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Overview

The Queensland Government is committed to modernising tenancy laws to create a contemporary
legislative framework that better protects tenants and property owners and to improve housing
stability in the rental market.

During 2018, the Government reached out to Queenslanders through the Open Doors to Renting
Reform consultation program (the Open Doors consultation) The aim of the Open Doors consultation
was to hear about rental experiences and to develop ideas to improve renting in Queensland. More
than 135 000 responses were received and these were analysed to identify priority issues for reform.

The Better Renting Future — Reform Roadmap outlines the Queensland Government’s response to
the issues through the Open Doors consultation and staged reform pathway to improve renting in
Queensland.

On 16 November 2019, the Queensland Government released the A Better Renting Future — Safety
Security and Certainty Consultation Regulatory Impact Statement (C-RIS), which set out detailed
reform proposals to address Stage 1 renting reform areas of:

e ending tenancies fairly

e rental housing quality and Minimum Housing Standards
e domestic and family violence protections

e minor modifications

¢ renting with pets

Community feedback on the draft proposals in the C-RIS was sought between 16 November 2019
and 28 December 2019. Several stakeholders were provided an extension to provide feedback to

8 January 2020. Of the 15 210 responses received during the consultation period across all surveys,
3468 were from tenants, 10 025 were from rental property owner, 1173 were from property managers,
and 544 from persons not identifying with any of these cohorts. More than 600 written submissions
were also received.

In 2020, the Queensland Government acted quickly to establish temporary new and adjusted
residential tenancy rights, obligations and offences in response to the COVID-19 pandemic impacts
on residential leases. Temporary COVID-19 response measures tested key reform elements across
several priority renting issues, including prohibiting lessor-initiated no grounds terminations, allowing
tenants experiencing DFV to manage their interest in a residential lease quickly and safely, balancing
parties’ entry and privacy rights, and requiring parties to attempt conciliation to resolve disputes.

This Decision Regulation Impact Statement (D-RIS) provides analysis of Stage 1 C-RIS consultation
outcomes and proposes refined reform options to address stakeholder feedback. The D-RIS also
includes a comprehensive cost-benefit analysis of the recommended final Stage 1 proposals.



Executive Summary

Overview of the proposed reforms

A stable home enables people to achieve positive life outcomes, such as good health, quality
education and secure employment. The nature of housing in Australia is changing and renting is no
longer primarily a pathway to home ownership, but an increasingly long-term housing solution for
many Queensland families, youth and seniors. With more Queenslanders renting, and renting longer,
our tenancy laws must support access to safe, secure and sustainable rental accommodation.

The reforms outlined in this document are designed to work together to improve protections for
tenants while safeguarding property owners’ interests, and improving housing stability in the rental
market. The reform package will enhance certainty by better assigning and clarifying risks for all
parties in the rental sector. This will help maximise the positive social outcomes for tenants and the
broader community without imposing unreasonable costs on owners and investors.

The Stage 1 renting reforms aim to:

e support tenants to enforce their tenancy rights

¢ ensure all rental accommodation in Queensland is safe, secure and functional and strengthen
repair and maintenance obligations

e improve tenancy law protections for vulnerable tenants, including people experiencing
domestic and family violence

o help parties to reach agreement about renting issues.

This D-RIS explores the costs and benefits of these reforms to inform decision makers.

Managing tenancies

Ending tenancies fairly

Certainty about how and when a tenancy can end benefits both tenants and owners. It helps tenants
to plan their future housing needs and owners to plan for how they manage their investment property.
Queensland has a high proportion of fixed term tenancies with approximately three quarters of
residential leases being six- or 12-month fixed term agreements, which are generally renewed as
fixed term agreements rather than rolling over periodic agreements when the agreed term expires.

The Australian Housing Conditions Dataset shows that all rentals requiring ‘essential and urgent
repair’ fell into very low or low income categories, suggesting that vulnerable cohorts are the most
likely to be living in homes that need repair or have major structural problems. Consultation and
research focussing on tenants experiences found that tenants, particularly those that are vulnerable,
may be unwilling to request repairs and maintenance because they fear this will result in their tenancy
not being renewed or their rent increased when the current fixed term agreement expires.

Productivity Commission research has also found a relationship between housing uncertainty and
employment among income support recipients, with more moves over a 12-month period correlating
to a lower likelihood of being employed at the end of the period. The Productivity Commission
research also concluded that vulnerable renters are the most impacted by unexpected lessor-initiated
terminations as they have smaller financial buffers, experience greater difficulty finding suitable,
affordable alternative accommodation, and are more susceptible to discrimination.

Existing protections in Queensland’s Residential Tenancies and Rooming Accommodation Act 2008
(the RTRA Act) prevent an owner from giving a notice to leave without ground to a tenant if it is a
retaliatory action. Tenants can apply to the Queensland Civil and Administrative Tribunal (QCAT)
about a notice to leave without ground if they reasonably believe it was retaliatory. These protections
rely on tenants challenging the notice and it can be difficult for tenants to prove a notice to leave
without ground is retaliatory.



In considering reforms to address these issues the Government’s objectives are to support tenants
enforce their rights without fear of retaliatory action, provide greater certainty by ensuring tenancies
are only ended for identified reasons, and ensure parties receive reasonable and workable notice that
the tenancy agreement will end.

Six options for managing tenancies were considered in the 2019 C-RIS and it was recommended that
property owners be required to only end tenancy agreements for approved reasons (Option 5). The
C-RIS found that this would improve certainty and clarity for tenants regarding tenure without unduly
impeding owners’ legitimate purposes for ending tenancies.

C-RIS Ending Tenancies Fairly Reform Options
1. the status quo

2. undertake an enhanced education and awareness program to improve transparency regarding
ending a tenancy

3. remove the ability for all parties to end tenancy agreements without ground
4. remove the ability for only property owners to end tenancy agreements without ground
5. require property owners to only end tenancy agreements for approved reasons

6. retain the ability for all parties to end tenancies without ground but extend the notice period for
owners as a deterrent from misuse

Community feedback on the recommendation option was sharply divided. In general, tenants strongly
supported the proposal to remove the owner’s ability to end a tenancy without ground. These
stakeholders felt this would improve certainty and rental security. Even in combination with an
increased range of approved grounds for property owners to end tenancies, 75 per cent of tenants
were in favour of this proposal. However, a large majority of owners and managers opposed the
proposal, arguing without ground termination is an essential mechanism to remove a bad tenant
without lengthy and potentially costly dispute resolution. However, stakeholders representing owner
interests were highly supportive of proposed additional approved grounds to end tenancies.

Stakeholders expressed strongly held and opposing views on whether the end of a fixed term should
be an approved ground for owners to end the tenancy. Tenant advocates strongly opposed the end of
a fixed term as an approved reason as it was the equivalent of without grounds terminations. These
stakeholders consider that property owners should be prevented from ending a tenancy unless they
have a just cause for doing so and without grounds terminations often mask retaliatory or
discriminatory evictions. Those representing lessor and property manager views consider that
removing without grounds and not allowing the end of a fixed term agreement as an approved reason
would breach fundamental principles of contract law. They assert this would substantially
disadvantage property owners by providing tenants a unilateral right to determine tenancy length and
prevent owners having influence over a material contract term.

Final recommendation

- require property owners to only end tenancy agreements for approved reasons (Option 5)

- introduce additional grounds for parties to end tenancy agreements

- retain and enhance tenant protection against retaliatory action

- introduce evidence requirements and an offence to discourage property owners and managers from
misusing of approved grounds to end tenancy agreements

Prohibiting without ground terminations by owners combined with strengthened protection for tenants
against retaliatory action will help improve tenant’s certainty of tenure and confidence to exercise their
tenancy rights. Requiring lessors to provide a reason to end tenancy agreements will encourage
transparency and ongoing communication between the parties when it comes to ending tenancies.

Owners’ concerns about limitations on their ability to manage their tenancy arrangements and
maintain an appropriate balance between their and the tenant’s property rights have been addressed



by broadening and clarifying the additional approved grounds to end a tenancy, including the end of a
fixed term agreement. This will also ensure property owners retain the right to end periodic leases for
a range of approved reasons where their intended use for their rental property changes.

PROPERTY OWNER

C-RIS Proposed Additional Grounds Final Proposed Additional Grounds

e Owner or immediate family member
needs to occupy the rental property

¢ Significant repair or renovation to be
completed at the rental property

e Sale or preparation for sale of the rental
property requires vacant possession

e Serious or significant breach caused by
the actions of a tenant, occupant or
guest

e Person is occupying without consent

e End of a fixed term agreement

e Planned property redevelopment or

e owner or their immediate family needs
to move into the rental property

e significant renovations or repairs are to
be undertaken on the rental property

e serious or significant breach due to the
actions of a tenant, occupant or guest

¢ Queensland Government owned rental
accommodation is required for a public
or statutory purpose

o For the Queensland Government to
manage government-owned public
housing as a scarce resource

demolition

e Repeated tenant breach of by-laws or
park rules

e Change of use (e.g. move to short-stay
accommodation)

¢ Queensland Government owned rental
accommodation is required for a public
or statutory purpose

e For purpose-built off campus student
accommodation: the tenant is no longer
entitled to reside in the student
accommodation

TENANT

C-RIS Proposed Additional Grounds Final Proposed Additional Grounds

e Rental property is not in good repair, is
unfit for human habitation or does not
comply with Minimum Housing
Standards

e The owner has not complied with a
QCAT repair order to undertake repair
or maintenance of the rental property

e The owner provided false or misleading
information about the tenancy
agreement or rental property

e A co-tenant has died

e For purpose-built off campus student
accommodation: the tenant is no longer
entitled to reside in the student
accommodation

e rental property is not in good repair, is
unfit for human habitation, or does not
comply with Minimum Housing
Standards

e the owner has not complied with a
QCAT repair order to undertake repair
or maintenance of the rental property

o the owner has provided false or
misleading information about the
tenancy agreement or rental property

e a co-tenant has died

e aperson is escaping domestic and
family violence

A tenant’s right to end their interest in a tenancy
agreement due to domestic and family violence
is considered in the Domestic and Family
Violence Protections reform priority.




Tenant advocates raised concerns that an expansive suite of additional approved reasons for
property owners to end tenancies would undermine tenant’s certainty of tenure and the purpose of the
proposed reform. These advocates suggested that an offence be created to discourage property
owners misusing additional approved reasons to end a tenancy.

Tenants will be protected from misuse of these additional grounds through several safeguards.
Property owners will be required to provide two months’ notice to leave to tenants for most additional
approved grounds that do not involve a tenant breach would be two months. Owners will be required
to provide evidence to support specified approved grounds and creating an misuse offence for
specified grounds that will apply if the owner provides false or misleading information in the notice or
relets the rental property under another tenancy agreement within six months of issuing the notice to
leave with a maximum penalty of up to 50 penalty units. This misuse offence was tested during the
COVID-19 response for residential tenancies.

The protection against retaliatory action that currently applies to without grounds notices issued by the
property owner will be retained. Tenants who believe the owner or manager took action to end the
tenancy agreement, increases the rent payable, or refuse to renew the tenancy agreement at the end
of the current lease to intimidate or punish the tenant for enforcing their rights, will be able to apply to
the Queensland Civil and Administrative Tribunal within four weeks of becoming aware the action was
taken for an order to set aside the action.

Final recommendation cost-benefit analysis

Stakeholder Benefits Costs
e Improved certainty of tenure through e Potential for more intensive screening
reduced likelihood of retaliatory of prospective tenants may create
evictions, which may lead to: additional burden to demonstrate

o reduced frequency of moving suitability for a tenancy

and associated costs e Potential for owners to pass on risk
management costs to tenants in the
form of higher rents (however, as the
private rental sector is a competitive
market, it is unlikely that property

o improved capacity to
participate in and build
relationships with local

S owners would be able to increase rents
o benefits for personal beyond the wider market rate)
TENANT relationships

o improved employment
outcomes among income
support recipients

e Improved standard of property
condition as tenants become more
confident to report repair and
maintenance issues

e  Without ground notices cannot be used
as a potentially discriminatory practice
to evict tenants



Stakeholder

PROPERY
OWNER

PROPERTY
MANAGER

STATE
GOVERNMENT

SOCIAL
HOUSING

COMMUNITY

Benefits

Potential for improved relationships
with tenants

Improved standard of property
condition as tenants become more
confident to report repair and
maintenance issues, which could
positively impact property value

Improved communication and reduced
disputes between tenants and property
owners

Lower turnover of tenancies if tenants
occupy properties for longer, resulting in
more stable and predictable work

Reduction in disputes between tenants
and property owners about ending
tenancies without ground will shorten
processing timeframes for formal
dispute resolution

Dispute resolution about ending
tenancies without ground will cease
(QCAT and RTA)

Potential reduced demand for social
housing due to longer and more secure
tenure

More stable and secure homes in the
rental market may support economic
and social participation in communities
which could lead to improved health,
safety and wellbeing

Potential for reduced vacancy rates due
to longer term tenancies, by virtue of
improved security of tenure

Costs

Lose ability to end a tenancy and
regain possession, unless a specified
reason applies

Administrative costs associated with
providing evidence to substantiate
grounds to end a tenancy, where
applicable

Administrative burden and cost
associated with obtaining QCAT orders,
where required, to end a tenancy
Under the final recommendation,
owners would also be subject to
penalties for misuse of some stated
grounds

Lower turnover of tenancies if tenants
occupy properties for longer, potentially
resulting in less income

Possible increased administrative
workload to manage potential increase
in tenant requests for repairs and
maintenance

Additional funding may be required by
dispute resolution agencies to manage
changed dispute resolution focus,
professional development and system
changes

Change required to service systems,
education and information resources
(RTA and QCAT)

Sector awareness and education
activities will be required to
communicate change and support
implementation (RTA)

Disputes about ending tenancies for
approved grounds, including retaliatory
action may increase (RTA and QCAT)

Some of the proposed stated grounds
would have evidentiary requirements,
which would impose costs on property
owners exercising these stated grounds
Under the revised proposal, owners
would also be subject to penalties for
misuse of some stated grounds



Impacts and assessment

The final recommended option to ensure residential tenancies are ended fairly will have minor
administrative impacts for tenants, property owners and property managers. These costs are
expected to be small, upfront costs to understand the reforms that will quickly reduce. Property
owners and managers may incur additional administrative burden to determine which, if any,
additional approved reason is available to them if they want to end the tenancy agreement. For
specified reasons, property owners and managers may also need to gather and provide the required
evidence to support their use of specified new approved reasons and ensure they are not making
false or misleading statements, or issuing the notice to leave or refusal to renew in a way that could
be considered retaliatory action. Ensuring that the action would not be considered retaliatory is a
current consideration for property owners and managers when issuing without grounds notices to
terminate tenancies and the application of this concept to new approved reasons that will replace
without grounds terminations is not considered new or additional burden.

Economic analysis of reform impact commissioned by the Department of Communities, Housing and
Digital Economy concluded that it was likely any increased administrative burden resulting from this
reform would likely be offset by efficiencies and reduced administrative reform delivered by improved
clarity of rights and obligations and assignment of risks between the parties in their tenancy
arrangements. On this basis, the commissioned analysis did not quantify the administrative costs of
the ending tenancies reform.

Tenants, property owners and property managers will benefit from improved certainty in their tenancy
arrangements and transparency and accountability for why these arrangements are terminated. The
safeguards and protections for tenants against misuse and retaliatory action will increase their
confidence and assist them to improve their renting experience by enforcing their tenancy rights,
including to ensure their rental property meets minimum quality standards for safety, security and
functionality. This is expected to particularly benefit vulnerable renting households who are more likely
to live in rental properties that require urgent repair or maintenance and are also more impacted by
unexpected lessor terminations, which can have large negative financial, social and economic
repercussions.

This shift in the balance of tenant and property owner tenancy and property rights is consistent with
reforms implemented or under consideration in other Australian jurisdictions to provide greater
certainty of tenure. It is also consistent with the Productivity Commission finding in its 2019 research
report Vulnerable Private Renters: Evidence and Options that well designed policies to remove
without grounds terminations or increase notice periods for no fault evictions would require rental
property owners to be more transparent about their investment intentions and make owner-initiated
terminations more predictable and less disruptive.

Property owners will also benefit from greater certainty and clarity about reasons for terminating
tenancy agreements. This will assist them to plan how they intend to use the investment property and
retain their rights to influence and determine the duration of the tenancy. The combined impact of
preventing owner-initiated without grounds terminations and not allowing the end of a fixed term
agreement as an additional approved ground for lessors to end tenancies would be a significant
change to existing property and tenancy rights, and impact owners’ protected human rights to
property under section 24 of the Human Rights Act 2019.

With around three-quarters of tenancies in Queensland being fixed term agreements (estimated
478,860 tenancies based on total bonds held by the Residential Tenancies Authority at 30 June
2020), this will also impact most owners and tenants. Not recognising the end of a fixed term
agreement as an approved reason for owners to end tenancies would deprive them of their ability to
dispose of only a limited interest in their property and fundamentally shift the balance of property
rights in favour of tenants. Recognising the end of a fixed term tenancy agreement as an additional
reason will preserve the balance of existing property and tenancy rights and be compatible with
protected human rights. It will ensure that both parties are free to choose to renew or terminate the
tenancy arrangement when the agreed fixed term ends, and this decision is enforceable in a
transparent way if the owner does not wish to renew the agreement.



The misuse offence will prevent property owners from reletting the property to another person under a
tenancy agreement for six-months if they have issued a notice to leave for specified approved
grounds unless they have a reasonable excuse. This offence is designed to discourage property
owners and managers from misusing new approved reasons to end a tenancy to end tenancy
arrangements with unwanted tenants that are otherwise not in breach of the tenancy agreement.
Property owners can defend against this offence by relying on a reasonable excuse if they have
issued the notice to leave on the specified ground in good faith, but their circumstances change, or
they are unable to complete the particular action. For example, if the owner or their immediate family
member was to occupy the rental property, but they no longer need to within six months of issuing the
notice to leave. This strikes an appropriate balance between the tenant’s interest in being protected
from misuse or abuse of the new approved reasons that may mask retaliatory or discriminatory
terminations and the property owner’s interest in maintaining their rights to determine how they want
to use and enjoy their rental property.

The benefits delivered to tenants, property owners and managers, and to the community in more
stable, secure and certain tenancy arrangements through the ending tenancies reform are expected
to outweigh any minor additional administrative costs property owners and managers may incur in
using the additional approved grounds. Any change in the balance of tenants’ and property owners’
tenancy and property rights is considered reasonable and justifiable to achieve the policy objectives of
improving transparency and accountability of residential tenancy terminations and certainty of tenure
for all parties. This reform underpins the successful implementation of new and adjusted tenancy
rights and obligations implemented through the Minimum Housing Standards and renting with pet
reforms by providing tenants greater confidence to enforce their tenancy rights without fear of
retaliatory action. For these reasons, the ending tenancies reform is considered to deliver the greatest
net benefit to Queensland.

Analysis commissioned by DCHDE found that Queensland has experienced the highest net interstate
migration of any Australian state over the last quarter, which has contributed to house prices and
rents increasing and this is expected to continue in 2021. Queensland’s rental market is currently
experiencing tight vacancy rates across all regions except Brisbane inner city, with most sitting below
1.5 per cent (rates below 2.5 per cent are considered tight). These supply constraints have also
increased rents across the board, with the average rent increasing from $359 in 2017-18 to $420 in
December 2020.

It is difficult to predict party’s behaviour in the current market due to the abnormal tightness of the
rental market and other extraneous issues that are impacting their renting and investment decisions.
However, it is likely that property owners will seek to maximise the asking rent for their rental
properties in line with current market trends. This may mean that some property owners may request
renters pay a higher rent and this could prompt renters to look for alternative, cheaper rental
properties. However, it is important to note that the proposed ending tenancies reforms will not
commence until at least 12 months after the amendments are approved by the Queensland
Parliament, which will allow time for the private rental market to normalise and for severe supply
constraints to be alleviated by current investment incentives, including record low interest rates and
the Commonwealth Government HomeBuilder grant.

Safety and security

Housing quality and Minimum Housing Standards

Safe, secure and sustainable housing is a foundation for connected and resilient communities. With
around one in three Queensland households now living in rental accommodation, it is important to
ensure the safety, security and basic functionality of these homes. Property owners also have an
interest in addressing repair and maintenance issues quickly to minimise risk of further damage or
deterioration that may affect the value or liveability of their rental property.

All parties involved in a residential tenancy are responsible for ensuring the rental property is kept in
good repair and is functional and safe to live in. While these obligations are clear, there is often



disagreements between tenants, property owners and property managers about what they mean and
when action is needed to address any cleanliness, repair, and maintenance issues. Some
stakeholders have suggested that existing obligations are unclear and dispersed across several
sources, including legislation, the tenancy agreement and common law.

Despite existing laws and obligations to maintain rental properties, some tenants experience unsafe
or unfit living conditions in Queensland’s rental market. The Australian Housing Conditions Dataset
shows that all rentals requiring ‘essential and urgent repair’ fell into very low or low income categories,
suggesting that vulnerable cohorts are the most likely to be living in homes that need repair or have
major structural problems. Consultation and research focussing on tenants experiences found that
tenants, particularly those that are vulnerable, may be unwilling to request repairs and maintenance
because they fear this will result in their tenancy not being renewed or their rent increased when the
current fixed term agreement expires.

People living in poor quality housing endure measurable impacts on their mental, physical and
general health and a large proportion of these households are low-income or otherwise
disadvantaged Australians. Deloitte Access Economics reported that the Australian Housing
Conditions Dataset (AHCD) suggests that low income households remain in rental properties
requiring essential or urgent repair for some time, with 28 per cent of very low income households and
14 per cent of low income households having essential and urgent repairs and no repairs done in the
previous 12 months. It should also be noted that the AHCD does not collect data about why the
repairs had not been completed and this could be for a range of reasons, including the tenant did not
request the repairs be done.

In proposing reforms to address these issues the Government’s objectives are to ensure that rental
accommodation is safe, secure and functional and to support tenants to enforce their existing tenancy
rights to repairs and maintenance to ensure the property is clean, in good repair and fit for habitation.

Five options were considered in the 2019 C-RIS to achieve these objectives and it was recommended
that minimum housing standards for safety, security and functionality be prescribed with enhanced
repair and maintenance provisions (Option 5). The C-RIS found that introducing prescribed minimum
housing standards supported by strengthened repair and maintenance provisions to support tenants
enforce their rights to a minimum quality of rental accommodation would be the most efficient and
effective approach to address lack of clarity about existing obligations that was identified by
stakeholders as contributing to low compliance. This is further supported by ending tenancies reforms
that require property owner’s to only terminate tenancy arrangements with approved reasons and
safeguards to prevent abuse or misuse of new approved reasons.

C-RIS Rental Housing Quality and Minimum Housing Standards Reform Options
1. Status quo

2. Education and awareness campaign

3. Enhanced repairs and maintenance provisions

4. Minimum Housing Standards

5. Minimum Housing Standards for safety, security and functionality combined with enhanced
repair and maintenance provisions

Generally, tenants and industry stakeholders (representing tenant, property owner and real estate
business interests) support the proposal to prescribe minimum safety, security and functionality
standards for rental properties that are focussed on ensuring tenants’ health and safety while renting.
Tenants responses indicated that the recommended option would provide better living conditions,
increase housing quality, improve health and safety, make it easier to arrange repairs and ensure
repairs were completed faster. A small proportion of tenants (five per cent) who responded to the
survey on minimum housing standards proposal thought the reforms could increase costs for property
owners that may lead to higher rents.



Many individual property owner responses raised concerns that the recommended option would
increase rents to cover repair and maintenance costs incurred to comply with the standards and felt
that existing legislation already created obligations to ensure the standards are met. However almost
all property owner responses also stated that their rental properties already met the proposed
minimum housing standards. The concerns about increased repair and maintenance costs flowed
from an assumption that they would incur an increased repair and maintenance burden, however
when asked what action they had taken in the past after completing emergency repairs very few
reported they had increased rents to recoup their costs.

Final recommendation

Prescribe Minimum Housing Standards for rental accommodation focused on safety, security and
reasonable functionality and enhance repairs and maintenance provisions (Option 5)

It is recommended that Minimum Housing Standards for rental properties are prescribed to clarify
rights and obligations, encourage compliance with existing laws and ensure rental accommodation is
safe, secure and functional. Enhancements to existing repair and maintenance provisions are also
proposed to encourage compliance with proposed Minimum Housing Standards.



Minimum Housing Standards C-RIS proposed requirements Final proposed requirements Existing | Jurisdiction comparison —
standard | equivalent standard
Weatherproof and structurally Property is not weatherproof if ceilings and Unchanged Yes NSW, TAS, SA
sound windows do not prevent water ingress from
rain.
Property is not structurally sound if walls,
ceilings, roof, decks or stairs are likely to
collapse due to rot or defect, or are affected
by dampness
Plumbing and drainage Adequate for the number of tenants Unchanged Yes NSW, VIC, TAS, SA
occupying the property under the lease,
connected to hot and cold water service,
toilets must function as designed and be
connected to an approved waste disposal
system.
Security Property must be able to be secured and Property must be able to be secured Yes VIC, TAS, SA
security measures must be functional and and security measures must be
effective. functional and effective.
Functioning latches fitted to external doors Accessible external windows and
and windows. doors must have functioning
Rooming accommodation: functioning lock or latches to prevent ingress.
latches fitted to all entries to resident’s room | Rooming accommodation: functioning
lock or latches fitted to entries to
resident’s room
Fixtures and fittings Where provided must not present health or Unchanged Yes TAS, SA
safety risk with ordinary use and be
functional and effective
Pests, vermin and infestation Rental properties must be free of plant and Unchanged, includes mould and Yes VIC*, TAS, SA

animal pests, including vermin, noxious
plants, fungus, growths and other
infestations of micro-organisms

mildew

*Vermin-proof rubbish bin




Minimum Housing Standards

C-RIS proposed requirements

Final proposed requirements

Existing

Jurisdiction comparison —

standard | equivalent standard
Ventilation Each room is adequately ventilated through No prescribed standard, rely on Yes NSW, TAS, SA
opening windows, vents or exhaust fans to existing regulation
support health and safety.
Ventilation is inadequate if it contributes to
mould and mildew growth in the room.
Lighting Each room other than one intended to be Removed No NSW, TAS, SA
used for storage or as a garage must have
adequate natural or artificial light.
Privacy Toilet and bathroom facilities must provide Toilet and bathroom facilities must No NSW, VIC, TAS, SA
users with privacy. provide users with privacy.
Window coverings or treatments are Window coverings, treatments or
provided in rooms where there is a modesty features are provided in
reasonable expectation of privacy rooms where there is a reasonable
expectation of privacy
Cooking, food preparation and Tenants should be able to cook, prepare and | Where supplied, kitchen and laundry | Yes VIC, TAS, SA (Kitchen,

laundry facilities

store food, including functioning cooktop and
sink, food preparation and storage areas
other than refrigerated storage areas.

facilities are clean, in good repair and
do not present health or safety risks
with normal use.

Kitchen must have a cooktop.

Laundry must have fixtures and fittings
to be functional as a laundry.

cooktop, food storage)




Final recommendation cost-benefit analysis

Stakeholder

TENANT

Benefits

Increased awareness of existing rights
and obligations, combined with a
streamlined process for ensuring
Minimum Housing Standards are
complied with, will improve the ability of
tenants to uphold their rights, ensuring
that all tenants can live in housing that
is functional, safe and secure.
Reduces fear of retaliatory action from
property owners for reporting property
issues (further strengthened by Ending
Tenancies Fairly recommendations.
See Module 2)

May contribute to improved
relationships with property owners and
managers due to improved
understanding of obligations

Reduced risk of bond disputes over
repairs and maintenance by allowing
additional time to fill out entry condition
report

Improved rental satisfaction and
experience

Allowing advocates to apply to QCAT
will benefit vulnerable tenants who may
face barriers to initiating a dispute as
well as further reducing fear of
retaliatory action

May incur fewer costs to enforce their
rights (for example, reduced legal or
time costs)

May reduce disputes with property
owners and managers about the quality
of the rental property

Statutory time period of 21 days for
property owners to rectify substandard
properties has a potential to decrease
time taken for rectification, reducing the
time tenants are exposed to potential
health and safety hazards

Fewer instances of injury and illness
relating to residential properties that
would meet acceptable health and
safety standards (for example,
reductions in mould contributing to
reductions in respiratory conditions,
reduced injuries due to structural
damage, less violent and non-violent
home invasions due to improved
security standards)

Costs

Potential increased difficulty in finding
low-cost housing due to increased
rental prices at the lower end of the
market

Administrative costs to provide
evidence of non-compliance during
dispute process

Some property owners may leave the
rental market due to perceived increase
in regulatory burden (particularly those
providing rental properties at the lower
end of the market). However, research
suggests that this impact is likely to be
minor as the price of rent is determined
by market forces

Some properties may be removed from
market for long periods to undergo
major repairs to comply with Minimum
Housing Standards, which could
temporarily reduce the supply of rental
properties
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Stakeholder

PROPERTY
OWNER

PROPERTY
MANAGER

STATE
GOVERNMENT

Benefits

Avoided cost of major structural
damage and/or large-scale repair costs
due to earlier identification of repair and
maintenance requirements

Reduced potential for liability of injury,
illness or fatality to occupants of the
residential properties that will now meet
current legislative requirements
Reduction in disputes between tenants
and property owners due to clarified
understanding of obligations

Retention of longer-term tenants
encouraged to remain in, and take care
of, a well-maintained property

Streamlined process for managing
Minimum Housing Standards of
property portfolio (all Minimum Housing
Standards will be captured under the
RTRA Act)

Reduction in disputes between tenants
and property owners represents time
savings

Improved clarity regarding expectations
and requirements of Minimum Housing
Standards

Improved quality of rental portfolio

Reduced impact on health systems due
to improved personal health and
wellbeing

For government-owned housing, such
as rural health employee housing, there
could be similar impacts as those listed
under Property Owner

Costs

Some owners may incur initial and
ongoing costs to comply with Minimum
Housing Standards not currently
captured under existing legislative
requirements (for example, privacy
requirements):

o Costs to meet new individual
Minimum Housing Standard
for dwellings that do not
currently have window
coverings: $17 to $50 per
window or $96 to $320 for the
average home

Due to increased awareness of
Minimum Housing Standards, potential
for increased instances of dispute
resolution requests from tenants

Some owners whose properties do not
meet current legislative requirements
will incur costs due to increased
compliance burden or may choose to
remove the property from the rental
market

Non-compliance with Minimum Housing
Standards may decrease financial
security of owners as tenants may
vacate property due to non-compliance
or QCAT may order reduced rent

Possible increased administrative
workload to manage potential increase
in tenant requests for repairs and
maintenance, noting not all tenants
would request repairs

Possible increased administrative
workload to proactively manage repairs
and maintenance, however higher
quality properties may attract higher
rents

For government-owned housing, such
as rural health employee housing, there
could be similar impacts as those listed
under Property Owner

In the immediate to short-term, may
lead to increase in dispute resolution
requests from the RTA and for QCAT.
However, in the long run, this may lead
to a reduction in dispute resolution
requests for QCAT and the RTA
between tenants, property owners and
managers regarding repairs and
maintenance and Minimum Housing
Standards)
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Stakeholder Benefits Costs

e Cost to meet new standard for window
coverings for all houses in the social
housing portfolio

¢ Ongoing costs to comply with Minimum
Housing Standards as a property owner

e Potential increase to demand for social
housing if owners pass on the cost of
necessary changes and tenants are
unable to afford, or if owners no longer
want to provide rental accommodation

e Potential decrease to demand for social

housing due to more properties now

meeting safety, security and

functionality needs

Reduction in disparity between private

and social housing standards

e Comparative property standards and
expectations will ease the transition for
customers moving from social housing
into the private rental market

SOCIAL
HOUSING

o  Weatherproofing, such as sealing the
building against outdoor elements,
enhances energy efficiency by
minimising the requirements for
air conditioning and climate control.
This will result in a reduction of
greenhouse gas emissions

COMMUNITY e Improved community health, safety and
wellbeing

e Increased work/income for small
businesses and tradespersons to be
employed for work to make rental
properties comply

e Social enterprise opportunities for small
business

Impacts and assessment

Introducing minimum housing standards will provide clearer pathways for tenants to pursue repair,
maintenance and quality issues and empower them through a better understanding of their rights to
raise issues. Similarly, property owners will have a clearer understanding of their obligations in
ensuring their rental property is safe, secure and functional for tenants to live in.

The Department commissioned analysis of the economic impact of proposed rental law reforms,
which found that the reform priority most likely to have the greatest impact on the sector was
prescribing minimum housing standards for rental accommodation. While overall, this impact was
found by the commissioned analysis to be negligible on rents, supply and affordability in the rental
market (taking both a user cost and market rents approach), for a small proportion of stakeholders in
the private rental market this change could be material and impact their investment decisions or
housing affordability and security.

The commissioned analysis assumed that the cost of maintenance based on the Australian Taxation
Office (ATO) expense deductions for rental property owners found that the average costs of repairs
and maintenance across Queensland rental properties is around $1,100 per year. This mean was
derived across 1 to 4 bedroom properties as outlined below based on what investors claim as
deductions for tax purposes. This analysis assumed that rental properties with a higher number of
bedrooms would incur higher maintenance costs. However, it is noted that the cost of maintenance
will vary with some requiring significant repair to meet minimum quality standards while others will
only require small repairs, if any.
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Number of bedrooms | Estimated year maintenance cost
1 $800

2 $1,000

3 $1,200

4 $1,400

It is also assumed that the introduction of ending tenancies reforms will provide greater protection for
tenants against unexpected terminations or retaliatory actions that could make tenants more likely to
request maintenance or repairs based on the minimum housing standards. The modelling assumed
that an additional 50 per cent of tenants living in properties that require maintenance would request it
be undertaken or that property managers would make this request on their behalf. This would bring
the total number of rental properties where maintenance would be requested to 80 per cent (the
existing 30 per cent who would have requested the work be undertaken and the additional 50 per cent
who will do so due to the ending tenancies reforms). This leaves 20 per cent of rental properties that
require repair or maintenance not receiving it, reflecting some persistence in tenant reluctance to
raise maintenance and repair issues.

The incidence of the impact for minimum housing standards was assumed by the commissioned
analysis to largely fall on tenants as it would arise from their direct request for repairs. The initial
impact split adopted by the analysis was:

e Tenant: 80 per cent

e Owner: 20 per cent

e Manager: no impact with any additional administrative impact for this cohort assumed to be
absorbed as part of their existing duties.

The impact was found by the commissioned analysis to vary within a range based on the tightness of
the rental market as indicated by vacancy rates within the regional markets across Queensland. In
tight rental markets where vacancy rates are low, it is expected that a higher proportion of repair and
maintenance costs to comply with minimum housing standards could be passed onto tenants as there
is more competition for available stock. However, in a weak market where vacancy rates are high, it
would be expected that the rental property owner would absorb a higher proportion of this cost.

The commissioned analysis calculated the average impact on rent where repair or maintenance is
requested to bring the rental property up to meet minimum housing standards. This is a short-term
impact taking effect over the initial few years following introduction of the policy as substandard stock
is brought up to minimum quality standards. The annual impact on affected tenants on a worst-case
scenario basis ranged from around $250 to $900 per year with an impact on weekly rents for
impacted rental properties of an increase between $5 and $18 per week, depending on the region. It
is important to note that this estimate includes the total cost of compliance with prescribed minimum
housing standards, including existing obligations, and not just the incremental or additional burden
created by this recommended reform option for privacy.

This is based on analysis of historical rent increases to determine a maximum bearable range within
which property owners could increase rents within the context of their regional markets if the
introduction of the reforms prompted them to revisit their pricing decision. The modelling undertaken
by the commissioned analysis did not suggest that these rent increases would result for affected
properties as a direct result of the reforms. Rather this range represents the maximum range within
which property owners who may be prompted by the reforms to reconsider the rent price for their
rental property. Property owners could only increase rents in response to the minimum housing
standards reform if general price increases in their market allowed it, in which case the increase may
have occurred in the absence of the reforms anyway.

Commissioned analysis taking a change in user cost approach estimated that the overall change in
investor user cost (in aggregate) of the minimum housing standards reform are negligible at a less
than one per cent change even under the highest impact scenario modelled. This analysis found that
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this small change in investor user cost could result in an immaterial increase to rents at a maximum of
0.02 to 0.06 per cent in the first two years before stabilising at between 0.01 to 002 per cent. This
translates to an increase of $0.08 to $0.25 based on an average rent of $420 per week (as at
December 2020).

There are several ways a property owner may react based on observed behaviours in the rental
market, including:

. carry out works for their property to attract a higher rent in the local market

. fully absorb the cost as a strategy to retain tenants and avoid rent discontinuities
. seek to maximise rent to recover as much of their additional costs as possible

. remove their property from the private rental market.

A range of factors will influence their decision about which of these reactions to pursue when the
opportunity to revise their rent pricing arises, including the prevailing market conditions at that time.

Overall, the commissioned analysis considered that only a small proportion — an estimated six per
cent of around 566,000 (33,960) dwellings of the Queensland rental housing stock would require
maintenance or repairs to become compliant with proposed Minimum Housing Standards, noting that
the standards largely clarify existing lessor obligations. It is difficult to quantify the rental housing stock
within this small proportion that may require significant remediation to meet the minimum quality
standards, which may be prohibitively costly for lessors. Based on qualitative feedback received
through community consultation on rental law reform, it is expected that this cohort will be small.

Costs will only be incurred by property owners if a tenant or property manager requests repair or
maintenance to address a minimum housing standard issue in their rental property. Generally, it is
expected that the tenant will choose whether or not to raise this issue in the context of their relative
ability to absorb any increase in their housing costs from a potential rent increase, particularly for low
income households or those in housing stress.

There is a risk that lower income households and low-cost housing may be more impacted than other
parts of the market. Tenants in these households may be at risk of remaining in substandard housing,
rather than taking action against a non-compliant rental property if there is a risk of exiting into
homelessness or a rent increase. Tenants may have limited options to access alternative housing that
is compliant with the Minimum Housing Standards as these may incur a higher rent.

People living in poor quality housing endure measurable impacts on their mental, physical, and
general health and a large proportion of these households are low-income or otherwise
disadvantaged households. It is expected that low income households will benefit the most form the
reforms due to the high prevalence of renting within this cohort, and the proportion of this cohort that
rent properties requiring essential and urgent repair. However, they may also be vulnerable to an
increase in rents that the commissioned analysis found property owners may consider in the short
term if they are affected by the minimum housing standards reform.

The commissioned analysis found that the negligible impact of the reforms on housing costs is
unlikely to increase the proportion of households in rental stress across Queensland (estimated to be
8.7 per cent of Queensland households). The impacts of the minimum housing standard reform on
low-income renting households will differ per household depending on whether repairs are required,
the extent of those repairs and the property owner’s choice to bear the repair costs or to pass these
on in higher rents.

The commissioned analysis found that it was not clear that rental property owners could unilaterally
push up rents for households already in rental stress and a review of the rental sector suggested that
some owners may prefer to absorb costs to retain good tenants and avoid significant expenses
associated with tenancy turnover. For owners a change in tenancy comes with a series of one-off
costs, including foregone rent, advertising and property management reletting fees. For the impacted
properties, the potential increase in annual rent that could be passed on to the tenant represents
around one-weeks rent for most regions. Therefore, the property only needs to be vacant for one
week and the property owner has lost any potential gain from increasing the rent.
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The commissioned analysis found that the supply of rental housing was not expected to shift
substantially with the introduction of the proposed reforms. This analysis found that supply is driven
by tax incentives to invest in private rental housing an