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Dear Hon. Nick Smith
SUBMISSION ON THE PROPOSED NPS FOR URBAN DEVELOPMENT CAPACITY

Overview

The Queenstown Lakes District Council (QLDC) wishes to lodge a formal submission on the
Proposed NPS for Urban Development Capacity (the Proposed NPS).

Council supports the Government in creating a national policy framework which connects planning
and economics. We acknowledge the benefit of the NPS direction, however have some concerns that
the Proposed NPS may not achieve its purpose in realising available land supply because it does not
address other economic influences which affect demand, price and availability of land, particularly
landbanking.

Our comments on the proposed NPS therefore focus on those areas in which we see some practical
difficulties; and also highlights where improvements could be made to the NPS (or supporting
legislative framework) to better achieve its intentions.

The main points of our submission are outlined in greater detail below. Attachment A addresses the
specific questions raised in the NPS consultation document. Attachment B provides comments on
specific provisions of the NPS

QLDC requests further consultation with the Ministry in finalising the provisions of the NPS.

Land supply and availability

Whilst not expressly stated in the document, it is understood that the driver for the Proposed NPS has
been the rapidly increasing price of housing across the country, and seeks to resolve this by providing
more capacity via plan enabled (or zoned) supply. However, the provision of zoned land may have
limited effect on whether this land is actually brought to market, or at what price point. It is considered
that even where plan-enabled (zoned) capacity is increased under the NPS, the decision to develop
remains at the hands of the landowner, who may landbank or stage developments for greatest
financial return.

This is evidenced in Queenstown whereby Councils’ dwelling capacity model (which already accounts
for the ‘feasibility’ of development) indicates capacity for 17,000 new sections/dwellings in
Queenstown'’s existing urban areas under the Operative District Plan. However, a review of this data
has found that approximately 80% of this land capable of additional dwellings in Queenstown urban
areas is held by 5 landowners, and is not available to the market. While this zoned capacity exists,

Queenstown has nonetheless seen an increase to the median house price $532,500 to $798,500 in
the past year.



Where QLDC sees added potential benefit from government legislation would be in overcoming
Councils’ inability to control landbanking; and in providing an efficient consenting framework which
minimises time delays and costs.

The prevalence of landbanking in Queenstown is well known, and Council has previously considered
alternative methods to address this issue. As part of the District Plan review, “sunset clauses” were
considered which would remove zoning rights after a defined time period. However, legal advice
raised concerns that this method was not a proper exercise of the Council's functions under the
Resource Management Act (RMA). Council also recently considered via its annual plan process the
ability to impose increased rates on undeveloped rural land that is zoned for residential development.
Again, questions of Council operating outside its powers were raised, and the proposal was
unsuccessful'.

We also highlight that QLDC is currently investigating a potential Master Plan which would provide for
the redevelopment of an area of greenfield rural land on the northern side of Ladies Mile (SH6). While
this process would provide for additional plan-enabled capacity, it is also acknowledged that it may
also take many years for housing to be realised on the ground due to the time (and costs) for
developments to progress under the RMA.

To be effective in providing realistic housing supply, Councils require support by a legislative

framework which enables control of the timing of land release to market; and compels developers to
act.

Responsive Planning

The “responsive planning” outcomes sought by the NPS are not appropriately supported by the RMA
framework (although we note amendments are currently being considered by select committee). The
principles of the NPS could be improved by ensuring the RMA provides the necessary support to
enable Councils to apply alternative methods to tackle issues such as landbanking (such as rates
increases, sunset clauses), and to remove legal instruments preventing intensification (such as
restrictive covenants), without lengthy appeal processes.

QLDC Proposed District Plan

QLDC is currently progressing through a District Plan review process, which incorporates strategic
objectives to provide for a range of housing needs and to improve competition, within the wider range
of issues and objectives the District Plan must address. Our current model indicates that with
intensification enabled under the Proposed District Plan, there would be zoned capacity to provide for
20,000 to 22,000 dwellings within existing urban areas (an additional capacity of 3,000 to 5,000
sections/dwellings enabled under the Proposed District Plan).

The NPS is however divorced from the extensive community and stakeholder consultation and
strategic planning process of the District Plan review. Considering the strong development pressure,
we believe that this process better addresses competing factors, such as efficiency, landscape, public
transport, affordability.

Encouraging the zoning of more greenfields land rather than encouraging the timely release of
already zoned land leads to inefficiencies in council's already budgeted and planned infrastructural
networks, public transport, urban sprawl and a consequent increase in ongoing costs of
living/operation to individuals, communities and the Council. In the Queenstown Lakes area in
particular, urban sprawl would also threaten the environmental basis of our economy - with local,
regional and national consequences.

! hitp://www.scene.co.nz/council-to-drop-landbankers-hike/328974a1.page




Economic wellbeing

The NPS indicates a preference for unrestrained growth, with the potential to result in urban sprawl
where further capacity cannot be easily provided in existing urban areas and already zoned land. This
is at odds with the urban growth management approach of QLDC’s Proposed District Plan, and has
the potential to compromise the amenity of the rural landscape, which drives tourism and economic
growth at local, regional and national levels.

Because Queenstown is physically constrained, there can be difficulty in providing capacity in the
locations where it is demanded (i.e. PD4). Greenfield urban growth may be pushed increasing
distances from existing urban areas, where the land is ‘commercially feasible’ to develop. This can
lead to economic inefficiencies in terms of infrastructure provision, but also overall household
unaffordability (considering, for example, travel costs).

Most urban areas will seek to promote a mixture of growth and intensification and the latter, while
socially and economically desirable in the long run, is unlikely to be attractive to investors where there
are quicker and more certain returns from releasing greenfield sections. The NPS potentially
undermines the ability of urban authorities to drive the density debate, and runs the risk of pushing
more and more marginalised or young communities to the fringes of our urban centres.

We consider that the NPS could be improved by providing an equally strong direction around
supporting high guality redevelopment and intensification, in addition to greenfield availability.

Infrastructure

Due to physical and landscape constraints affecting the locations of urban development in
Queenstown, the need to provide a rolling supply of zoned land may create inefficient and costly
‘pockets’ of infrastructure. The effect of greenfield development necessitating greater travel distances

is difficult to mitigate through public transport in Queenstown due to scale (affecting commercial
viability of the bus service).

Although we acknowledge the recent announcement of the $1 billion infrastructure fund, the NPS
does not appear aligned with the timeframes of the Local Government Act 2002 (LGA).Funding for the
next Long Term Plan process (2018) is essentially confirmed by late 2017; before the first Housing
and Business land assessments would be completed.

Visitor Accommodation (VA)

The NPS does not consider the complexities of analysing and predicting the portion of housing stock
that is used for VA in Queenstown (such as AirBNB). VA not only creates demand for housing (i.e.
landowners/investors are incentivised to build new homes for visitor accommodation), but also
removes the availability of housing stock for the resident population.

We note that QLDC made the decision to withdraw VA from Stage 1 of its District Plan review to
ensure this aspect received the appropriate research and consideration, as the issues involved are
complex. Council’s position on the use of dwellings for visitor accommodation is not resolved.

We are of the understanding that the NPS is targeted at housing supply for permanent residents, and
not for tourism. Under the definition of “sufficient capacity” (which requires provision of an additional
margin of 15% to 20%) accounting for VA/tourism demand may create a level of demand that is
almost impossible to meet.

Therefore QLDC seeks that the NPS, if adopted, is limited to providing capacity to cater for the
resident population only; OR is more flexible in the assessment of such demand. Where capacity
models are required to account for VA demand, flexibility should be enabled to separate out this
aspect of the market from any requirements to increase capacity (i.e. under PD1).



Second homes

Queenstown has a large supply of second homes (or holiday homes) that are vacant for much of the
year, and not contributing to either rental supply or visitor accommodation. This is a separate issue
from VA, but also changes the demand/supply equation and creates a level of demand that the
environment could not sustain under the NPS model. Again, it is considered this aspect of the market
should be excluded from the NPS.

Business versus residential land capacity

Whilst we accept that an understanding of the demand for business land is relevant to the
assessment of the economy and housing needs, the need to provide for business land capacity in the
same manner as residential land capacity is confusing. The definition of “business land” is wide in
application and a responsive planning approach has the potential to result in adverse effects to the
environment. This aspect appears o be beyond the primary intentions of the NPS.

In Queenstown there is currently no shortage of commercial land. Under the NPS umbrelia, there is
the potential for developers to argue that more land should be committed to this use, profiting from the
increased property values of upzoning, to the detriment of housing land availability.

Functions of regional authorities

The need for regional councils to undertake assessments in areas like Wellington and Christchurch
that comprise multiple local authorities within what is essentially a combined metropolitan area could
have merit. However, Queenstown does not share these circumstances because the other
metropolitan areas within the Otago region are separated a significant distance.

MBIE has advised that basis for integration between regional and territorial authorities has largely
arisen due to many of the ‘high growth’ urban areas overlapping a number of territorial authority
boundaries. The Queenstown high growth urban area does not overlap with other territorial authority
boundaries, and no other area within the Otago Regional Council's ambit shares these growth issues.
Therefore we consider that mandatory integration at the regional level is inefficient.

QLDC is best placed to understand the complexities of the local housing market and to undertake
assessments and set targets under the NPS. It is acknowledged that coordination with ORC will
however be necessary to address resource management issues under their ambit, such as natural
hazards, transportation and an integrated approach is likely to be necessary in the development of the
Future Land Release and Intensification Strategy (PD7).

Compliance costs

The compliance requirements of the NPS, as notified, will create significant financial implications for
Council and its community. QLDC is distinct from other ‘high growth’ areas, having a smaller rate
base to fund such compliance costs; and an even smaller rating base actually located within the *high
growth’ urban area of Queenstown/Wakatipu. Council does not currently employ staff with the
expertise to collect and analyse the range of data indicated by the NPS.

Furthermore, the demand for housing to provide visitor accommodation and second homes/holiday
homes has a significant influence on the Queenstown market, and the complexity of analysing this
will add further to the cost.

Currently, the benefit of imposing this cost on the community (including further legal risks and
expenses), over and above Councils current efforts to provide capacity (via the Proposed District
Plan, a possible Master Plan for Ladies Mile, and a number of Special Housing Area’s) is not clear.

Legal risks



In many instances the provisions of the NPS appear wide in interpretation. We assume that this was
intended to enable Councils some flexibility in applying the NPS to local circumstances, but this also
leaves scope for legal challenge.

For example, how would the NPS be weighed up against new subdivision or Plan Change proposals
seeking to provide capacity over and above councils’ analysis under the NPS, or in a different
location? It is expected in these circumstances the NPS itself would be the subject of litigation — in
addition to the method of its application by the Council.

Scope for legal challenge could be reduced where the NPS provides consistent sources of data,
methodology for capacity models, and a consistent format for Housing and Business land
assessments. The methodology for capacity models must, however, have the capacity to deal with
very different environments from highly urbanised Auckland, such as Queenstown.

Summary

QLDC requests further engagement with the Ministry in an endeavour to ensure the NPS provides a
practical and workable policy regime. Should the NPS be progressed, QLDC considers the following
amendments may improve its implementation:

s is limited to requiring regular Housing Assessments only, with discretion remaining with the
Council as to how (and when) it uses this information, based on the needs of the community
(recognising the potential economic risks and inefficiencies of greenfield sprawl under the
requirements of PD1)

¢ remains the responsibility of the territorial authority to set minimum targets and undertake
Housing and Business Assessments where there is no overlapping boundary with other
territorial authorities;

» the scope of the NPS is limited to the Wakatipu basin only, with flexibility to allow Council to
incorporate other areas of the District, if demand patterns change;

e funding is provided to local authorities to limit financial burden to the community, recognising
QLDC's lower rating base and unique issues

e price signal data is collected by central government and provided to local authorities to
analyse;

e provides a consistent ‘high level' methodology/inputs for developing ‘capacity models’; but
recognising the different environments/issues these models need to cover;

e provides a consistent format for Housing and Business Assessments (noting we consider
that Business Assessments should be removed)

¢ incorporates methods to control the timing of land being brought to market;

o excludes the need fo provide “sufficient capacity” for visitor accommodation and second
home demand, therefore focussing on resident population demand only;

s is supported by a legislative framework that enables “responsive” (timely) planning and
provides Councils with the mandate to address landbanking; and

+ provides more direct wording to provide clarity over outcomes sought and reducing potential
for legal risks.



Yours sincerely

/M s Dl
=

Vanessa van Uden
Major, Queenstown Lakes District Council
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www.gldc.govt.nz

Attachment B — Comments on specific provisions of the NPS

Preamble | Question reference to “cities” as more than 30,000 people. Queenstown is not considered to be a
‘city’ and has never been referred to as such.

Definition | Occupation of housing by visitors is impacted by many external factors and is difficult to predict

of over the long term. VA use of dwellings is also influenced by the availability of hotels at a gwen time

“Demand | (Noting that Queenstown is predicted to have a hotel shortfall in 2016/17 of around 2100 beds® ).

@ Definition of “demand” should exclude VA use of dwellings and second homes.

Definition | Request basis for the margins of 15% and 20% applied by the definition of “sufficient”.

of

“sufficien

tl!

Definition | Clarify that the intent of the NPS is to apply only to Queenstown/Wakatipu, and not other areas of

of Urban | the District (eg. Wanaka) that are not experiencing growth pressures. It is requested that scope of

Areal/Seco | the NPS is limited to the Wakatipu basin only, with flexibility to allow Council to incorporate other

ndary areas of the District, if demand patterns change.

Urban Definitions refer to Appendix 2 and Stats NZ. Appendix 2 does not include Queenstown, and Stats

Area NZ present population data for the “Queenstown Lakes District”.

A map would assist in depicting the area to which the NPS applies in the Queenstown Lakes
District.

0A1 The use of the term “effective and efficient urban areas” could also enable infill development and
urban growth boundaries.

OA2 Provision of “sufficient” capacity over the long term (30 years) is a considerable task and analysis
over such lengthy time periods can result in inaccuracies and ineffective decision making.

OA3 This objective potentially conflicts with s6 and s7 of the RMA, in particular section 7(c) “the
maintenance and enhancement of amenity values”.

0C1 Responsive planning is limited by the lengthy timeframes under Schedule 1 of the RMA and
associated appeal rights.

oD1 ‘Urban development’ is not defined by the NPS. This should exclude Rural Residential/Rural
Lifestyle/Rural Living areas (or similar), and Resort Zones (eg Millbrook).

0oD2 Responsive planning in the short and medium terms is limited by the lengthy timeframes under
schedule 1 of the RMA and associated appeal rights. Plan changes are estimated to take 2 years
on average.

PA1 Not clear whether the NPS aims to promote intensification, brownfield or greenfield development —
there is no direction provided as to how to balance provision of such capacity.

PA2 Use of “at all times” does not allow for the lead-in time taken to revise housing and business
assessments. Request these words be removed from the policy.

PA3 Policy should be balanced for positive and adverse effects of development — urban development in
Queenstown, if pushed to increasing distances where land is ‘commercially viable’ has the potential
for adverse effects to household affordability and infrastructure provision.

PB1 Statement regarding the consideration for publishing assessments is not considered to be within
the scope of an NPS.
No guidance is provided as to how to account for and analyse the impacts of visitor accommodation
and short term tourist visas on housing demand. Request that visitor accommodation and second
home demand for housing is excluded from the scope of the NPS.
Timeframes for preparation of assessments should be aligned with the LTP process, for which
funding is essentially confirmed by late 2017.

5 Regional Hotel Market Analysis and Forecasting (Colliers International, May 20186)

https://www.nzte.govt.nz/media/6495222/regional-hotel-market-analysis-and-forecasting-may-2016.pdf




PB3

The range of factors considered within the estimate of ‘sufficient’ capacity is likely to be analysed
differently across local authorities, and each of the four bullet points under PB3, depending on how
they are applied, can result in inaccuracies and inconsistencies in the resulting calculations.

PB5

Not clear how ratio of house price to income, and rent price to income, would take account of
seasonal workers on lower comparative wages, with multiple people living in one dwelling.
Measurement of house price to income is also crude and unable to account for the situation where
many home owners may supplement their mortgage costs through renting out a portion of their
house for either a permanent resident or visitor accommodation.

The ration of the value of land between rural and urban zoned land is not a good measure of the
markets response, particularly in Queenstown where rural land also has high land value.

Is the data required to monitor the specified indicators readily available? Council does not currently
monitor such market data.

It is considered the policy should refer to the “market's response to urban development’ and not
“planning”. Planning is only one of the many factors influencing market response.

Determination of the relative value of improvements to the value of the land is difficult in
Queenstown at present, and capital values provide little indication of possible sale price. Real
estate agents have suggested they cannot value property because all house sales are taken to
auction, and the price paid is simply what the market is willing to pay.

PC1

Provides a method and is not appropriate as a policy.
Creates inefficient duplication of effort (and associated cost).

PC3

NPS does not consider the processes required under the LGA to plan and fund new infrastructure.
Councils are reluctant to use debt to fund new infrastructure; and for a community such as
Queenstown with only around 30,000 ratepayers it is difficult to fund new infrastructure.

PD1 -

PD9

Request these provisions are deleted from the NPS. NPS should be limited to requiring regular
Housing and Business assessments only, with discretion remaining with the Council as to how (and
when) it uses this information, based on the needs of the community. The Responsive Planning
element, if retained, could be limited to the provision of the ‘Future Land Release and Intensification
Strategy’ within which Councils could determine appropriate timeframes for implementation.
Requirement for compliance with the NPS should remain with the Territorial Authority. Delete
provisions related to regional assessments.

PD2

For simplification, this policy could just collectively refer {o ‘rules’.

PD4

Not expressly clear how this policy applies to different areas within a district. It is assumed the
requirements of the NPS would apply only to Queenstown — but this should be clarified within the

provisions and with the aid of a map. It is also assumed this provision would not apply at suburb
level.

PD7

PD7 of the Proposed NPS requires preparation of a ‘future land release and intensification strategy’
to sit alongside and inform district plans, and must demonstrate sufficient land capacity over the
medium (10 years) and long terms (30 years).

Determination of methods to provide the necessary capacity over such long time periods is a
considerable task that may lead to inaccuracies in predictions, and decisions that are based on
assumptions around future growth

PD5/6

QLDC is best placed to understand the complexities of the local housing market and to undertake
assessments under the NPS.

On this basis, we request that PD5 and PD6 are amended to refer to territorial authorities only.

Appendix
2

Queenstown is not identified in Appendix 2, yet is defined as a high growth area.

Question the need for Appendix 2 given the figures are regularly updated, and the provisions refer
to the “most recent” Stats NZ predictions, which would make the table quickly outdated.

The NPS does not state which Stats NZ growth series is used.









