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7.3
Sale and redevelopment of apartment buildings

Having owned various Strata Titled properties in the past I would support option 21e-1 and suggest that residential properties should not be included in this policy change. 

Strata title properties come in many forms. Strata title properties can be the result of a sub division to create a number of town houses. These can be free standing but are often semi-detached. The numbers of units can range from 2 to over 12 on larger blocks. The body corporate administers the common areas such as the driveway and common gardens.  These types of units have become very popular with older people downsizing as they may have ready access to a garden (either their own or a common garden area) and be on a single level and people can stay in the local area. With the rising costs of houses they are also becoming increasingly popular with families as they are more family friendly than apartments. 

People bought these apartments as an alternative to a house and would reasonably expect that it can be a permanent home. Indeed they may carry out renovations and improvements with this expectation.

The problem I see arising is that the land that these units are sitting on has become so valuable that there will be a tendency for developers to offer large amounts of money to be able to redevelop the land these units are sitting on. Unfortunately for many people forced to sell a unit, there will little prospect of them being able to buy back into the same area in a similar sized unit even without considering the loss of other amenity such as garden access or being single storey. The reason for this is that the cost of stamp duty on the purchase of the replacement property and other relocation costs are quite significant.  

In reality new developments of roughly the same size will tend to be more expensive and the ongoing competition for development opportunities would be bidding up the price of the older units making it even harder to buy a similar property. If you did buy an older unit there would be no guarantee that it too would not be sold up from under you further increasing the stamp duty and other costs incurred.

This would policy change would impact older people on a fixed income such as an older retired person particular hard. If they are forced to sell up they would have to significantly downsize or move away from their community.

A further problem is obtaining a fair price for a unit if forced to sell. Lot entitlements may not match the true relative value of units within a strata title. Some properties may have been recently renovated which would not be reflected in the value of the land content. 

Comment on Option 21b

The proposed safe guards and appeal rights to VCAT are not sufficient as the following criteria is too vague…

is likely to bring economic or social benefits to the subdivision as a whole that are greater than any economic or social disadvantages to the lot owners who do not consent

Even with the reversed onus of proof and ability to avoid cost awards, there will be an imbalance in the parties’ positions. In reality the dissenting lot owner will be up against the developers who will engage legal representation and highly paid consultants that can utilise the vague criteria to argue that every development be allowed to go ahead. There are many barriers for the dissenting lot owner to engage the same level of resources. This is especially true for an older person.

Comment on Options 21c and d

Some of the policy options suggest that the age of the building should determine how readily it can be sold for redevelopment. There appears to be a view that older apartment buildings are lessor value that newer builds. This may not be the case as an older apartment may have been well maintained and renovated. In addition as mentioned above an older apartment may also have more amenity with garden access, a larger garden, single level, higher ceiling height, etc. Indeed unlike the Northern Territory where this policy option originated, in Melbourne the older the apartment, the more likely it has been better built.   

Concluding Remarks

From a planning policy perspective older apartments and townhouse style developments help improve population density while still providing amenity. The review seems to jump to the conclusion that even high densities are required and desirable. Unfortunately if the security  of tenure for these townhouse type developments is removed then there is one less reason why people would downsize and / or buy medium density apartments over a house, so the policy may have the opposite impact and reduce opportunities to increase the population density.
