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Disclosures

¹ Non -profit housing finance bias

¹ Not the views of QLDC

¹ Stimulate debate on subsidies

¹People in the photos are not NZôers

¹ Causes of grey hair



ñWe canôt solve problems by using the 
same kind of thinking we used when 
we created themò

- Albert Einstein

Perspective



What problem are we solving?

A lack of quality, secure tenure rental 
housing, professionally managed

¹ At a stable, affordable price

¸Usually, below a market price

¸Often 60% -80% of market price if 
determined by rental return on 
investment



Indicative Price Points - 2006 Census data

Queenstown Auckland Wellington

Moderate Income 76,560$    71,200$         45,900$         

120% of Median

Indicative Purchase Price @9.2% 235,086$  219,678$       146,948$       

Indicative Purchase Price @ 7% 280,598$  262,003$       174,234$       

Indicative Rental Price (pw) 442$         411$              265$              

Low Income 44,660$    41533 26775

70% of Median

Indicative Purchase Price 143,384$  134,395$       91,970$         

Indicative Purchase Price @ 7% 169,932$  159,084$       107,886$       

Indicative Rental Price (pw) 258$         240$              154$              

Capital Value



Capital Value

Costs to construct a unit are greater 
than the affordable rental rates

. . .  How big is the gap?

. . . How to fill the gap?



Capital Value

How big is the gap?

2 BR unit, 65 sqm

Rental return of $200pw = CV $100,000

Cost to build =$130,000 @ $2000 psm

Gap of $30,000

Market Value ?? Say $180,000??

Gap of $80,000



Capital Value

How to fill the gap?

NZ: Housing Innovation Fund

UK & US: alterative finance markets



Features of UK & US Systems

¹ Focus on non -profit delivery

¹ Structured alternative finance 
available

¹ Delivery at scale for efficiency



Who runs the rental housing 

sector?

¸Community based non -profit 
organisations

¸Non -profit housing developers

¸ Private developers



What types of non-profit 

organisations?

¸ Fledgling group, one project, lots of 
energy, little financial resource

¸Mid-size, 5 -8 year old, 3 -4 projects 
completed, growth pressure, capacity 
challenges

¸ Large, financially stable, 20+ projects, 
regional role, increasingly corporate



What are the benefits of non-profit 

óownersô

¸ Local/regional control

¸Capacity building ïlocal business

¸Wider community development 
initiatives

¹Housing + childcare facilities

¹Housing + community facilities

¹Employment training & skills building



Features of alternative finance

¹ Long term ï30 -55 years

¹ Low cost loan funds ï3% -5%

¸ Loans

¸ Bond debt

¹ Equity available

¸ Tax credit equity

¸Government grants

¹Governed by agreements requiring 
affordability for long term



Why marry Non-Profits & 

alternative finance?

¹Gap to fill of $30,000 not $80,000

¹ómarket valueô retained as 
ócommunity capitalô

¹ Focus on cashflow & operating cost 
efficiency

¹Moderate use of leverage

¹ return based on cashflow, not 
capital growth 



Sample Development

¹What kind of business is rental 
housing?
¸Cashflow drives viability

¸Mix of Rents & operating subsidies
¹ determine operating budget

¹Determine amount of LT debt
¸ Usually less than 20% of TDC @ 50%AMI

¸ Can be up to 50% of TDC @ 100% AMI

¸ Alternative capital sources needed for 
50% -80% of TDC



Sample Development



Sample Development
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