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BACKGROUND
UDIA acknowledges the difficulty facing the Government in saving lives whilst at the same time doing
all it can to maintain as much economic confidence as possible.
The UDIA has identified specific issues that will now arise for the development sector and the alarming
consequence that will result without appropriate measures. For some, this will mean no choice but to
abandon works which will result in a significant loss in jobs for property related industries and their
workers. It will also mean fewer buyers/investors for many reasons due to employment uncertainty
and general economic confidence.
This document intends to highlight the issues facing the industry, as well as provide possible solutions
to assist the Government in decision making that will guide the industry through this crisis.

LEVERAGE OUR EXPERIENCE & EXPERTISE
When an economy and market is shocked like we are seeing with
Covid-19 there is an inevitable and significant downturn in the market.
Without a market there is no development.
The main causes of failure to the development industry, as seen during the Global Financial Crisis, are:

Valuations
•

Valuations at project completion, both compulsory and bank required, being short sighted,
requiring additional capital contributions.

•

Buyers/Investors terminating or defaulting on contracts due to inappropriately panicked and lower
property valuations, making finance for houses, apartments and land transactions difficult.

Delays
•

Government assistance and stimulus measures being delivered too slowly to save projects already
underway and in particularly getting to those who need it.

•

Settlements being delayed due to economic uncertainty and valuations (see ‘valuations’ above).

•

Construction delays as product, materials and new social distancing polices delay site progress.

Increasing unavoidable holding and other costs
•

Holding cost directly relating to delays and currency falls.

•

Cash flow challenges as businesses try to maintain staff and projects.

•

Increase costs due to logistical and freight delays.

•

Developers holding additional land and having stock from terminated sales (land tax bill increases).

•

Increased property taxes, such as council rates, emergency services levy, water & sewer and open
space contributions.

•

Cash flow challenges due to timing of infrastructure levies.
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HOW WE WILL PLAY OUR PART
UDIA and its members will continue to support and implement the measures recommended by the
Chief Medical Officer (CMO) and Government.
•

The UDIA will promptly alert and provide any recommendations to assist the CMO and
Government maintain public health, while allowing economic (construction) activity to continue.

•

The UDIA has outlined the URGENT and IMMEDIATE action required by Government.

•

The UDIA will continue to provide a staged response with further recommendations to
Government as the current crisis unfolds, to assist in ensuring informed decisions can be made.

IMMEDIATE
NEED FOR
ACTION
SAVE JOBS
South Australia needs to save and maintain as
many jobs as possible. We need to prevent as
many businesses as possible from failing.

MAINTAIN
CONFIDENCE
It is critical to do as much as possible to maintain
confidence in the market to prevent the
termination or default of current contracts and
entice those previously interested home buyers
to continue to purchase.

SAVE PROJECTS
A sudden collapse in market confidence and
subsequently valuations must be addressed
immediately to stop existing property
developments from collapsing.

HELP
BUSINESSES
Due to the immediate fall in demand for new
land, houses and apartments, businesses will face
increased taxes. Immediate relief needs to be
provided to ensure businesses don’t collapse.
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IMPORTANCE OF
THE DEVELOPMENT
SECTOR
When the development sector pause or terminate their projects the impacts are felt
broadly across the whole property industry affecting a range of professions and services.

THE DEVELOPMENT SECTOR

RETAIL

Homewares, hardware,
lighting, fixtures &
finishes.

OTHER

Transport & logistics.

MANUFACTURING & MATERIALS
Quarries, concrete, building materials,
plant nurseries, pipe/ducts/cable
manufacture, bitumen & asphalt.

CONSTRUCTION
PROFESSIONAL SERVICES

Planners, Engineers, Surveyors, Architects,
Designers, Real Estate Agents, Lawyers,
Conveyancers, advertising & marketing.

Civil construction, housing
construction, landscapers,
commercial building.
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QUEENLAND

1.16 million

More
than
people in Australia are working
in the construction sector.

SOUTH AUSTRALIA

In South Australia over

56,000

people are employed in
the construction sector.

In FY2018-19 the total output
in the development sector
across South Australia was

$12.9 billion

value add

refers to the measure of the
economic impact of additional
goods and services produced in
the associated activity in the
development sector.
The total direct and indirect
value add to the South Australian
development and construction
sector during FY2018-19 was

$2.8 billion

* The Economic Contribution of the Development Industry, EY, 2019; ABS, November 2019; Australian Bureau of Statistics,
Census of Population and Housing 2016; https://australianjobs.employment.gov.au/jobs-industry,

Page 5

RECOMMENDED
ACTIONS

The development industry is a major contributor to the national and state economy in its
provision of employment and tax revenue. Due to the current crisis, as the property market
recedes at an ever increasing pace, there will be many developers facing significant financial
hardship and looking to cut all costs/investment to save themselves from failure.
To assist in preventing this, the UDIA recommends the following seven actions:

CONFIDENCE
1. CURRENT PROJECTS NEED ASSISTANCE SO THEY CAN BE COMPLETED

a) Make interest free or low interest loans available for projects under construction so that they
can be completed. This will save large scale developments failing, employees losing their jobs and
subcontractors and suppliers failing as a result of the domino effect.
b) Ensure we will not be a city of incomplete projects that sit in our skyline and across our suburbs
acting as a constant reminder of this failure and damaging confidence for some time as a result of a
lack of extra funding to get projects to completion.

2. ASSIST THE DEVELOPMENT SECTOR AND INVESTORS ALIKE

a) Provide securitisation assistance for funding shortfalls so that valuations at the beginning of
project finance are in effect until 24 months after either settlement or practical completion. This will
ensure re-valuations don’t hinder progress of projects to get to completion or fail on completion.
b) To assist existing purchasers to continue to settlement and aid new purchasers, and to ensure
reduced home loan rates make maximum impact, NEW apartments, homes and land valuations,
i.
For existing contracts should be based upon the existing purchase price.
ii.
For new contracts should be based upon 12 months valuation data immediately preceding
1 March 2020.
Valuation confirmations at project completion are (compulsory bank requirement) being short
sighted requiring additional capital contributions as a direct result of Covid-19. Valuers are
already taking steps to write down property values for projects. The worst part about this is that
the impact is most severe for those who are employing the most people. It’s those in the middle of
completing projects. When valuations come in adjusted as a direct result of Covid-19, and nothing
to do with the fundamentals over time, there’s a real risk that banks could put these very projects
in jeopardy. The impacts are also not just on large developers. Finance also plays a critical role
for South Australian home buyers and the impact of them defaulting on contracts would have a
catastrophic effect on the sector, their own lively hoods and multiplier impact on the economy.
Construction in South Australia, completed by South Australians can not abruptly stop. We need
to keep as many of these projects going, keeping as many people employed and maintaining at
capacity to slingshot out of this economic crisis as fast as we can.
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TAXES AND GRANTS
3.
4.
5.

Provide immediate certainty for business (aiding cashflow) by generating relief from
an increase in 1 July land tax liability which are a direct result of Covid-19.
Immediately introduce a 6 month moratorium on stamp duty for new land, houses
and apartments (including existing contracts).
Defer infrastructure levies to point of settlement to help businesses with cashflow.

Due to the downturn in market confidence and the understandable fear by consumers, perversely
we will see an increase in tax liabilities for many companies and employers. It is vitally important
for the State Government to ensure that the unintended increase in tax liabilities as a result of
Covid-19 are relieved to ensure that businesses don’t fail, and we can ramp up the construction at
the end of this devastating situation as soon as possible and keep employees in jobs.

INVESTMENT
6.

Promote local government fast tracking shovel ready projects with a coordinated
register of consultants & contractors to aid in business subsistence.

7.

Prioritise local government fast tracking projects where infrastructure contributions
have been already been made with state and local government financing the ‘gap’
between funds gathered to date.

An important and invaluable role for the Government is to ensure that when a market suddenly
collapses it provides targeted and directed stimulus and support to ensure that not only those
who most need a helping hand receive it, but there are long term benefits to South Australia. We
still see today many schools enjoying the benefit of the BER programme. There are number of
small infrastructure projects where contributions through levies have already been made, deeds
of agreement have already been signed and design work has been completed. It’s these projects
that need to be implemented without delay. These projects won’t only help those immediate need
but will also build on the future for South Australia.
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a:

UDIA SA, Level 7,
81 Flinders Street,
Adelaide

e:

udiasa@udiasa.com.au

t:

08 8359 3000
Page 8

