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Private Rental Housing

Low-Income Tenants

Private rental housing is defined as occupied private dwellings in which the
household pays rent to either a real estate agent or a person not living in the
same household.! At the 2001 census, there were 99,387 households in
private rental in South Australia, comprising 17% of total dwellings in South
Australia.2

The residential rental market has undergone some fundamental shifts in the
last couple of decades. What was once viewed as a transitional tenure is now
becoming lifetime tenure for low and middle-income households. Around 40%
of Australian tenants have lived in rental housing for more than 10 years. 3

Due to declining social housing stock numbers and economic changes, the
proportion of private renters on low-incomes (those households within the
lowest 40% of income units, equivalent to a gross weekly income of less than
$629 in 2001) has increased substantially over the past 15 years. In 1986,
17.6% of private renters were low-income households and by 2001, this has
grown to 47.2%. There are now more low- income households living in private
rental accommodation than in social housing.# Even with Commonwealth Rent
Assistance, over 80% of low-income households renting in South Australia are
in housing stress, (paying more than 25% of their income in rent).5

The private rental market is really two distinct sub-markets: a largish and
relatively successful sector of choice for those who have adequate income, and
a sizeable low-cost low-income sector for those who cannot access anything
more affordable or appropriate. 6

While the flexibility of the private market may work well for those who choose
this tenure, for others, particularly on low incomes or with special needs, private
rental is their only choice due to decreasing social housing, stock availability
and limited access to homeownership. The uncertainty and lack of affordability
in private rental accommodation can increase problems associated with
inequality and disadvantage, and lead to social exclusion and community
instability. The highest levels of housing need and housing-related poverty are
in the private rental market. 7
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Private Rental Housing

Advantages and Disadvantages

¢ In Adelaide, the number of low-income households in private rental accommodation rose from 21,416 in 1986 to
38,027 in 1996; a 78% increase. During the same time the low-cost private rental stock rose by only 14%, from
11,800 to 13,400.8

+ Recent research indicates that low income households consume less than half of the low-cost housing available. In
conjunction with low private rental vacancy rates, a situation exists in which low-income households compete with
higher income households for low-cost housing.®

+ For every three low-income households, there is only one rental property that is affordable for them.10

+ There are many people who find it extremely difficult to access the private rental market, even if they do have
sufficient income to do so. These include young people, single parents, Indigenous people, people of non-English
speaking background, people with mental illnesses, people exiting institutions, those with pets, and those who
receive Government benefits or bond assistance.!!

+ Other barriers to accessing the private rental market include: lack of references, lack of sufficient money for bond,
rent in advance, utility connections and moving costs, and special housing needs not being met by available
properties. 1

+ Mobility and flexibility have often been touted as positive features of the private rental market and evidence
indicates that private renters move more often than those in other tenures. However, these moves tend to be
largely involuntary and affect low income renters in particular, as high rents, poor affordability, and high and
frequent mobility are disproportionately associated with being a continual long term renter.3

+ Using private rental as a ‘stepping stone’ to home ownership becomes problematic in the case of high rents and
frequent involuntary moves, as tenants are forced to utilise credit or savings to meet bond payments and moving
costs, and are therefore unable to save sufficient money for the required deposit and fees/charges related to buying
a home.

+ Advantages of the private rental market include: not being responsible for maintenance and other costs associated
with home ownership, such as rates, and some choice of location and type of accommodation. However, in many
cases low-cost properties are not well maintained, and there is often a tolerance by renter of poor standards or
even dangerous conditions as a trade-off for affordability. 30% of respondents to a Shelter SA survey indicated that
they were in their current accommodation because they were so desperate to find a place that they settled for the
first one they could get.1>

+ Disadvantages of private rental include: the lack of autonomy and control that tenants have over their housing, (lack
of security of tenure, unable to personalise or make modifications to house, lack of privacy due to inspections by
real estate agent or landlords, restrictions on pets) and the high cost of private rental (including rental increases
over which the tenant has no control).16

+ For low-income households, life in the private rental market means that housing costs are high, security of tenure is
low and the chances of changing to another tenure (such as home ownership or public rental) are decidedly small.
So while short-term renters can benefit from the flexibility that comes with easy entry and exit from the tenure and
choice of locations available in this sector, a substantial number of private renters are disadvantaged by the very
same features. These are the people who will find it difficult, if not impossible, to improve their situation while in the
private rental market.1’
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Housing Stress

A household is said to be experiencing housing stress if it is a low-income household (within the lowest 40% of
income units) and pays more than 25% of its gross income on rental housing costs.18

In 2001, a low-income household had an gross income of less than $629 per week ($32,708 p.a.) A household at
the top of this range, with a gross weekly income of $629 per week could afford a home with a rent of less than
$156 per week. Rent higher than this amount would place the household in housing stress.29

The SA State Strategic Plan (2004) reports that the number of low-income private renter in housing stress (in SA)
increased from 25,628 in 1996 to 27,966 in 2001 (ABS Census), which represents 83.4% of low-income private
renters.

The SA State Strategic Plan (2004) set a target to halve the number of South Australians experiencing housing
stress within 10 years. 20

Data from Commonwealth Department of Family and Community Services shows that as of November 2001,
27.9% of Commonwealth Rent Assistance recipients in SA paid more than 30% of their income in rent.

Without Commonwealth
Rent Assistance, 73.2% 100 =55 79.0 80:0 793 773 71
of recipients would have '
paid more than 30% of
their income in rent.

W with CRA
@ without CRA

Percentage

5.7% of recipients paid
more than 50% of their
income in rent, which
would increase to 22.9%
without Commonwealth
Rent Assistance. 2 Areas within SA

Adelaide  Large rural Small rural  Otherrural ~ Remote Total
cenres  centres areas

Proportion of CRA recipients with less than 30% of income spent on
rent 22

A survey conducted by Shelter SA in 2003 of people experiencing housing stress showed that many:
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struggled to meet everyday living expenses

had no social life, which made them feel isolated and alone
had very poor health

were unable to adequately heat their home

suffered mental anguish

had difficulty paying the rent

gave up meals or ate poorly in order to pay the rent
needed to seek assistance from welfare agencies

found it difficult or impossible for their children to participate in school excursions or camps, or to have parties or
presents

had a deep sense of hopelessness about their situation. 23
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Commonwealth Rent Assistance

+ For well over a decade, the Australian Government has been relying on increased rent assistance as the primary
means of ameliorating housing affordability problems, with a resultant increased reliability on the private rental

market in meeting the needs of low-income households.?*

+ As can be seen from the following graph, expenditure on Commonwealth Rent Assistance (CRA) has exceeded
funding under the Commonwealth State Housing Agreement since 1994-95. CRA has increased from $1.199
billion dollars in 1992-93 (equivalent to $1.419 billion in 2001-02 dollars), to $1.815 billion dollars in 2001-02. Over
the same period Commonwealth State Housing Assistance (CSHA), which funds crisis, social and Indigenous
housing, has decreased from $1.485 hillion dollars ( $1.758 billion in 2001-02 dollars), to $1.392 billion dollars.?s
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Expenditure on Commonwealth Rent Assistance and CSHA assistance, 1992-93 to 2001-02,
(expressed in 2001-02 dollars) %

+ Commonwealth Rent Assistance (CRA) is an income supplement paid to income-support (social security)
recipients in recognition of the additional costs of private rental housing.

¢ Asof June 30 2002, almost one million income units were receiving CRA across Australia. 50,795 of these were

in Adelaide and 13,791 were in the rest of SA. The average entitlement was $72 nationally, $70.50 for Adelaide,
and $68 for the rest of SA. 77

Concerns have been expressed over the effectiveness of CRA, including:

+ Over the past decade the Private Rental Market has provided low-income households with a decreased range of
options. As a result a policy of relying solely on rent assistance as a means of expanding affordable housing needs
to be supplemented by some form of supply-side measure (e.g. direct provision of social housing).2

+ Anecdotal evidence suggests that at least in some cases, CRA goes straight into the pockets of private landlords in
the form of increased rents rather than contributing to increased affordability.2
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State Private Rental Assistance Program

+ The South Australian Housing Trust (SAHT) provides assistance to low-income households experiencing difficulty
in securing or maintaining private rental accommodation via its Private Rental Assistance Program, which
includes loans for bond guarantees, and in some circumstances, grants for rent in arrears or rent in advance.

¢ 14,886 bond guarantees were provided in 2002-03. The value of this bond assistance was $6.90 million (an
average of $463 per bond). 30

¢ 13,626 grants for Rent in Advance or Rent in Arrears were provided in 2002-03, at a cost of $2.20 million. 3!

+ SAHT bond guarantees accounted for 27% of all bonds lodged with the Office of Consumer and Business Affairs
in 2000-2001.

¢ During 1995-2002 the SA Housing Trust issued $45.99 million in rental bond guarantees, which assisted 106,306
low-income households in the private rental market.

¢ 82,853 of these tenancies had ended by June 2002, resulting in the release of bonds worth $34.78 million.

¢ Almost half this sum ($15.83 million) was lost to private landlords who were awarded payments from the bonds
as they were released. (If the bond is ‘lost’, the tenant accrues a corresponding debt with the SA Housing Trust,
which may preclude the person from being eligible for other SA Housing Trust services.) 34

+ Some of the ‘lost bonds’ are due to tenants being required to break their private rental lease, in order to move into
public or community housing. As statistics are not maintained as to why the bonds are lost, it is not possible to
state what percentage of lost bonds are due to this reason.

+ In a research paper titled Housing Evictions in South Australia, Slatter and Beer commented that: The Trust's
Private Rental Assistance Program may assist these customers into the private rental market. However, it is
highly probable that they will be in housing stress and may find their tenancies extremely difficult to maintain.s32

The Residential Tenancies Act

Tenants in the private rental market have legislative protection under the Residential Tenancies Act 1995. Bonds
are lodged with the Residential Tenancies Fund, and there is a Residential Tenancies Tribunal to deal with disputes
between tenants and landlords.

On November 27t 2002, the Attorney General announced that the State Government was embarking on a
comprehensive review of the Residential Tenancies Act. A public consultation period followed, with written
submissions closing on February 28th 2003. To date, there has been no official communication about any aspect of
the Review.

Improving Coverage of the Residential Tenancies Act

Security of Tenure

Quiet Enjoyment

Affordability

Standards of Rental Housing

Tenants’ Advice and Advocacy Service

Operation and Administration of the Residential Tenancies Branch
Tenant Databases. 3

® & 6 O O o o o

shelter sa snapshotz




Private Rental Housing

Tenants’ Advice and Advocacy Service

South Australia is the only state in Australia that does not have an independent, non-government Tenants’ Advice
and Advocacy Service to assist all renters. Such a service is vitally important and is urgently needed to assist all
tenants to obtain and sustain their tenancies

Information, Advice and Advocacy services are closely associated with the alleviation of housing stress, dislocation
and homelessness. Such services assist individuals and families to maximise the housing opportunities available to
them and to resolve issues that may compromise the quality or security of their housing. The success and continued
funding of tenants’ advocacy services in all other states demonstrates that everyone — tenants, landlords, and the
wider community - benefits from a service that educates tenants about their rights and responsibilities. It is also
evident that this is more effective and less costly that relying solely on Residential Tenancies Tribunal hearings to
resolve disputes.

A Tenants’ Advice and Advocacy Service can assist people by taking up cases of blatant discrimination, helping
people to be better informed about accessing the private rental market, and assisting tenants with advice about a
range of topics including:

* starting atenancy * rent

+ bond/ deposit issues + repairs and maintenance

+ share accommodation + termination of tenancy

¢ privacy and access + evictions. 34
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Shelter SA Policy Statement 8
Private Rental Accommodation

Shelter SA believes a National Housing Policy should be developed and include taxation and planning
incentives that will specifically increase the supply of low-cost private rental dwellings in a range of housing
options.

Shelter SA believes the State government, through the State Housing Plan, should facilitate the supply of low
cost private rental housing in locations close to employment opportunities, public transport, shops, health and
education services.

Shelter SA believes the State government through the State Housing Plan should improve supports for
households in the private rental market, through a State Rent Relief scheme and programs to help people at
risk of eviction to sustain tenancies.

Shelter SA believes a Tenants’ Advice and Advocacy Service needs to be established as a matter of urgency.

Shelter SA believes the Residential Tenancies Act should be amended to offer greater security of tenure and
increased rights to private renters (Refer to Shelter SA's Submission to the Review of the Residential Tenancies
Act, 2003).

Shelter SA believes that provisions should be introduced to the Residential Tenancies Act in South Australia:
¢ prohibiting tenant database listing without reasonable excuse
e requiring the landlord to ensure that any information provided to tenant database services is correct
e requiring that the landlord notify the tenant of any listing, and the reason
e providing that the tenant may seek orders under the Act to remove their name from a database or to
correct wrong information on a database.

Shelter SA believes the Residential Tenancies Act should be amended to offer more effective protection against
discrimination in private rental.

Shelter SA believes the capacity for the Housing Improvement and Rent Control section of the South Australian
Housing Trust be restored to previous levels to allow for constant monitoring to ensure basic minimum
standards of the Private Rental Market.
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