damage, and with anti-social behavioural problerivkich of the problems are not,
however, caused by the tenants themselves butdogiases of the tenant. An over-
crowded house can develop problems of hygiene areksive noise, and this has the
potential to lead to property damage. On-site-takers or pseudo on-site management
has helped to reduce such risks for some properties

Most organisations studied (13) have partner(sletver and to manage the affordable
rental/ownership housing. In general, an orgainsateeds to assess the viability of the
investment and to evaluate the partnership selegtiocess for any property
development/investment decision. An organisatidhhave to meet not just this
investment and partnership criteria, but also ¢leation and cost criteria for affordable
housing criteria as defined by the Queensland Deyasat of Housing. This requires
that affordable housing should be “well locateddlation to places of employment and



to the range of services, facilities, communicatod transport networks required to
meet other household needs.” It is also criticaiiportant, as one interviewee declared,
that “we have a good design, a good location, a gdfmrdability, a good social mix

and, are not creating a ghetto”.

Decisions regarding affordable housing investmewvétbpment can, thus, be
represented as a three part process by this reéseardiagram in Figure 2 below.
These decision-making criteria are interconnectetimay impact total cost of
providing affordable housing for lower-income pempiThe first criteria, location and
cost of affordable housing criteria, (which arelgggbin each affordable housing
project) has already been discussed above. Theigsaie in the second criteria, that of
partnership criteria, is an inequity level amongmears because of the associated
financial risk, for as one interviewee noted “itngportant to share a common value and
have the right affordability mix in each projectAnother interviewee stated that a
partnership is not an easy situation to managelaatdt is like having “too many cooks
in the kitchen”.

Investment criteria

Corporate

Affordable housing criteri Partnership criteria

Figure 2. Interconnection between decision-makimgria related to risk assessment

Even though the affordable housing project is atergd a risky investment, some
projects have been engaged in due to the new partnest in the existing capability of
the main partners. Strategic partnerships can, awergbe formed in which each
partner has his/her own unique role. This mighbive a developer wishing to invest in
a viable project in partnership with a not-for-prafrganization who will manage the
development in the interest of producing a goodas@titcome. Several interviewees
(8) referred to the benefits of forming such sgat@artnerships. Two specifically
referred to the desirability of analysing partngrgrojects on the basis of “partnership
reputation and performance of other developmenkivor

The third criteria - investment criteria, in Figlteoncerns the Corporate Policy of the
involved organisation. This involves the orgati@ds economic, social, political and
legal investment criteria where:

* Economic criteria is related to maximised retutosninimised costs and to
resource availability;
» Social criteria is to provide a roof over heads;



» Political criteria is the level of community and ket acceptance through the
development approval process; and
» Legal criteria is compliance with required legisdatand appropriate accreditation.

The interview results for identified risk managemgemes have been collated by
number of organisations and these are display@dlite 4 and Figure 3 below. Risk
types and levels described by the housing providave already been reported in Table
4. The comments on different themes in these tabfésct differing roles of the
interviewees in development or in management.

Nine organisations stated that affordable houssngpi a preferred property
development and, therefore, that they had hadvierdged its market risk. The physical
features of affordable housing are not those predeny the community seeking
accommodation. These include medium to high dgdsivelopment, smaller room
sizes and limited carpark facilities in multi-urgsidential developments. The limited
legal rights to the use of the land such as cawwdend covenants which enforce the
land have to be used for affordable housing fdeadt 10 year, will also influence the
property value.

Some housing providers (2) have considered invgstimffordable housing but have
not yet implemented any new development and affdedaousing development is seen
by these as an opportunity to be approached wittiama Many participants agree (9)
that fear of financial risk, community rejectiondatievelopment approval risk have
dominated their current hesitation in entering imsty investment projects. The
increment of development and maintenance costalsmemajor risks stated by 15
organisations in project level (see Table 4).

Figure 3 below categorises the three levels ofinskffordable housing development
and management - the project level, the corpoeatel and the partnership level. All
participants have nominated financial risk as aomepnsideration at all these levels. .
Although risk of litigation also is considered te bqually important, the interviewees’
were concerned about this mainly at the corporatell In selection of partner(s), the
reputation of the partner becomes very importathénselection of a new partner and
this is seen to have the greatest impact at th@ocate and project level.

Risk |
Project Corporate Partnership
—| Financial | Financia | Financia
—| Community/pditic | Legal/litigatior Reputatiol
— Development/delivef Human resourci Relationshi|
—| Product/ market|

—| Tenant |

Figure 3. The main risk categories at the projmtporate and partnership levels



Table 4. Identified risk management themes by misgdion

profit management
organization
Low risk for ‘working

poor’ or key workers

Themes Risk | Affordable housing | Affordable housing | Not- Private
development management for-
profit
Financial High Delay and cost increment Profit loss and require 4 2
risk Diminishing surplus from cross subsidy from other
L other project portfolio
g Litigation/ | Med Not comply with Not comply with 5 1
2 | |egal risk legislation, planning, legislation (e.g. RTA) and
o building, other regulation accreditation
O Human re- | High Limited staff experienceg Limited staff experiences| 4 0
sources risk and expertise (board and and expertise
executive)
Reputation | Med Working with partners | Working with partners 1 1
risk who have limited who have experiences in
2 experience but have gogdmanaging housing
S ‘personal’ reputation
E High | Working with partners | Working with partners 3 1
= who have unsuccessful | who have bad reputation
D‘\f project(s)
Relation- High | ‘Too many cooks’ 1 1
ship risk inequity level of Inequity level of
partnership partnership
Product Med Not preferred product: | Poor maintain property | 6 4
design/ Medium to high density | (existing stock)
market risk Less carpark Non favourable product
Smaller rooms (see affordable housing
Land covenant/ second | development column)
mortgage Market ‘low’ acceptance
Community | High Community rejection: not High criminal 5 4
risk in my backyard Bad suburbs/ experience
(NIMBY) Low community supports
Political Med | NIMBY NIMBY 4 0
risk Limited incentives
Develop- High Planning constraints ‘refurbishment’ 5 4
ment Planning tf>onus with lang
covenant for 10 years
a_.pproval Community consultation
= risk
2 | Funding High Lose government funding Lose government funding 3 2
E and Debt service ability
. . Low Loan to Value
f|_nanC|aI (LTV)
risk Interest rates increase
Delivery/ High Development risk Tenant selection 9 6
procure - Increment of delivery Tenant mix/ allocation
ment risk cost Maintenance and repairs
Cost risk High | Cost increment management cost higherg 6
than market housing
Tenant risk | High | Tenants stigma Tenants stigma, low 3 4
reliability of income
‘Unhappy’ tenants
Low A given risk for not for 4 3
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Table 4 above shows the divergence of views byvid@ees towards risks associated
with reputation and tenants. The reputation rssigsociated with the reputation of
partners. Since many partners lack experiencéandable housing developments, this
judgement will be made on the basis of reputatedated to the handling of other
projects. This difference of opinion (High - 4 ses Medium - 2) is one of degree only.
The interviewees were divided also, over the ridfkattracting stigma associated with
affordable housing tenants. This difference of apirwas marked (High - 7 versus Low
- 7). This reflects the status of the project digpers. Not-profit-organisations
accepted the risks associated with low income tsmaore readily than did private
developers, since these organisations have had emtersive experience in managing
community housing which targets low-income tenamd those with special needs.

Housing providers (4) mentioned that the currenegoment incentives for providing
affordable housing are not very attractive. Tesaeding affordable housing are not,
themselves, empowered to attract an additionallguphe risk adverse attitude of
most stakeholders works to hinder the implementatifocollaborative affordable
housing projects. A list of organisational riskpenses including risk transfer,
acceptance and minimisation are given in Tablel®eThis table lists risk minimising
strategies adopted by housing providers.

Some risks have been transferred at the projeet tevother stakeholders via: the
purchasing of insurance (6); and the sub-contrgaiirt as fixed term developments to
other builders (3); by retaining a tenancy bond ¢4, by selling the completed
development to other institutional or financial@stors (6). The normal insurance that
the project will need is liability insurance, cansttion insurance, building insurance,
and landlord insurance to comply with financial aadulatory requirements. For a
financier, the value of land in a good locationlwdver the bulk of the loan amount as
it has a lower loan to value (LTV) ratio than degsroader market-based housing
development. Some housing providers (4) acceptenpal loss of income by
budgeting for contingency costs and vacancy allesan

A risk reduction strategy suggested by interview@gss the targeted selection of
affordable housing tenants from ‘low to moderatime’ workers in key areas - such
as teachers, police, or nurses. Such key workagsnot be eligible for public housing
but will still be finding it difficult to find housg which costs less than 30 per cent of
their income. Some organisations (3) additionatlange a direct debit on renters’
incomes via CentreLink’'s Pay Management Systenmsoie that the rents get paid on
time, and also arrange a complaint mechanism, g regular property inspection
system in order to minimise property damage risk.

Although some housing providers (8) have transtesame of the risk (see Table 5),
they did not mentioned this as part of a risk managnt strategy since it is part of their
business process. As mentioned earlier, the lieti@aluation process is very important
for minimising risk at an early stage. Some orgations (7) state that experienced
executive and board members have an importantiralee selection of a good location
for affordable housing development. The plannedipdgement meeting and other
initiatives by Urban Development Land Authority (UB) approach in Queensland has
been recognised by local government and the sudvesganisations as valuable
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initiative for reducing delays in the developmepproval process. Two organisations
indicated a favourable response for such an inigat

Table 5. Risk responses utilised by organisations

Risk Transfer Accept Minimise
Location risk — Valuation and board review,
site acquisition selection of good location (7
Product Market segmentation for key
design/ market workers (5)
risk
Community Not ghetto, mixed housing (6
risk
Government Managing councils’
supports and expectations (3)
political risk
Development Pre-lodgement meeting
approval UDLA'’s (Urban Development
(planning) risk Land Authority) approach (3)
Funding and | Sell to The financier minimises the
financial risk | investor(s) risk by low loan to value ratio
(6) (LTV) to improve service
ability for loan payment (2)
Delivery/ fixed Contingency Fixed construction contract
procurement | contract Q) and contingency (3)
risk (2) Strategic partnerships (5)
Cost risk Insurance | Contingency Planned and fixed cost
(2) (1) contracts (3)
Tenant risk Rental bond Stigma,bad debt| Centrelink direct debit facility
4) damage and (3)
social behaviour| Rental bond, community club,
problems tenant selection process,
Contingency (4) | tenant educational programs
(5)
Business risk Rental bondl, Management system
insurance (4 (2)
Reputation risk Select reputable partners (2)
Relationship Strategic partnerships with
risk tenants’ support providers (far
special needs) (8)
Human Staff retention program,
resources risk building capacity, diversifying
company employment
structure 4)

Note: Number of organisations (combined not-forfipeind private organisations) is
noted in Table 5 above in brackets.
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While this study has found that low income housdsalill be included in the selection
process, it also has found that the housing prosidey prefer to select tenants with
higher incomes in order to reduce their risk. Eh@ganisations’ tenant selection
process uses a similar but ‘more thorough’ protess does as the broader market-
based housing and includes such things as chetikengpplicants’ tenancy history,
applying an income affordability check, and intewing the potential tenants after
reviewing their application form. This helps totigate the higher risks associated with
these lower income groups. More effort is made artgntly, to achieve a good mix of
tenants for a property, and to match the propertia¢ tenants’ needs. Careful tenant
selection and allocation will ensure financial susbility for the project and will
reduce the likelihood of disturbances.

Many organisations (5) also emphasised the impbrtd@ of housing providers in
educating tenants to empower their own economiatmdify thus reducing the risk of
incurring bad debts. Some identified areas for atlas as money management, a
property-care program, employment pathways, armhs@ hese programs help tenants
to improve their current financial situations, tlarabling some to be able to move into
the open housing market. Some of these prograthbemilelivered by the community
club in affordable housing complexes. At Kelvino& Urban Village (KGUV), the
community hub in the village has been used fored#int activities associated with
family fun, ‘education’ and arts. Not-for-profitganisations and private managers (such
as real estate agencies/developers) have thuseckthe perceived risks associated with
the provision of affordable housing by establishétrgitegic partnerships. Ten of the
surveyed organisations responded favourably tafeinie of risk minimisation. Some
survey organisations (8) also referred to needingéovide additional support to tenants
with special needs.

All organisations indicated support for governmiaittatives in this area of providing
affordable housing. Support for the provision wbsidies and indirect funding through
improvements to the supply of land and to planmmeghanisms, as well as, for
improved risk mitigation efforts was mentioned whs suggested that: the government
could provide assurance as safety net for housioggers and financial institutions;

the government could offer a ‘safe investment’ gnége similar to government bonds
in order to generate an increased supply of affdedhousing; and that a formalised risk
management process could include the developmentisk register. Such initiatives
would help to attract more investors to the pransof affordable housing which would
then be seen as a more ‘manageable though dtiyt rrs/estment.

5. Conclusions

The majority of housing developers/providers thatennterviewed were not found to
be using a formal risk management process in guajgect selection and
implementation. Many considered that their norinadiness practice included an
adequate informal risk management process. Asdrsiry standard, a simple
qualitative matrix is utilised at the organisatibleael to analyse risk probability and
impacts on a qualitative scale (low, medium andhhidoue diligent is used in the
development stage to filter the viable projectsifigplementation, and finally, an
informal risk assessment process is normally uselde selection of strategic
partnerships and in the selection of appropriabspective tenants.
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The provision of affordable housing developments thieir management have, so far,
been seen as ‘risky’ investments. Not only hawehgrojects had to meet the
affordable housing project criteria but also, hbad to meet organisational partnership
and investment criteria as well. The identifiezka have been categorised under three
level of risk in affordable housing development amahagement. These are: the project
level; the corporate level; and, the partnershieli¢see Table 4). Private organisations
are more concerned with the financial risks assediwith the provision of affordable
housing. This concern is focussed on the impatite@ttigma associated with lower-
income tenants and their association with afford&lglusing. These are thought to have
an impact on the long-term sustainability of theestment at both the operational, as
well as, at the disposal stage. This has led n@asgek active strategic partnerships
with community-based organisations to mitigate ttgk. By contrast, not-for-profit
organisations who have had more experience withit@eme groups and in managing
community housing, have a slightly different atiéutoward tenant risk. They generally
accept it as a given risk, form strategic partnesstvith tenant-support providers, and
then minimise it by budgeting for it as a continggrost.

A well-managed community housing organisation witlormal risk management
strategy is, clearly, in a strong position to aftqarivate investors as partners in
supplying affordable housing. Recent Governmetetrientions, such as through
planning schemes and policies within the Urban LRadelopment Authority (ULDA),
and new initiatives, such as tax incentives devedaprough the National Rental
Affordability Scheme (NRAS), will assist in provitj more certainty for housing
providers and this will significantly reduce suclvestment risks. The surveyed
affordable housing organisations hope that suaruentions can be delivered in the
form of grants, and by direct and indirect subsidiad government guarantees.

For housing providers who have considered investirggfordable housing but have not
yet implemented any projects, affordable housingetigpment is seen as an opportunity
that must still be approached with caution. Thentdication of risks and the levels of
acceptance of such risks are not uniform acrossufrent affordable housing provider
community. Many interviewees agreed that the amese of financial risk and the fear
of community rejection of affordable housing haed to a reluctance of housing
providers to become involved in such risky invesitrgrojects. This study suggests that
an improvement to the risk mitigation/managemearnigwork may assist in enhancing
the supply of affordable housing.

Further study is needed to evaluate the effects®né&having a mixed investment
portfolio mix with different types of housing rathaan of just catering for stand-alone
affordable housing projects. This portfolio mixute consist of mixed housing
products, mixed-use housing and commercial devedopsn better strategic partnership
arrangements, the provision of more public infratire, and a wider selection of
tenant groups. The issue of an improved portfolbo amd partnership/tenant challenges
need to be resolved to encourage more investmeitardable housing.
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