> MINISTRY OF BUSINESS,
INNOVATION & EMPLOYMENT
HIKINA WHAKATUTUKI

Ref: 1718-0142

12 SEP 2017

Ms Margaret Mechum
fyi-request-6273-b84ebc94@requests.fyi.org.nz

Dear Ms Mechum

| refer to your email of 25 July 2017 requesting the following information under the Official Information
Act 1982 (the Act):

» I request copies of the reports referred to in point 6 and point 8 of the cabinet minute [SOC (10)
28/1].

e |also request any working documents, drafts, literature review documents, and meeting minutes
associated with the production of these reports.

It should be noted that, whilst SOC Min (10) 28/1 makes reference to reporting back to Ministers, this
minute was replaced by CAB Min (10) 44/8. There is a note on the bottom of CAB Min (10) 44/8 that
notes “This minute replaces SOC Min (10) 28/1. Cabinet amended paragraphs 6 to 8, and added
paragraph 21.” You received a copy of CAB Min (10) 44/8 as part of Treasury’s response to your
previous request of 20 April 2017.

A draft Cabinet Paper was provided to Ministers in April 2011 responding to the relevant
recommendations from CAB Min (10) 44/8, with a final version lodged in May 2011.

The draft Cabinet paper, associated briefing, final Cabinet paper and Cabinet Minute have been
released to you and are listed in the attached document schedule.

Please note that some information has been withheld under section withheld under section 9(2)(b)(ii) of
the OIA, to protect information where the making available of the information would be likely
unreasonably to prejudice the commercial position of the person who supplied or who is the subject of
the information.

Where information has been withheld for section 9 reasons, in terms of section 9(1) of the Act, | am
satisfied that, in the circumstances, the decision to withhold this information is not outweighed by other
considerations that render it desirable to make the information available in the public interest.

Building, Resources and Markets

15 Stout Street, PO Box 1473, Wellington 6140 New Zealand

E info@mbie.govt.nz T +64 4 472 0030
W www.mbie.govt.nz







You have the right to seek an investigation and review of my decision by the Ombudsman, in
accordance with section 28(3) of the Act. The relevant details can be found at
www.ombudsman.parliament.nz.

Yours sincerely

Hilary Eade

Manager, Construction and Housing Policy
Construction and Housing Markets
Building, Resources and Markets
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Ref | Date Document Title Withholding
status

Briefing ~ BN 470 10-11 - Transforming social housing

1 6 April 2011 through greater third party participation: Advice and draft s9(2)(b)(ii)
Cabinet paper

) 6 April 2011 Cabir.let Social Policy Committee Paper - 'Tfans.forming social $9(2)(b)ii)
housing through greater third party participation
Cabinet Social Policy Committee Paper - Establishing a

2011
3 & Mgy Funding Mechanism for Future Social Housing Provision N/A
4 4 May 2011 Cabinet Minute — SOC Min (11) 8/1 N/A







Minister of Housing

Date 6 April 2011

Ministerial office reference
Department reference BN 470 10-11

Transforming social housing through greater third party pa T it
Advice and draft Cabinet paper N
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The purpose of this paper is to present recommengéijp
scope of third party provision of social and e!,,_:__%,_,f
* the steps needed to achieve growth of sochal
* initiatives to grow third sector provisiopfwi

2

the short term N {
» the establishment of a specialist Natio ousing Wrikang
Affordable Housing Ministerig] Adﬁanel *\J
 confirmation of HNZC’s role g8% social housi

needs ‘r
e options for funding the gp '

. R 4
\u “' ‘t
nd affordable h

fﬂﬂ

Q ."t Ls . . . .

( Ratedhat a comment from the State Services Commission on the location
”’{w icular functions has been included in the Cabinet paper

‘u Minister of Finance for his agreement and signature



5. lodge the Cabinet paper with Cabinet Office by 10.00am on Thursday 7
April 2011 for consideration by Cabinet Social Policy Committee on 13
April 2011.

Timeframe (L

Lodge the Cabinet paper with Cabinet Office by 10.00am on Thu@? April 2011

for consideration by Cabinet Social Policy Committee on 13 Apri

Chief Executive g g \
Katrina Bach, Chief Executive & \'

Principal author
Suzanne Townsend, Deputy Chief Executive

s > £y
Y=1e (0] Mima s



Transforming social housing through greater third party participation

Purpose 4
"

1. The purpose of this paper is to present recommendations to increase the scale \. s
and scope of third party provision of social and affordable ho@includin
o the steps needed to achieve growth of social anfhgfforda at
Y
¢ initiatives to grow third sector provision which ' e
progressed in the short term
fa Sectal and

o the establishment of a specialist Nation
Affordable Housing Ministerial Advisg

e options for funding the growth -g“‘\...\,n“
Executive Summary

2. The Government is facing a 4“ nt i 19 P — in particular, a lack of
social and affordable house LERMan
housing is approximately 20,
in Table 1 below) and th(g j&
problem is acute in Auskland’
'W':Il

Included within tifs 2

holds (a breakdown is provided
5,000-10,000 per year. The

st A E , are around 10,000 substandard
coyntry. The C aterBury earthquakes have exacerbated
that agea .«@__-"‘ problems are being dealt with via other

Naiye choice a .Lil’tl\how to solve the problem and the pace of
Hese solu& lude:

_ )
' The social and affgg f: ousing sector includes:

) ire housing assistance because they cannot independently meet their




delivered. Gran 'ﬁ'“‘
regeneration cou
time, es ecn

capability

Relying on HNZC to meet the problem through business as usual
activities could help, although capacity to respond with supply at scale is
limited (perhaps 10,000 new houses) and the cost to Government would
likely be high.

"greenfields" development. In some areas of the country this is viable
but in the worst affected area, Auckland, there is a limited amount of
vacant land available for development at scale in the areas people want
to I|ve and work.

problem.
Urban regeneration. The Government has ®gcess to signifi ozt tpay cels
of Crown land that are currently underutjj{Sge partlcular g state
houses on large sections that could ‘ e, hig a ensity,

: r

.,z;
ital fo

Government to do alone.

Land and stock transfers to t --'q,. sector, iwi —{\? her private
c%di?

organisations. However, e organisa u.,.. %end to be impeded by
lack of liquidity requir_ and

d for

> ‘-qt"\ qUIckIy The other options will take more

.

ﬁ&me or all of the options to increase the supply of
Pursuing an increase in supply of social and

ing on th &cale requnred W|II require mtenswe management




9. This paper proposes setting up a National Housing Unit that will be responsible
for facilitating greater involvement of third party providers, advising Ministers on
appropriate options and liaising with the market to achieve the best results.

10.Over the next year, the NHU would plan to deliver targeted responses to the
supply issue by working with existing grants and progressing current
opportunities, build relationships and develop a national and affordable housing
investment strategy and portfolio management plan.

i N
13.In December 2010, Cabinet announ "'E'a. re

Housing Shareholders Advisory G Ooup
social housing sector that involves

¢ increasing the effecti
o focusing Housing M
housing to tenant§ st
J 7. n and resg

4 B October 20 Tuant 2
U .
-Q\Qoposal that will allow those decisions to be

nding growth of third sector housing provision, including
costs and fundlng sources to achieve thls

ainet has already made decisions to re-focus HNZC efforts on people with
eeds:




 Introduction of reviewable tenancies for new state house tenants [SOC
Min (11) 5/1 refers]

e Housing Restructuring and Tenancy Matters Act 1992 - proposed
amendments [considered by SOC on 6 April 2011]

* Improvements to HNZC’s Social Allocation System [considered by SOC
on 6 April 2011].

17.Cabinet has also sought report backs on improving the performan
assistance, including:

« the problems associated with the current finangjai
 options and recommendations for changes to fi

housing
e an appropriate transition path to a new hou%&assistance [egi

18.An interim report on the above matters is dtg
The case for change

19.As shown in Table 1 below, there is h ] &t d8mand for social
and affordable housing. Estimat eRfLget demand is
50,000 to 60,000 homes: S )
J Auckland has the hig 18

e the Canterbury e _I—'"*'" E
— this is belng add &S

” problem ing
ate houses <




Table Estimated Unmet Social Housing Needs
1 Household Units, as at 31 March 2011

Housing need Lower Upper

No. No.

Living rough1 300 300

Substandard rural housing?

Temporary accommodation’

HNZC Waltmg list "A" + "B"

Over crowed*

(ENT, ) and ho
wgrowth rat «\. i roxmately 20,000 units per annum, with half of

f h ficcurring indluckiand. Current house construction rates are around
2 nnum f Zealand and less than 4,000 in Auckland.

t, at an acceptable cost for social and affordable
a few thousand potential houses (e.g.: Tamaki and
onIy readily available source of suitable land is to increase

housijs \(SI on existing state housing land.

22. the unmet demand is such that state housmg stock would need to

:,‘_“
d orrowing constraints. Different approaches are needed. These include




23.Making significant inroads to the unmet demand issue will require a new
approach involve mobilisation of private debt and equity capital, increasing the
efficiency of uses of existing state housing land and urban redevelopment at

scale =R
Why increase the scale and scope of third party provision? @ v

24.Increasing the scale and scope of third party provision will ac@eléfate reach i@}
the following five year goals, identified by the Housing Sh gr's Advisoryus
Group (refer page 87 HSAG Report of April 2010): !\\ o

significant niche, local and national providets of social housipt
services

¢ new transition products in the marke
affordable houses

¥
accelerated progress in major urban renewa sms
¥

years
¢ significant progress on the ba

sector are based on the pre TR
Cabinet, that explicit develo

providers is required - bo$ 4) his

housing assistance, and
26.As previously ackng

benefits of expand

iy

.. ' available social housing
fundirig and assets from a broad range of non-

J.n" ding commercial, local government, iwi and

;h; lopment and/or operating risk to the private sector
access to s, specialisation and services
costs sayin \Qrough increased choice and innovation

F‘ﬁ to tailor solutions to local and individual circumstances

OW e past three months, officials have engaged with a number of existing
- ‘) otential new providers of social and affordable housing, to test how much
addttional supply could be generated, in which areas of New Zealand.



28.This engagement has confirmed that there is the potential for significant growth
in the total quantum of available social and affordable housing through HNZC
and other providers. There are a range of options to develop new “greenfield”
sites and to redevelop housing on existing Crown owned and territorial authority
land. Ministers have choices as to the future quantum of additional social and
affordable housing, the location of additional housing, and the pace of change.

The possible role of niche and special interest providers

social and affordable housing providers (including no

29.0Only around 2,000 - 3,000 homes could be delivered by * hetg
iwi groups) such as the Salvation Army, IHC and otgers Mveragl g, stock

transfers alone. This is because the condition, loagtion and value of TR

¢ niche and specialist SOCi

housing people with specfabs '. c
range of households L" 9

31. However s fhesnich iters expressed an interest in increasing their
housing s ': Vs inglg I social or affordable housing providers.
Also s TR trong interest in a significant role in social and
aff usmg

ould be given to developing the one or two niche provnders
can grow, during the next two to three years because of

ific HNZC stock and/or Crown land (e.g. Weymouth)

( o | oviding tenancy management services for groups of HNZC housing
\ tside major cities.

o grants for capital to assist the funding of new supply




e potential to assist iwi to become social and affordable housing providers at
scale in their local areas.

33.0nce select providers have achieved critical mass they are in a better position
to realise economies of scale in housing development and generate sufficient
revenue to sustain their operations and contribute to their own growth.

officials. The support these groups are seeking include
e access to land and some specific HNZC properties %\

» the opportunity to take over specific groups of HN }ég.,_:
Community Group Housing) D\

e access to grants to enable them to build capab ".',-k capacit ,2&\9

o specific assistance for iwi and hapu.

36.Social or affordable housing|§
private market. The majg
sector social and afforda
housing supply) are:¢™
e (in Auckland), Jack®f Zccess to

processeg péqfjired for (f &
adisM o work in¢this &r
e an absp of instituti ivate social housing landlords.

l of these 1%5%[\1': is very difficult for the private market to construct

2 f&ébf"é home&%%cale' or people on low incomes in Auckland, where there

Y
=

is gre

by the R ing Programme and requires a different, more affordable
apppeghy,

(@4 N
e E%ne in four New Zealand households require some form of housing assistance:
IroviSion of a subsidy or a house to live in. The cost of financial assistance to Government
i/by an annual average of 9% since 2001/2 to $1.69 billion in 2009/10, and is forecast to

3asé"to $1.86 billion in 2012/13 (Ministry of Social Development). There is particular pressure
nd.

test unmegt.aemand.
& ™y
38.1n rural area?&hs' sue of substandard Maori housing has not been addressed




39.In provincial areas the social and affordable housing market is dominated by
HNZC, leaving little scope for other providers at scale.

40.1t is possible to overcome these constraints and grow the total social and
affordable housing portfolio over time. Additional housing at scale will require: f | p,
e suitable parcels of land v,

e integrated and efficient planning processes .
» organisations which can act as social landlords [? )
e new types of partnership arrangements «’
[} 9

the ability to regenerate existing urban social hou' fopsct

41.The Crown (via HNZC and local authorities) has a ignifica arcels of
residential land that are currently underutilised. &HNZC housgs
land are old or no longer fit for purpose. Thes A

compared to the value of the land on whicHighey
to redevelop at scale. This could be done ;'J'

ide an interim report to
e the performance of housmg

/@ﬁ
7 -ﬁ‘ dwWsory Group found that the third sector would

-rc es »to certain funding sources and access to HNZC
transfer of capital or dwellings to selected non-

increasing goc i }"“ ng stock being rolled out in Australia. The Housing
Shareholderg A L ory Group and additional consultation to date has shown the
sector wil e to evolve to include a greater number of participants over

time, ﬂ\ _//to predict the pace of change.
5

45.A% steps would be needed to plan, coordinate and implement major

efapment projects, and to support growth of third party providers over time,
¥ding:

dentification of potential partners (i.e., organisations that can play roles in
the planning, coordinating, project managing, financing and construction




required for major redevelopment projects) - partnerships with the
commercial sector and iwi have potential to provide access to the finance,
capital and development expertise needed for large scale projects

e finding organisations that can manage social housing tenants and can play
the role of social housing provider, and building their capability - this will
take time and require direct investment and management

 identification of suitable parcels of Crown land and housing stock.
Preliminary work has identified several areas in Auckland whi

20,000 additional dwellings is probably about 10 to 1 arywith the

46.Given these factors a realistic timeframe to achieve b "\'l-'; :
expectation that it may move faster once the first fi{:%'wp

momentum and standard practice are established:

47.However significant progress is also needegl. i
relieve the social housing and affordability pre

Auckland as a priority

48. Officials have examined a range g
including land in various rural and Uthay
for beginning with a set of initfatives in Aucklagd:

@neh, and there is a shortage of
') suitable for re ﬁtial development. The
(o &din March 2011) identified critical

{ Gowetnment: ie Auckland spatial planning process,
e

rat the Gog€rivment’s interests in Auckland housing included:

riae
) 2,
;r b : \} H
imp o}n econoicgrowt® through the provision of good quality, affordable
" hpusiig that attra@c% ntial migrants and retains existing residents

4

\.\
Iping more}vhi%es in housing need, redeveloping poorly performing state
housin%as ety@ant increasing the availability of affordable housing

=

e ensurig 1;4_ ose who rent their homes have access to healthy, stable
) 'Ution at affordable rents.

51.In %\ there are significant sites where land and housing is underutilised
Vhic

need to be reconfigured anyway. Ministers have already agreed to
amaki Transformation Programme, which is likely to provide an example of
pubjic/private co-operation to develop underutilised Crown land with the
purpose of increasing supply of social and affordable housing.




52.Given the scale and severity of housing affordability problems, and the
opportunity to leverage high value Crown land, it is recommended that
Auckland be given priority.

Options for funding growth

v
& "‘h‘" .
54.0n 25 March 2011 CBC noted the estimated operating t"‘ir

funded as part of Budget 2011) of $40 million to $45 o‘ each of the
following three years, to implement the new dlrect cio
housing.

55.CBC also noted that the Minister of Housi
increase in dividends in 2011/12 to 2013/1
proposal on the operating balance.

56.1f more funding is required Ministers ¢ cnsider ot
summarised below. .

57.Further dividend could b sQU mv' '-‘ short term. The
Government has alreadyrg v r@‘f’“ ational efficiency and
effectiveness from ;.--_ 4 T ui savings that could contribute

58. Analysis undertaks ‘*" y the Depaﬁ%f Building and Housing has
highlighted a 5“5 s opgra 1@ s are currently equal to 16% of gross
SES g mpared 3 -.‘w, stry benchmark range of 8% - 9%.% If
HNZC was t&function wi OpR sating costs closer to 9% then this could

iy nfovide s%;%;o p to $70 million per annum. Given the size of

RtiEl savings, s believe the issue warrants further investigation
andipFepose thai inisters invite the HNZC board to identify what steps will be
R ting costs closer to the industry benchmark.

(\ eds from “wrong location” HNZC properties could also
. d|ng of $300 million - $400 million, but this would inhibit

3 This estimate is based on the 3 largest tenancy managers| s 9(2)(b)(i)



Contribution of land and/or housing stock

60. In addition, Government has options to contribute parcels of land and/or
housing stock to raise capital:
e assets could be transferred to third sector providers to enable them to _x"“v:,*
borrow money to finance construction of new housing and/or refurbishment y
of existing houses r‘s‘s L»
e parcels of Crown owned land could be sold to raise capital f9., Hobsonvi m
or Weymouth). &
o

4:1. ways, m
stment, contributi

61. Contribution from Government could be leveraged in 2 ]
including through philanthropic donations, institutional#
from local government, and through sales of some&giw -

redeveloped sites) for owner occupation.

62. A number of incentives have been consideted fpt funding gro

provision of social and affordable hou;

e capital subsidies . \
tax incentives
Crown underwriting of financial riaks

government guarantees

Incentives

‘i‘ of third sector

de-risking
allowing third sector pf
as HNZC. - \ ¥V 4

of tax avoidangs. ,," jour.
64.Capital sU V sar Fdithough for large scale developments there

S N
Efightfiscal impaftay,(Fowever government may wish to consider

ies forr'i' he and specialist providers).
wing'

(9) ird sector providers to receive the same level of
subsidy as RNZC will be incorporated into the wider report on improving
the performande & housing assistance due to be considered by Cabinet Social

Policy ﬁ., 30 June 2011.
&0 — ot recommended

lalstg so examined the option of generating a funding stream through the
ate oRouses occupied by unsubsidised tenants. However this option would

grsalg
@b likely to yield significant revenue, particularly within the short term. While
€ % are a significant number of unsubsidised tenants, the level of rent they




pay is low. In addition, the houses are run-down, with low market value unlikely
to realise a good price. Selling directly to the tenants will not always be feasible
because, even though they are paying a market rent, many do not have the
asset base or level of income required to purchase the home (or another
property) and sustain homeownership.

Implications for HNZC

67.Cabinet has decided that HNZC will focus on housing people hi
for the duration of their need [Cab Min(10) 44/8 refers].. M\ ige

nf iguration. As

hlghllghted in Table 2 belgw t management strategy, a

significant proportlon of 15' i

28,000
12,000
2,000

42,000

[2&\ Wrong place, wrong type
HNZC owaed® @> 24,000

Leased _ 1,000
25,000
67,000




manage a large portfolio of tenancies) do not exist in some areas. It will take
time to identify prospective social housing providers, to build their capability, to
establish partnership arrangements, and to plan and coordinate housing
redevelopment project. Partly as a result, the process of transferring land and
housing stock (which is no longer needed for high needs tenants) to support the
growth of alternative providers will be a staged and phased process over time.

or dispose of assets. This strategy will be informed b

consideration of the possible impact of these de0|3|o :
This will: |

e ensure HNZC’s asset reconfiguration and opgoi ""'eu. anagem
! e}

affordable housing

e create a level playing field for third sec smg provnder
e enable Ministers to balance their !{’kk“ Djectives own rs of HNZC with

zate |nvolve - hthird sector

- - investment strategy
plications are:

there o astage release of some HNZC assets in
: fth the sog "m- ng investment strategy and portfolio

t plan
: t ond \@mg from the investment strategy and portfolio
& ement plfaa\.ﬁ\ts%g ZC’s balance sheet and on HNZC'’s ability to
"an'é’ge its ol assets’would be clearly identified, and would be discussed
with the HN %Qgrd
e the groygth f Z'xange of other providers and re-focussing HNZC efforts on

being a dlord for high needs tenants are expected to impose
discip f HNZC that will reduce their costs and increase their efficiency.




e there are a number of legal issues associated with reconfiguration of HNZC
land and stock - advice on how Ministers could deal with those issues is still
being worked through

e there are a number of legacy products and loan initiatives still being
delivered by HNZC that will need to be reviewed. The State Services
Commission, along with the Department of Building and Housing and 4
HNZC, will consider if these functions should continue, where they should & 3 |«
reside and the transition path for any change. 7 R ;

. 7 N
e eff ct@
the agreed changes to HNZC's role and functions. Th %_'f’u gisiative N
¢ v 4
National Housing Unit (NHU) \ N\*
in C _,

75.Changes to the Housing Corporation Act 1974 will be neege

i
¥

bl r-} ed from

affordable housing market in New Zealan -- d'fo maximise thg
and efficiency of Government’s mvest
77.The NHU would play the following o
e advisor to Ministers o vestment strats ,?_,‘i' A i
an increased supply ¢ @w and afforda using
e allocator of fundi C|al housiad i

78.The NHUL wdllg'w i ernment priorities and objectives for social
and affor 2 63|ng, K ave a number of functions, including:

¢ tlon of gseé%z Ivement of third sector providers to grow the
ov aII quantun‘n% ilable social housing as well as the potential for

<b‘etter effi€iency armd value for money through:

great%atlon diversity and specialisation,

% ditional sources of capital

negotiation, contracting and brokerage of partnerships for

: K /'_i'edevelopment projects
3 elopment of a National Social Housing Investment Strategy and
¢, Bortfolio Management Plan to achieve greater involvement of third sector
Q providers through designing and championing a programme for

redevelopment of underutilised state housing (land) assets including:




— preferred objectives, functions and form for redevelopment
partnerships and new third sector housing service provision models
— proposed priorities and redevelopment initiatives (including the

expected contribution to the Government social housing objectives &
and requirements for funding) R %,/
79.The NHU would also look for opportunities to encourage niche_ggoviders to » :

ergthe NHU (
could be most effective is in its ability to work with multjplespgn ners

includingtes
investors, the Crown and social housing providers to geti{iousas built an«&
where appropriate ensure Crown subsidies make it a e for people -

struggling to find a home.

Minister of Housing. Q
TN
81.The advantages of a dedicated unit wit Rthe con

be able to:
e provide a coherent Gover men
e have clearly defined objeciy
 apply an independent, sdé
land and housing assets
o obtain the mandate tQ!
e keep an overvie @. : a2
o target its actiops effeatively towards Gawvernment housing objectives with
ht prgrities and firmly anchored within

“ #ace wif

reference to oAt

Governmeptp . ; |
2 eie kO
82.The proposgd U would: 4/%
‘a Jiationwide vie n\‘-}%hial housing demand and supply to identify what
2 &W
live

assets can be leveraged to achieve

sig reqirgd and
dovernment’s obje® e
Oe able to worlg.closely with a diversity of providers — including not-for-profit,
Sr-profit, iw'_%&e capital markets

¢ have thg sd%ﬁ@ain the confidence of providers and investors and be

responsiy lent, and able to make decisions.
@
83.To 'Q. er 1ese functions a dedicated unit with specialist procurement skills,
'ni Chief Executive, will be established. Given the strategic nature of

' | need to be an experienced senior leader with proven business skills.

;
i

regjobiy
t%-nd the complexity of the relationships to be managed, a head of the



84.The diagram below illustrates how the proposed NHU will be used to achieve
the Crown'’s objectives for social and affordable housing:

End point: how the NHU contributes to a transformed market

' Role of the National Housing Unit

Crown Third Sector Private Sector %
HNZC =
E=E)] =R @
o | ]
| 5 = = !
1 National Housing Unit
'L National Investment strategy

New Direction - m _
Asset Strategy i
Reviewable
Tenances |
!
v v
L »| State Housing Social Housing | | Affordable

- ST

Proposed short term delive
h in the sector with social

85.The Department ha%ssed potenjfahg
housing provider i ial Pgivate investors. These discussions
indicated a wHIm%\ ome providers, and concrete proposals
fiome

using, under the right conditions.
Annex One and will form the starting point

Bgocurement for social and affordable housing
ifént opportunities to stimulate the provision of niche and

 progress the gl
specialjsf Sgcraf housing providers, including by seeking expressions of
in re@‘. iche and specialist providers for:
cific HNZC stock and/or Crown land (e.g. Weymouth)
\providing tenancy management services for groups of HNZC
housing outside major cities

O o grants for capital to assist th.e funding of new supply



¢ commence the allocation of grants to low-risk, well-established third sector
housing providers (these grants will replace the current Housing Innovation
Fund grants).

87.Within 12 months the NHU wiill;

e develop a draft National Social Housing Investment Strategy and Portfolio
Management Plan for Ministers’ consideration

o identify further specific opportunities to stimulate social a
housing at scale through the formulation of speC|f|c !
development projects.

Location of the NHU

88. ltis proposed that the NHU be a dedicated, sps
locate this unit with the Department of Buiigi .
that:

e one group would be solely respongi
strategy, procurement and relati-,_

QU
o it will result in closer alignmept ofsocial and affer
with social housing poI| \,f

already being undertaken
. Rural and Maori housing,

Ps with the wider building,

the ability to levg afl I7%§I
‘ Racilitate third sector providers to

constructlon n §

89. The core p of the upit @cease supply of social and affordable
housmg 5 .L.,,,u ng togetr dife: ent parties within the housing and
constr, ector. Th e relationships currently sit with the
Ds @ of Buil ng@dousmg

! R R

90: ( _ rswe'[lld not@recludeimanagement of some contracts by the Ministry of

'al DevelopNhere housing was an integral part of social service

also be joint procurement (by the Department and the

Mlnlstry) 2
zlosely linked.

services
e

91. g e age nefits to aligning strategy, procurement and relationship
e ent: the unit could quickly Ieverage housmg initiatives already being



SSC Comment on Location

92. Government is seeking greater involvement of third party providers of social
housing to expand the overall supply of social housing and to achieve
innovation, diversity, specialisation and new sources of capital. In order to
deliver this new approach to the supply of social housing, it will be necessary
for government to take a more dynamic and proactive approach to working
with current and potential providers. This will involve at least four distinct
functions: @4

* development and implementation of a national so eiaffiTs
plan, including the strategic restructuring of the 6
utilised and that are time-expired

* development and negotiation of complex, gt
public-private partnerships with comme
and potentially overseas)

 purchase of social housing outcom
housing providers, including HNZ{

93. Locating a specialist unit wi |

%
pispion (SSC) supports the
proposal to create gaef Bnt€apacity from 1 July 2011 to:

¢ establish robu

¢ draw on comkK

@ expertise Sud rJationshi

o N : ) .

(widlet contex __ ftd to deliver better services more efficiently
&rs, Welu

S and stakehol ding by utilising existing capability,

. \ gmentatigp chieving economies of scale
op/detailed & \Q .on the functions required and the most effective

iyer thosg,functions
ﬁned transition path, working towards implementation

from 1 \él)uly-h

94. The esnt capacity would not carry out any operational functions
itse it &
o’

opuld work with current participants (including DBH, HNZC and
/.“_ _ and develop some of these new approaches for the supply of

and accountability, including cost and legislative implications. The



establishment capacity outlined above could be created by Cabinet decision.
If the establishment capacity were required to take on functions or powers
from other agencies (e.g. DBH or HNZC) this would require specific decisions
on those functions and a different organisational form.

Other Comments on Location

social services and housing together reduces people’s ch0|' Z
they are housed. This is at odds with the direction they %
dealing with people with disabilities.

88. Other offi cials note that the proposed role for the Ncatlon ) ﬁ,

gchteved

t m 'or for the '

n‘ustenal A Panel

ﬁ

bllshmg th nlsterlal Advisory Panel it would be important to appoint:




93. The estimated cost of providing independent advice via a Panel is likely to be in
the order of $80,000 - $100,000 (including any tax payable) per annum.

94. The relationship between such a Ministerial Advisory Panel and the other social

and affordable housing agencies could be as follows:
P e e e e AR oo om mm o mmm
. Minister of %

Minister of
Housing Flnance

r '-.- .,----..le_l_ershl.g -------- @
CEO Board of Z \
DBH HNZC e z

W a -

and Afforda

National Housing HNzC inisterial Advis
Unit
95.Possible Terms of Reference for s anel gre get ot in Annex Three. Itis
proposed that officials submity oposed Term oRReiest nce for the Ministerial
Advisory Panel by 31 May 2

Timing of fina

m:\
97.A con,yng@ $40 - $45 million has been set aside in Budget 2011 for social
hougndui: es in 2011/12 (CBC Min (11) 5/11 refers). Approximately 5

gnt. ofthis fundlng is to be used to |mplement the social housmg




appropriation requirements for the proposals will need to be established prior to
30 June 2011.

Supporting Material Attached
98.A draft Cabinet paper is attached for consideration by the Minister of Housing ("

and the Minister of Finance.

Recommendations

It is recommended that you:

8 refers] Cabinet Greed
Cile ers Ad jis odb and
)

providers of so ‘{ Paysing
Gal aSSISt Q -

1. note that in December 2010 [CAB Min (10) 44/8

?m..*;‘o' ithi
\a‘) ovider of social housing)
ofthird party housing provision, including

T Rding sources to achieve this
dIRg so ial and affordable housing providers (including




5. note that of the estimated 15,000 to 20,000 potential growth in social and
affordable housing over 10 to 15 years, only around 2,000 to 3,000 additional
homes could be delivered by existing niche and specialist social and
affordable housing providers (including not-for-profit, community and iwi
groups) such as the Salvation Army, IHC and others

involving niche and specialist providers that can be p
months

¢ suijtable parcels of [and

¢ integrated and efficient plan@cesses : ‘Q
e organisations which ca%ct as Social landiad!
[

new types of partnershij angements %
®

9. agree that Auckland b€ gf
and affordable hou Ao

fet \Byosal on the operating balance

"
2 e

€’HNZC board to identify what steps will be taken to lower HNZC'’s

e@mg costs (currently equal to 16% of gross rental expenses) closer to the
@ stry benchmark of around 9%



13.note that in addition to HNZC dividends, Government has options to
contribute parcels of land and/or housing stock to raise capital:

e assets could be transferred to third parties to enable them to borrow
money to finance construction of new housing and/or refurbishment of
existing houses

 parcels of Crown owned land could be sold to raise capital (e.g.,
Hobsonville or Weymouth)

17. direct officials led by the DEg
CBC by 30 June 2011 with
proposals above for traffs
sector, including:

Y lications for HNZC of the

(proposegd thanges to the HNZC legislation to give
-““3-&1 S's role and functions)

fguration of HNZC land and stock
Yegacy products and loan initiatives

NZC and the transition path for any change

N

g:, Housing Unit to give effect to the transformation
or as set out in the Cabinet Minute (10) 44/8 of

bmit proposed Terms of Reference for the NHU by 31
ideration and decisions by the Minister of Finance and the

20. "{ h  t the National Housing Unit will have five immediate priorities:

ithin six months:




» develop systems and processes and build key relationships to establish
outcomes based procurement for social and affordable housing
e progress the current opportunities (details are provided in Annex One) to
stimulate the provision of niche and specialist social housing providers,
including by seeking expressions of interest from niche and specialist
providers for:
o specific HNZC stock and/or Crown land (e.g. Weymouth)
o providing tenancy management services for gr ' '. of HNZC
. 4

ON
e commence the allocation of grants to low-risk,
|3ge the

a“; J
stalished thl
sector housing providers (these grants will rep o current Housing®
Ny

housing outside major cities.
o grants for capital to assist the funding of nem

Innovation Fund grants)

Within 12 months:

» develop a draft National Social Hou tment Stiated
¢ identify further specific opportug 5«- to stimulate {w and affordable
housing at scale through the fg [Tl ge scale
y

development projects l \

bt capacity from 1 July 2011 to develop
] requnred, the most effective means to

génce and accountability

@taand legislative implications

stabllshment of a Social and Affordable Housing Ministerial
ry Panel to report 6-monthly to shareholding Ministers with independent




o the progress of implementation
results being achieved

issues arising from or for the implementation of agreed changes in social
and affordable housing

23.agree that the Minister of Finance and the Minister of Housing jointly appoint
a Chair and up to three other members to the Social and Affordable Housing %

Ministerial Advisory Panel @ q
24.direct officials to submit proposed Terms of Refere :..,_, K

iceNar the Social a
Affordable Housing Ministerial Advisory Panel by 31 Way 2011 for
consideration and decisions by the Minister of Fir@nce and the Mi%f
Housing. K

%
<

Suzanne Townsend 0
Deputy Chief Executive Sector ?Iicy

Hon Phil Heatley
Minister of Housjs#g




Crown and NGO contributions to “Specific social and affordable housing

initiatives identified”

Initiative

ANNEX ONE

Central Auckland

Develop 157
apartments and
ground level retail
plus beds from
homeless and
detox

Owns land and has
secured partial
corporate fundi
homeless/de

accelerate
implementation

| number (5-10)
ﬂg;:- HNZC properties

“=fhat would

complement
development

NGO has proposed
transfer of houses to
development at nil
value.

Cost to Crown is
write-off of the value
of the houses
transferred
(potentially $1.5-
$2.5m for 5to 10
houses).

No direct gain to
Crown other than
expansion of number
of affordable houses.




National

Large NGO NGO uses all income Crown provides 50
constructs an the newly built percent of the values
additional 1,000 properties plus of the houses as a
social housing units income from grant (estimated at

over 10 years with  properties already
a 50 percent capital owned by the NGO
grant from HNZC. service the 50
Properties are percent debt funding, 48
offered at 80 required to build the , %
percent of market properties

rental

iwi
Four initiatives to
provide lower cost
refurbishment or
new housing than

. $10m o@
Rural North Island ) QY

" T

Qonstruction

the cost of % meiflods, exf . /' more effective use of
provision under gfel, 0 funding previously
former Rural ) allocated to rural

Housing housing programmes.

Programme \ &




Initiative NGO contribution Crown contribution
Large construction

company
Proposing No contribution No contribution
techniques for offered by NGO sought form Crown.
lower cost other than

construction. opportunity for

Crown to reduce
construction costs

Large developer
Offering funding for  Contribution is

large scale social access to priva
housing i
development

_ (ARupper estimate
(" for this provision

could be based on
HNZC experience)

Potential capital
loss on the
properties at the
end of the term of
the investment and
cost of resuming

K owner ship of the

n the value of the properties. (This
O properties at the provision will vary
end of the widely according to
investment term. the location and
nature of the
development).




ANNEX TWO
The National Housing Unit: Proposed Terms of Reference
Introduction

This is a proposed terms of reference for the proposed “National Housmg Unit”

(NHU) that will facilitate the Government's objectives for transform -._ g the delive

of social housing as a “vehicle for funding social housing prowd Al luding € %

HNZC)*. The NHU will be dedicated unit, established from ,-_.‘_»«;' 2011, to leadews?”
S - .

the transformation of the social and affordable housing s

"%_.

Objectives

for delivering better social and afforda
how social and affordable housing wi N

Role @
Cn
e advisor to Ministers m# yestment s 'r:
increased suppl &l and affi

' osom%l roviders (including HNZC)
‘../'

e monitoremg .-orter of p towards Government’s goals related to social
. {Q housj 9. [ .%

] \

Fufigtigris™

CAB Min (10) 44/8, 6 December 2010.



— access to additional sources of capital

* Facilitatation, negotiation, contracting and brokerage of partnerships and
opportunities for specific redevelopment projects

* Development of a National Social Housing Investment Strategy and Portfolio o _
Management Plan to achieve greater involvement of third sector providers
through designing and championing a programme for redevelog
underutilised state housing (land) assets including:

- preferred objectives, functions and form for redevel )
new third sector housing service provision model s §

contribution to the Government social housing
for funding)

e Report and monitor through establishment
P -
R

progress of the NHU in expanding thir.
delivering value for money and ensutit

! hagrsing provision,
inQRthat third sec@viders meet their
k jsing.

=¥
)
Deliverables and accountabilif} Ry %
\ ey

YrENFT would {223:;_.., tability for specific

The immediate functions of
deliverables, as follows:

_ U mities{details are provided in Annex One) to
stimul _ ision of¢ e'and specialist social housing providers,
i di (b yﬁseekin BXpressions of interest from niche and specialist providers

N

'HNZ stock and/or Crown land (e.g. Weymouth)
" \Guienancy management services for groups of HNZC




Within 12 months the NHU wiill:

o develop a draft National Social Housing Investment Strategy and Portfolio
Management Plan for Ministers’ consideration

¢ identify further specific opportunities to stimulate social and affordable housing
at scale through the formulation of specific, large scale development projects.

In the medium term the NHU will:

Portfolio Management Plan.
Critical relationships

The NHU will need to maintain close rela g" i
e Other government agencies in deliv
— Housing and social assistancng; Minist
HNZC, other parts of DBH A\ S
— Assistance programmes %\ aori (Te Pun

(Ministry of Pacific Island
= *ﬁv.‘;‘

gifacture Unit of the Treasury) and
general Governme OCt Ministtyof Economic Development).

developers, ban f' : v .
e Third party, erading’thi oCtal housing service providers and partners

\_Bg’ector Q ropriate skills and experience, will be appointed

_.anteglc and op tlnal leadership to the NHU.




ANNEX THREE

Social and Affordable Housing Ministerial Advisory Panel: Possible Terms of
Reference

Context

It is proposed that a Social and Affordable Housing Ministerial -_,
established to oversee the transformation of the social and affor 2]

sector.

Role
The key role of the Social and Affordable Housing Mi %ial Advisorys

Advisory Panel) is to provide independent advice 6 thig
Minister of Housing (Ministers), on:

o the progress of implementation
o results being achieved

I‘H § v
e issues arising from or for the imp, @on of ag anges in social
and affordable housing.
Membership 7

The Advisory Panel is compriseg 4
chair. The membership of the 7l "='."

. of third sector soc ) h,,

™, I": \.- . b
partn " Q‘?\‘
Mlnlsters @mt the Ch p to three other members to the Advisory

iris respons for ensurlng that the Advisory Panel has a well-planned
and focused ager;&’\z istent with their objectives, and that Ministers are kept

well-informed #f t sory Panel work. The Chair is also responsible for
managlng exteq munlcatlons of the Adwsory Panel The Chalr needs to




Mandate and Authorities

The Advisory Panel does not have any formal decision-making authority, will not
have any statutory functions or exercise decision rights. It will not need to exercise
any powers.

The Advisory Panel reports to the Ministers 6 — monthly on progress and reports
on individual programmes at key decision points as requested by Ministers.

Appointments

The Advisory Panel appointments are Ministerial appoin
relationships and may be for periods up to 3 years.

inability to perform the functions of the office, b
misconduct.

Fees and allowances are paid in accordance W
guidelines.



In Confidence

Office of the Minister of Finance (L
Office of the Minister of Housin%
Cabin icy Commi

Transforming social housing through greater third @cipatio\
Purpose @ 0

1. The purpose of this paper is to present reco My e The scale and

scope of third party provision of social an ding:
* the steps needed to achieve growt ,__.-r-"'&‘r-.,-_ housing at scale
e initiatives to grow third sector pravisi sralRgould be progressed in

the short term

e confirmation of HNZC

needs
e options for fundi @j
Executive Sum% Q
2. The Gove facing ak t housing problem - in particular, a lack of

rrent unmet demand for social and affordable
&0,089-60,000 households (a breakdown is provided in
Fewing at a rate of 5,000-10,000 per year. The

S

Rations who provide social and affordable housing (including HNZC and third sector
Welers such as not-for-profits, non-governmental organisations, iwi and commercial
ders).



Included within this estimate of unmet demand are around 10,000 substandard
houses across the country. The Canterbury earthquakes have exacerbated
housing problems in that area but those problems are being dealt with via other
mechanisms.

Ministers have choice about the how to solve the problem and the pace of change.
These solutions include:

¢ Relying on HNZC to meet the problem through business as Ust:
could help, although capacity to respond with supply at scale
10,000 new houses) and the cost to Government would like

! wthis Ts viable b[it%\\
the worst affected area, Auckland, there is a limited & ) “of vacant land

* Providing grants for proposed projects that argdg :
leverage off the third sector, iwi and private o i
quick wins. Although there is currently so ROTTE
costly to Government to rely on this opti -ﬁ@f;

e Urban regeneration. The Governmeyfft |

¢ Land and stock transfers t¢ ; _ g ? other private organisations.
However, candidate ofpffapi bg'tpeded by lack of liquidity
required for developmexf
size of the problenf.

increase f‘social and affordable housing it is

demand

A atisfied.
The optioqh éh&g%ed abovg‘-@a iF / e speed at which results can be delivered.
=) \a\vg projects in the pipeline and urban regeneration
iVe

Grants %@ﬁsations thath
could dg égﬁnew supplysfjuickly. The other options will take more time, especially
L _Eti f{\at would¥eg

increasing the scale and capability of the third

™
S

28

serone, some or all of the options to increase the supply of
Ig*housing. Pursuing an increase in supply of social and

affordable §'on the scale required will require intensive management.

Differgnt @o’ the country experience different barriers to increasing supply.

/in each area will be case specific.

S

Th eSQc_)\
. Fo %‘ le, the key problem in Auckland is limited vacant land but considerable
) ilised land. There is scope for development at scale, but this would be an
fordable investment for Government alone. Working with partners is key, but




there are limited options at present because third sector/iwi presence in the market
is small and have limited ability to be quickly scaled-up without the right support.

9. This paper proposes setting up a National Housing Unit (NHU) that will be
responsible for facilitating greater involvement of third party providers, advising
Ministers on appropriate options and liaising with the market to achieve the best
results.

10. Over the next year, the NHU would plan to deliver targeted respg
issue by working with existing grants and progressing current o
relationships and develop a national and affordable housingf

bullg )
and portfolio management plan. \ ﬁ g
xply, fun

11. Over time the NHU will evolve to lead procurement ofmew s arange
of housing providers (including HNZC and the third S&ctor) and respopdingu:

o
for Govegam

jqunced its respgp g»\.; :
() w ..
v 5&5 '

dhagreed a d

housing to f %.!’P ith the gre &
 aligning theor nisatior@.ﬁ
[STR M, (¥0) 16/1 o@ 2010 and CAB Min (10) 44/8 of December 2010

'l‘a’}l
R Ilpa-f)er seeks"é&e}mé\t on a proposal that will allow those decisions to be

()

impiemented.

156. Cabinet invﬁ inister of Finance and the Minister of Housing to report back

role of HNZC (as a provider of social housing)

to Cabine@ Policy Committee on:
o _3 igl scale and scope of third sector provision of social housing
G
)

? Hamedind Housed: A Vision for Social Housing in New Zealand — the Report of the Housing

Shareholders Advisory Group of April 2011



¢ options for funding growth of third sector housing provision, including
incentives, costs and funding sources to achieve this

» the vehicle for funding social and affordable housing providers (including
HNZC).

16. Cabinet has already made decisions to re-focus HNZC efforts on people with high
needs:

* Introduction of reviewable tenancies for new state house teng
5/1 refers] \

e Housing Restructuring and Tenancy Matters Act 19
[considered by SOC on 6 April 2011]

¢ Improvements to HNZC’s Social Allocation Systeﬁonsn ered by %n

6 April 2011]. @
"\; ieg SFfousing
v

o

17. Cabinet has also sought report backs on inig
assistance, including:

¢ the problems associated with the ¢ Jfre

» options and recommendations fag,

¢ an appropriate transition path Q¢ ;‘* housoing

The case for change

. i L _-'5' ) [ .
19. As shown in Table {{belaw, there is a high

affordable housing, ates suggest the
60,000 homes: ( /N, 3
. iz W hi @ tion of unmet demand and the problem is

st
have led to increased unmet demand there — this

hefnd addressed €bparatel
here is a sinifica roblem in rural areas arising from around 10,000

ivate houses

ave ongoing demand, but do not have significant unmet



Table 1 Estimated Unmet Social Housing Needs
Household Units, as at 31 March 2011

Housing need Lower Upper
No. No.
Living rough’ 300 300

Substandard rural housing?
Temporary accommodation®

HNZC Waiting list "A" + "B"®

Over crowded*

Estimated unmet housingﬂeed

Notes:
1. Housing Shareholders Advisory tzi

2. Report on Rural Housing Pro BN .
3. HNZC.
4, Statistics New Zealand ':»-__-* extent of cro in New Zealand? An

lew Zealand hou5el 986-2001

20.

arigrating situation in the Auckland region.
ctionSiindicate a required housing stock
fer annum, with half of that growth
struction rates are around 15,000 per
4,000 in Auckland.
21. smplicated because the available land suitable
cost for social and affordable housing is limited
i HBuses (eg: Tamaki and Weymouth). The only
‘Quitable land is to increase housing density on existing

P

,@.

_ er few years. The scale of the investment required is
e Government can afford in the face of current fiscal pressures
onstraints. Different approaches are needed. These include

s, grant funding and making better use of state housing assets.

ignificant inroads to the unmet demand issue will require a new
ch involve mobilisation of private debt and equity capital, increasing the
giency of uses of existing state housing land and urban redevelopment at



Why increase the scale and scope of third party provision?

24. Increasing the scale and scope of third party provision will accelerate reaching
the following five year goals, identified by the Housing Shareholders Advisory

Group (refer page 87 HSAG Report of April 2010):
e accelerated progress in major urban renewal schemes

¢ significant niche, local and national providers of social hou 4 . nd servic
e new transition products in the marketplace supporti g w or affo a@

houses

¢ significant progress on the backlog of repalr

25. Proposals to achieve the transformation of 'f
are based on the premise, substantiated bylp
explicit development of third party scal '\ ;
to meet predicted increases in deman 2 i ‘“" i
constraints on government fi nance@

26. As previously acknowledgeds ab (Decetﬁ&l.) the expected benefits

of expanded third party provj mclude

Sifrom a broad range of non-
ial, local government, iwi and

. c@q thgs throu e sed choice and innovation
/( ability t Nﬁ Iutlons to local and individual circumstances
( dynamlc ch to the wider rental housing market, for example, in
tandards, % of affordable and secure rental housing.

Scale and scop&i\ t can be delivered and by when?

27. Ovg hree months, officials have engaged with a number of existing and
! - prowders of social and affordable housing, to test how much
| Q‘.

s engagement has confirmed that there is the potential for significant growth in
g'total quantum of available social and affordable housing through HNZC and
er providers. There are a range of options to develop new “greenfield” sites



and to redevelop housing on existing Crown owned and territorial authority land.
Ministers have choices as to the future quantum of additional social and
affordable housing, the location of additional housing, and the pace of change.

The possible role of niche and special interest providers

29. Only around 2,000 - 3,000 homes could be delivered by niche and specialist
social and affordable housing providers (including not-for-profit, community and
iwi groups) such as Salvation Army, IHC and others by levera -_,ﬁip: _
alone. This is because the condition, location and value of the\sf¢

provide limited scope for leverage and additional housing, 908k, Nr}/
8 grow they are

30. While some niche and specialist housing providers are ":'a.s% '
cautious about the speed and scale of change, as they wisl
their core business rather than move into provision&
The potential to grow this segment of the housi

eneral socia SiRg.
L? ;.n. t is limited hecalse:
 niche and specialist social and affordatfle h3usi i -

represent only 1.2% of the total houging taafket
[

e most have a narrow focus - they che organisat
housing people with special ngeds%r Particular pEeRiem
range of households) \\_{'

() remaiused on

31. However, some niclf o‘"“? iders have
housing stock ap@becos
if

ing gener,
some iwi have if§ :%:h a strong &re
affordable hg&Sh ovisio_ Y a N

alt'social and affordable housing market, officials
given to developing the one or two niche providers
28 grow, during the next two to three years because of
vith them to quickly deliver results. They will need

4 é_gﬂg to work :&%
iditional suppS%c:%t?uil capacity and capability to play a greater role. Within

pext six moathse pressions of interest could be sought from niche and

* specifi RNZE stock and/or Crown land (e.g. Weymouth)
: %'\'ng tenancy management services for groups of HNZC housing outside
rajeg cities.

ranis for capital to assist the funding of new supply

f wpotential to assist iwi to become social and affordable housing providers at
‘ /'scale in their local areas.

or affordable housing providers. Also
in a significant role in social and

32.




33. Once select providers have achieved critical mass they are in a better position to
realise economies of scale in housing development and generate sufficient
revenue to sustain their operations and contribute to their own growth.

34. As described in Annex One, there are a number of specific proposals that niche
and specialist social and affordable housing providers wish to progress with
officials. The support these groups are seeking include:

¢ the opportunity to take over specific groups of HNZC ten

e access to land and some specific HNZC properties :
") '
Group Housing)
e access to grants to enable them to build capability

g. Commn@
¢ specific assistance for iwi and hapu.
Achieving growth of social and affordable housmg A @

35. While special interest niche providers play ul ortant role, ‘hot be able
i wndaffordable housing to meet the

high and growmg demand for social a _able houartl ularly in

36. Social or affordable housing devel‘ | " t occur within the
private market. The major c ‘m- and growth of third
sector social and affordable -' Jrowth of new affordable
housing supply) are: -

* (in Auckland), lack oggcc itak hrgels of affordable land, both

e the long timeffgr
required for%

dlsmcer@ 0
o absense il

fthese ac s i very difficult for the private market to construct
omes at r people on low incomes in Auckland, where there is
an

unmet

outcomes of the planning processes
ts creates uncertainty and a
he market (which has a lower yield)

ﬁ!ﬂ
BrisStie of substandard Maori housing has not been addressed
Isifig Programme and requires a different, more affordable

38. In ralareas
by the Rufa
approach

&C‘

(w (o] $1 .86 billion in 2012/13 (Ministry of Social DeveIopment) There is partlcular pressure
on Auckland.



39. In provincial areas the social and affordable housing market is dominated by
HNZC, leaving little scope for other providers at scale.

40. Itis possible to overcome these constraints and grow the total social and
affordable housing portfolio over time. Additional housing at scale will require:

suitable parcels of land

¢ integrated and efficient planning processes
¢ organisations which can act as social landlords

¢ new types of partnership arrangements

41. The Crown (via HNZC and local authorities) has cé;?
residential land that is currently underutilised. SN
are old or no longer fit for purpose. These ou

42. To make it viable for third party prowd grRed
revenue from rents or upfront subsi | be requwed . .,,; reSent, some low-
income households, dlspropomo se not a‘“‘_ th HNZC, are under
financial stress (many of thegg are réi V|ng th& Ac ~M
while some HNZC househol ,,:'S elvmg Incoi?&\w

more than they need.

43. Officials, led by MSD, ' i ¢ de an interim report to Cabinet
by 30 June 2011 ondptiers to i % sarformance of housing financial
assistance. This u the requirements for third sector
providers to obt;

Timeframe t ac e ubstan@

44. The H harehol ory Group found that the third sector would grow
1bstar y with a e%ﬂam funding sources and access to HNZC land.
'ha mendec?%;%E er of capital or dwellings to selected non-government
Lorgatirsati itially Myget 20% of the sector’s need over five years. This is
[ be proven and i is based on current plans for increasing

ed Rents) are receiving

45. n« b fsteps would be needed to plan, coordinate and implement major
Io § ent projects, and to support growth of third party providers over time,

o -' identification of potential partners (i.e., organisations that can play roles in the
~ planning, coordinating, project managing, financing and construction required



for major redevelopment projects) - partnerships with the commercial sector
and iwi have potential to provide access to the finance, capital and
development expertise needed for large scale projects

 finding organisations that can manage social housing tenants and can play
the role of social housing provider, and building their capability - this will take
time and require direct investment and management

» identification of suitable parcels of Crown land and housing stock. Preliminary

work has identified several areas in Auckland which could p€fdeveloped, L » /
consistent with the draft Auckland spatial plan. ) @'}
46. Given these factors a realistic timeframe to achieve betwe! nd 15,00% |
20,000 additional dwellings is probably about 10 to 15 ye&gs, With the expectatio

that it may move faster once the first few are in plage and nf d
standard practice are established.

47. However significant progress is also needefi
relieve the social housing and affordability

Auckland as a priority

2;{% to Crown land,

o R
48. Officials have examined a range qf o ns to provid
i i B are strong reasons for

1 “‘3 .}
beginning with a set of initiafives i \

49. Auckland is the area of grea \ &
available land which is %j ‘9} lopment. The Auckland Plan

discussion documen (. cae i \ Fidentified critical housing issues
such as undersuppl .h,.r"“;u of choice, fosgqu

lity and overcrowding.
50. In considering d@ﬁnent s mpu%;h" Auckland spatial planning process,
Cabinet ag @ e Gover@ interests in Auckland housing included:
v 1 & ]

there is a shortage of readily

) .economic fhrough the provision of good quality, affordable
. h \J@that att ctx ial migrants and retains existing residents
(’o 'be.ttgr helping m%%\lhes in housing need, redeveloping poorly performing

X (é_tate housi assets nd increasing the availability of affordable housing

nsuring t who rent their homes have access to healthy, stable
accon&z\ t affordable rents.
51. In A%ckl d there are significant sites where land and housing is underutilised

and whic d to be reconfigured anyway. Ministers have already agreed to the
7 kl Ransformation Programme, which is likely to provide an example of

Rl Br.tvate co-operation to develop underutilised Crown land with the purpose
easing supply of social and affordable housing.




52. Given the scale and severity of housing affordability problems, and the
opportunity to leverage high value Crown land, it is recommended that Auckland
be given priority.

Options for funding growth

53. There is a range of funding options available to the Crown, depending on the mix
of options Cabinet wish to pursue. &

54. On 25 March 2011 Cabinet Business Committee noted the estitg
costs (not currently funded as part of Budget 2011) of $4Q ,_""
each of the following three years, to implement the new,
affordable housing [CBC Min (11) 5/11 refers].

55. CBC also noted that the Minister of Housing woulcﬁ%g to HNZC t an

impact of i'g, bldget

b % abinet. These

57. Further dividend could be so tfrom'HNZC Qv ﬁ\,«-.« term The

in S|gn| r.s

aftt dlng and Housing has highlighted
i 1 y equal to 16% of gross rental expenses
% range of 8% - 9%.* If HNZC was to function
®this could potentially provide savings of up
¢ size of the potential savings, officials believe
ation and propose that Ministers invite the

ps will be taken to lower operating costs closer to

56. If more funding is required other optlons 0
are summarised below.

Further dividend from HNZC : \ '

ngs that could contribute

58.

e lthas gdd@gécial responsibilities to those of a private sector

's modelling indicates that some $120 million of its costs
)&yprovision of social activities that would not be undertaken by a
; I’CI | landlord. While this related to activities that clearly met the

) S
_ " eing "social", the impact of HNZC'’s social objectives can be seen
g& ng degrees in most of the activities the HNZC undertakes. Around $73
I

rillion relates to HNZC's core tenancy and asset management functions

* This estimate is based on the 3 largest tenancy managers s 9(2)(B)(it)




(excluding maintenance which it is assumed DBH has excluded from the
comparison).

e The costs relate to the various activities that HNZC is contracted to undertake
the Income related rents Agreement entered into under section 7 of the
Housing Restructuring and Tenancy Matters Act 1992 services provided to the
Crown (needs assessments, placement / waitlist management, IRR S
calculation & subsidy management etc), provision of the options and advice & '

service, case management to enable sustainable tenancie ’,r““i;’e er damag Q Qs
S 8
n\: er/than mgr\ )

(partly arising from bonds being based on income related r
Y

(

rents) and a variety of other activities.

questionable. This is generally only a base fee
such as inspections, arranging maintenance etc
substantially increase the fee. The fee is ~€@o

570G

¢ Q& )
~'- els of land and/or housing
0!
> .‘*- to third 520 ofipgviders to enable them to borrow
truction of et hing and/or refurbishment of
A
ned land @ sold to raise capital (eg, Hobsonville or
¢
‘ﬁ&g d be leveraged in a number of ways, including

'ﬁ‘" , fthropic d 1a qs institutional investment, contributions from local
L, and thiQugh s\a\le of some individual houses (on redeveloped sites)
occupation. Ry,

Sn

61. In addition, Government hag’
stock to raise capital:

%
o 84%
63. A number oﬁigcéu}(ves have been considered for funding growth of third sector
provisionfot spejal and affordable housing. They include:

. sidies
q&\gc ntives
Fown underwriting of financial risk
government guarantees of investment performance




e de-risking
e allowing third sector providers to receive the same level of income subsidy as
HNZC.

64. The option of tax incentives has been discounted because incentives are
inconsistent with the direction of tax policy, and they leave open the possibility of

tax avoidance behaviour. % \
65. Capital subsidies are transparent, however for large scale dev s ¢ w
would be high fiscal impacts. (However government ma ; 3

subsidies for smaller niche and specialist providers).

same level of income subsidy as HNZC will be incagporated into the
on improving the performance of housing assistang [

66. Consideration of the possibility of allowing third sect rrs to regej

Cabinet Social Policy Committee by 30 Ju
A further option — not recommended
67. Officials also examined the option of @1 ing
sale of houses occupied by unsubsi nants. How
unlikely to yield significant revenu&parifeularly wit
are a significant number of tenan

level of income requiredi
. o
homeownership. m

Implications for HN

68. Cabine @
needs forghaidus:
consi anial

Sg ciad@ftion Systerd defi

HANZC WitFbe respo

ZC will contir%‘%;;play a major role in providing housing solutions for a large
anders and will continue to be a large social housing provider

.s l
ef ;hé \HNZC will focus on housing people with high

1Cab Min (10) 44/8 refers]. The advice

69.

70. The gha é in fécus for HNZC has implications for its asset portfolio. As the
ds, & Righ'needs tenants is implemented, and existing tenancies are reviewed
3 ?&o er time HNZC will require houses in a different geographic spread to

S{AE \Y
- ",""- t portfolio.

7C has also identified further opportunities for reconfiguration. As highlighted
able 2 below based on HNZC’s asset management strategy, a significant



72.

73.

proportion of its housing is viewed as being either in the wrong place or of the
wrong type.

Table 2 Right place, right type
HNZC owned:
Acceptable quality 28,000
Impaired 12,000
Leased 3 2,000
Sub-total . 42,000\
Wrong place, wrong type = ' R
HNZC owned 24,000
Leased %¢ 1,000
Sub-total > Mo
Total 67,000

It will take time for HNZC to reconfigure |ts .
management strategy with its new focug e - This is partly
because alternative social housing provic (i in partlcul vuders who can
manage a large portfolio of tenancieshdoWot exist in some aréas. It will take time
to |dent|fy prospectlve somal houstag prpviders, to q@? capability, to

Kﬁwp dinate housing
of transferring land and

geds tenants, to support the
d phased process over time.

redevelopment project. Pa
housing stock, wh|ch is no I

PAC fthese decisions on HNZC s ability to buy
e @”} ill be informed by HNZC asset needs. This

sure HK r'n iguration and ongoing management strategy
)€3 not inhibit dfog“crowd out” third sector provision of social and
rdable housing\-’\

o create a Ieve aying field for third sector housing providers

) enabl@, Mi | to balance their specific objectives as owners of HNZC with
their wi ctlves of achieving greater involvement of third sector
prov ocial and affordable housing.

a rees to the development of a social housing investment strategy and
anagement plan outlined above, the implications are:

HNZC Board would retain responsibility for managing the assets need for

a&f"_ \
high need tenants and for providing advice to Ministers on management of



these assets. The HNZC asset management strategy would need to align
with the social housing investment strategy and portfolio management plan

o there would be a staged, phased release of some HNZC assets in
accordance with the social housing investment strategy and portfolio

management plan Q

¢ the impacts on decisions arising from the investment strategy and portfolio i /
management plan on HNZC’s balance sheet and on HNZC'’s ability to R
manage its own assets would be clearly identified, and wo discusseg ==, O
with the HNZC Board A

o the growth of a range of other providers and re-fo S8 Hyzc effort_
being a social landlord for high needs tenants are tad to impose

disciplines on HNZC that will reduce their costs

se thei%:;ncy.
75. Officials propose to report to Cabinet Social Poljg Ch mmittee by 3 Tune2011
_ 3 ormation

. .‘.! [) ( : . I.. = :
* there are a number of legal issues ags -'@._; i with reconfigliation of HNZC
land and stock - advice on how Migf! could deal with t issues is still
being worked through _ \.\

e there are a number of legacy f ~ and loanghitk
by HNZC that will need Wed. Th& §tal

76. Changes to the Hou#Tn)
agreed changes to, FiiY

National H'@/it -HU) @»\é

'ational Housing Unit (NHU) is established as of

to lead e c' amme of work ahead to transform the social and

_ “housing segiora New Zealand, and to maximise the effectiveness and

gy of Goy _e_rnme investment in social and affordable housing.
The’NHU wo

'

78.



79. The NHU would work to achieve Government priorities and objectives for social
and affordable housing, and would have a number of functions, including:

» facilitation of greater involvement of third sector providers to grow the overall
quantum of available social housing as well as the potential for better
efficiency and value for money through:

— greater innovation, diversity and specialisation ‘ )
— access to additional sources of capital %
&b tor o)

e facilitation, negotiation, contracting and brokerage of partn&&hig's for sped ficg \
redevelopment projects \ 4

80. The NHU would also look fog
partner together to increase 5
be most effective is in its ab
the Crown and social ho R

81. Possible Terms of
proposed that offici
31 May 2011, fo
Minister of If

82. Thea es of a dedj nit with the confidence of social housing partners
is thafutpvilibe able to: @
_ ' )% a coheren rnment interface with the sector

. have cIearIy%’é@;d objectives
. apply ni ‘ﬁg ent, sector wide perspective to the use of existing Crown
g assets to leverage increased total supply

land an %a
%bta ndate to broker a range of deals effectively
C;Cke%b%n-d/vervlew of the sector as a whole

\,%%t its actions effectively towards Government housing objectives with
. rence to broader Government priorities and firmly anchored within
1Government policy.




83. The proposed NHU would:

» take a nationwide view of social housing demand and supply to identify what
is required and how Crown assets can be leveraged to achieve Government's
objectives

» be able to work closely with a diversity of providers — including not-for-profit,
for-profit, iwi and the capital markets

» have the skills to gain the confidence of providers and invesiags
responsive, efficient, and able to make decisions. '

84. To deliver on these functions a dedicated unit with i R

the work and the complexity of the relationships to b m Rage
NHU will need to be an experienced senior leader with proven busine -""-"*-v?__ ills.
i -.'\'.\

Affordable
Housing Redevelopment

} gness to grow among some providers, and concrete proposals for
a gressing social and affordable housing, under the right conditions. These



opportunities are detailed in Annex One and will form the starting point for
ongoing work by the National Housing Unit.
87. Within six months the NHU wiill:

* develop systems and processes and build key relationships to establish
outcomes based procurement for social and affordable housing

e progress the current opportunities to stimulate the provision of niche and
specialist social housing providers, including by seeking exgressi
interest from niche and specialist providers for:

outside major cities
o grants for capital to assist the funding of newgs

housing at scale throug
projects.

Location of the NHU (’}j

89. ltis proposedt it 1 \ | [HU be a c: d specialist unit. One option is to
locate this unit.witfy file Departmpeqt Bunldmg and Housmg, on the grounds that:

|onsh|p management

ousmg p

uIt in CINAQB@M of social and affordable housing functions with

the ablllty to" yerage existing housing initiatives already being undertaken by
the Depart Building and Housing (e.g. Rural and Maori housing,
Tamaty g?%gnatlon

o the ai erage existing relationships with the wider building,
ucti

<

and housing sector to facilitate third sector providers to increase
y of social and affordable housing.

purpose of the unit is to increase supply of social and affordable
by bringing together dlfferent partles wnthln the housing and constructlon




91. This would not preclude management of some contracts by the Ministry of Social
Development where housing was an integral part of social service delivery.
There could also be joint procurement (by the Department and the Ministry)
where the purchase of housing supply and the purchase of social services were
closely linked.

undertaken by the Department of Building and Housing.

SSC Comment on Location &=
é Y

93. Government is seeking greater involvement of thircégr;y viders o
4

92. There are benefits to aligning strategy, procurement and relationship Ob\’\ I
management: the unit could quickly leverage housing |n|t|at|vedy being . O

housing to expand the overall supply of social hou

diversity, specialisation and new sources of capitafy
approach to the supply of social housing, it
take a more dynamic and proactive approagh
potential providers. This will involve at Ie

e development and implementation s. Sfional som"

plan, including the strategic rest fipg of the sta = u n i
including current properties th&t arejin low dem "B , that are under-
utilised and that are tlmplre m.
¢ development and negoti ’@\, complex, %%urban redevelopment
A D

public-private partner hips ers (from New Zealand and
potentially overseas 04

g outco _“f' current and potential social
uding HNZ\QG' \

a provider of social housing to tenants

“department would be one option to perform one
' hese functlons could be delivered by one or more

&% é’ontext of the need to deliver better services more efficiently to
n@ stakeholders, including by utilising existing capability, reducing
itation and achieving economies of scale

. detailed advice on the functions required and the most effective means

ellver those functions
@ velop a clearly defined transition path, working towards implementation from

July 2012.



95. The establishment capacity would not carry out any operational functions itself,
and it could work with current participants (including DBH, HNZC and MSD) to
test and develop some of these new approaches for the supply of social housing.

96. SSC will provide detailed advice on the creation of such an establishment { _
capacity by May 2011, including on its purpose, form, functions, governance and = V4
accountability, including cost and legislative implications. The establishment C =%
capacity outlined above could be created by Cabinet decision. O

establishment capacity were required to take on functions or .ﬁw_ 3 from oth e N

agencies (e.g. DBH or HNZC) this would require specifie.dé

functions and a different organisational form.
r@wirifyy social
: are

dealing

Other Comments on Location

97. The Ministry of Health notes in its comments o
services and housing together reduces pedple’s

housed. This is at odds with the direction % ¢
'r

with people with disabilities.

98. Other officials note that the proposed @the NHU c‘-"o, of funding to
build capability of prospective socjal %»:. g provid support their entry
into the market would be broader :.4,:} rchasg, of flociafiservices. This role
would also involve a wider rarge of providers thafutfrexefisting niche and
specialist providers. In addi-gvould be im wfor the NHU to establish
partnerships with private seciarahd commes€ig

considerably wider focu _,.the Ministry

this area. gy
A Social and Afford sing Minf.-? Rdvisory Panel
' N
99. Giventher akeholde 2 ’\T%ﬂmplexity of the reforms, the uncertainty as
to pace@andii t over af? pgtime) it is proposed that a Social and Affordable
Housing Vi i 1al Advisory'®aneél” (the Ministerial Advisory Panel) is established
9rt 8inthy at 6-mo int&rvals to the Minister of Finance and the Minister
sihg) with indQ%fnt Advice on:
Jprogress of imp entation
)

sults being.a I%aved

o issuearisint | rdm or for the implementation of agreed changes in social and

- 4
afforda é% ing.
o ( )

100. It ig rc% hat the Minister of Finance and the Minister of Housing jointly
Zbpsint '\‘{Chair and up to three other members to the Ministerial Advisory Panel.

blishing the Ministerial Advisory Panel, it would be important to appoint
bers who:

have sector-wide knowledge and the right expertise



¢ no conflicts of interest
e are able to provide neutral advice.

102. The Ministerial Advisory Panel would not have any statutory functions or exercise
decision rights. It would not need to exercise any powers.

103. The estimated cost of providing independent advice via a Ministerial Advisory
Panel is likely to be in the order of $80,000 - $100,000 (including & y tax paya )
per annum. V4

104. The relationship between such a Ministerial Advisory Park {.-—q e other gpajal =
and affordable housing agencies could be as follows:

Minister of
Housing

.
LT
-
-
‘s

Unit

Finance and 6?
Consultath2
_-'.-'.. 55

i ,,:;_;‘4 nit, Office for Senior Citizens, Office for Disability Issues,
tor General and the Ministry for the Environment.




The Treasury

108. The Treasury agrees that there is a need to establish mechanisms to support
growing third party provision, and supports the proposals to establish a funding
function and a Ministerial Advisory Panel, and to develop a National Social :
Housing Investment Strategy and Portfolio Management Plan. The Treasury m

notes that a funding function could feasibly be located in either the Ministry of Q) 5_ v

Social Development or the Department of Building and Housing. If the aim of the (.
unit is to provide a clear focus on optimising the use of the cur enpe . -
investment in social housing across the whole sector to grow s lyJ the Treat

ensure consistency with the wider direction for machinér \w

/

109. The Treasury notes that a future role for the fundint in taking d s%gon

stock transfers or asset sales has the potential jneonsistent w@ current

requirements on HNZC to act in a busines *@er and i@wele Crown
Entity at arms-length from Government. Tht ]la ice sheet i T
HNZC and the Crown of these transaction
The Treasury recommends that all optj¢ |
including asset transfers and/or sales, 2te considered ad paF
of the Investment Strategy, and t Jintlude detailed ®ansideration of the
financial and other |mpI|cat|ons for RNZC and the _’_?

Housing New Zealand Corporatiﬁ}b

110. HNZC notes that it can q;'v' (E :@“o ution to the Government's

overall objective to graw \aird party SOCI@T g ing provision, while reconfiguring
its land and housin%et its objectf¥e; using those in greatest need for the
duration of their @ r HNZC ts'earryout the objectives required of

it effectively s overall hg
HNZC epnsigérs fhat it's n%ci 5
. Y

aJsector undergoes significant changes,
lhat the:

* role,pewbls and accoysa b’{Q_i,es of the proposed National Housing Unit vis-a-
is s Boar @r- Ie defined
_ 4 0} _é,nd balance shget ¥mplications of the proposed transfer of existing HNZC
to third party providers are transparent

4and and houm
. p"\ icy and Z@L‘ ssumptions underpinning the projected growth of the

4 /,'
procesgFandgnplications of any transfer of functions from HNZC to the National
ing Uit or other entities is clear, provides sufficient lead time and

close consultation with HNZC.




Government can ensure that future social housing provision is sustainable, high
quality and affordable.

Ministry of Health

112. The Ministry of Health is concerned that the proposals place emphasis on assets,
funding and capability of providers, rather than on outcomes for social housing .
clients. There is a particular concern that some target client groups (eg those
with disabilities, mental iliness/addictions, older people, Maori i-““' O
and women with children) who do not meet the social allocatlo } \F

a:_/

reconfigured HNZC housing, or niche provider housing, 4uil
new third sector housing unless their needs are speciflg 3
all aspects of the proposals on third party provision. "

Ministry of Youth Development

Disability Issues

114. A joint comment from the Olffer
Senior Citizens and Officg
the potential to deliver aff i

()

be useful to develop Lok
housing stock and I%
Ministry for the E, t g

115. The M"%%N ﬁe EnV|ro tes that the Minister for the Environment is
consig atlonal Sﬁtement (NPS) on the urban environment as part

ofit] e .- 0 d phasewgf ou e management reform. This NPS will seek to
ies&constramt ing affordability associated with the resource
\Eag']_é'ment a annl system.

Financial mp&ca((\ q

116. Fundmg@jmzeqwred to establish a National Housing Unit by 1 July 2011 as

jonal Policy Unit, Office for
- at rather than focus solely on
pase in the nump pelof social housing units, it would
principles

t of Building and Housing does not currently have an appropriation
his'Work. Funding will also be required for the establishment and
®f the Social and Affordable Housing Ministerial Advisory Panel.

March 2011, Cabinet agreed in principle to provide a budget allocation in
get 2011 of up to $45 million for social housing initiatives, subject to suitable
rces of funding being identified as part of the Budget package and subject to

=P



final decision on the proposals when the Minister of Finance presents the final
Budget package to Cabinet [CBC Min (11) 5/11 refers].

118. It was estimated that five percent of this funding, equal to $2.00-$2.25 million,
would be used to operationalise and implement the social housing programme.
This includes the establishment of a National Housing Unit and an estimated
$80,000 - $100,000 per annum for the Ministerial Advisory Panel.

119. Subject to relalvant decisions being made, officials will establi a

120. At this stage, Cabinet has only agreed to one year off e
has yet to be secured. If Cabinet agrees to the progpsals, 2 proprla R
’1:

requirements for the proposals will need to be esta ed prior to '.n e 2.2 011

per. There are'io proposals that

: and Bill of Rights Act 1990 or the
{:\.

QRS arising o %%!?L proposals Note that the
,,_,c Amend;@rg Pplanned to be introduced to

*—ﬂ

are in any way inconsistent with the N J’
Human Rights Act 1993.

Legislative implications

122. There are no legislative imp 8
Housing New Zealand C :
the House in April 2011

W fer of the housing policy advice
function from HNZC iatf partment %

g and Housing by 1 July 2011.

Regulatory impact 3
123. The Depart ofBuilding ang ing confirms that the principles of the Code
of GoodiRe t Practl e@,a d thg regulatory impact analysis requirements
have beerrge ied with. m&e dlatory Impact Statement is required to support

S o X

J

Disability peré’@

plications from a disability perspective arising from the proposals.



Recommendations

127. The Minister of Finance and the Minister of Housing recommend that the

1.

2.

3.

4.

Salvatlon %

Committee:

note that in December 2010 [CAB Min (10) 44/8 refers] Cabinet announced its

response to the report of the Housing Shareholders Advisory Group and agreed
a direction of change for the social housing sector that involves delivering these &
outcomes:

e focusing Housing New Zealand Corporation (HN 7
housing to tenants with the greatest housing
¢ aligning the organisation and responsibilities overnment a

aqre , that will
allow those decisions to be |mplemented rV|de the refipr’baek [CAB Min

. [ f tRird brty provis’ a 00|al housing
. . 1 o '“"&

q%»_ ision, including
incentives, costs and ‘h mg sources to Vet

¢ the vehicle for fundlng ahand afforda%7 ing providers (including

HNZC) \._, N

note that current u D and for s@c
approximately 50,0 60,000 ho 52

5,000- 10000%
N o &
\( .

that of the estii‘hQ%i 15,000 to 20,000 potential growth in social and

i
and affordable housing is
and this is growing at a rate of

\dffordable houfi g ove 10 to 15 years, only around 2,000 to 3,000 additional

es could livered by existing niche and specialist social and affordable
housmg roy ;glncluding not-for-profit, community and iwi groups) such as
C and others

work undertaken by officials during the past three months has
number of additional social and affordable housing initiatives
ing’niche and specialist providers that can be progressed within 6 months

‘pfé that the Department of Building and Housing is already working with a set
1} providers (particularly iwi, in the context of the Rural Housing Programme) on
several specific housing supply projects



8. note that achieving increased supply of social and affordable housing at scale
over around the next 10 to 15 years will require:
e suitable parcels of land
¢ integrated and efficient planning processes
e organisations which can act as social landlords
e new types of partnership arrangements

9. agree that Auckland be given priority for initiatives to grow t 4 sih
and affordable housing, through the transfer and reconfigy
Crown assets, given that Auckland has high and gro
housing and sizeable parcels of under-utilised HNZ
with housing stock that is no longer fit for purpose

10. note that on 25 March 2011 CBC noted the estj i &
currently funded as part of Budget 2011)
the following three years, to implement thé
affordable housing

11. note that CBC also noted that the ”'w Housing Id write to HNZC to
request an increase in dividends m%m to 2013/1@1@& the impact of

this budget proposal on the opew

ance
. . 4
12. invite the HNZC board to idegtify what stepaw gen to lower the HNZC
operating costs (currently B al expenses) closer to the
industry benchmark of

13. note that in additigprto RNZC dividend
parcels of land an@{g¥ hjpusing stogkto?

e assets co i 5\‘% ghsferred g"iprtles to enable them to borrow money
to finance w@ ction of newhousing and/or refurbishment of existing

hous

: )
e p ;@rown ow @ould be sold to raise capital (eg, Hobsonville
o, outh) ’
74

14 #agreeithe HNZC QQ%!I retain responsibility for managing its assets and for
L pfovidi to isters on management of these assets

g advice
15. n te that H set management strategy will need to align with the
i o 3 ' smg Investment Strategy and Portfollo Management Plan,

b impacts on decisions arising from the Investment Strategy and
anagement Plan will on HNZC's balance sheet and on HNZC'’s ability

ould be discussed with the HNZC Board

o . Ge it 0 . ' :
rect officials led by the Department of Building and Housing to report to CBC

by 30 June 2011 with further detail on the implications for HNZC of the




18.

19.

20.

proposals above for transformation of the social and affordable housing sector,

including:

¢ legislative implications (proposed changes to the HNZC legislation to give
effect to the agreed changes to HNZC's role and functions)

e legal issues associated with reconfiguration of HNZC land and stock

e which agency should deliver the legacy products and loan initiatives
currently being delivered by HNZC and the transition path for any change @

agree to establish a National Housing Unit to give effect to t ‘"? psformatio
the social housing sector as set out in the Cabinet Minute (109¢4/8 of
December 2010 \ ¥ ]

NG l p
for consideration and decisions by the Minister of Finance and the M
Housing

agree that the National Housing Unit will _'\v mmedi&s

Within six months:

» develop systems and processes g J .
outcomes based procurement foragcial and afforglé

e progress the current opport ' g tails are prayigs

stimulate the provision of nicheas!

including by seeking e *:;_-, essions of intefegfom

providers for: " :

o specific HNZC stackean
&Ly

d (9. Weymouth)
5'for groups of HNZC housing

o providing tena

I CIHESY

i)
/

v?\ )
__fo’ﬁ@cial Housing Investment Strategy and Portfolio
n¥Qr Ministers’ consideration

DRifi opportunities to stimulate social and affordable
housing a le through the formulation of specific, large scale

develop@ jects
o §
21. Either: (D&g} fent of Building and Housing preferred option)

[
“agree td establishment of a National Housing Unit within the Department of
n._.%@ng and Housing

agree to create an establishment capacity from 1 July 2011 to develop
detailed advice on the functions required, the most effective means to



deliver those functions, and a clearly defined transition path to the delivery
of these functions from 1 July 2012.

¢ direct the State Services Commission to report to the Cabinet Social Policy
Committee by May 2011 with detailed advice on the creation of this
establishment capacity, including:
o terms of reference
e governance and accountability
e cost and legislative implications.

22. agree to establishment of a Social and Affordable Ho \
Panel to report 6-monthly to shareholding Ministers W

o the progress of implementation
results being achieved

¢ issues arising from or for the |mplementa ;‘ )
and affordable housing R ¥

I Rifay 2011 for consideration
Tnister of Housing.

Hon Phil Heatley
Minister of Housing




ANNEX ONE

Crown and NGO contributions to “Specific social and affordable housing

initiatives identified”

Initiative

NGO contribution

Central Auckland
Develop 157 apartments
and ground level retail
plus beds from homeless
and detox

partial corporate funding g

homeless/detox beds.
No funding sought fro
Crown currently

Cro@ribution

Niche urban regeneration
of up to 200 houses

Cost to Crown is write-off of
the value of the houses
transferred (potentially $1.5-
$2.5m for 5 to 10 houses).
No direct gain to Crown other
than expansion of number of
affordable houses.

30 percentaf,
rental

ewly built properties plus
gome from properties
aiready owned by the NGO
service the 50 percent debt
funding required to build the
properties

Crown provides 50 percent
of the values of the houses
as a grant (estimated at
$170m over 10 years) and
achieves a lower cost
delivery of social housing.
Crown may make a 30-40
percent saving on AS
payment to these tenants
(less than $10m over 10
years).

ost refurbishment
w housing than the
cost of provision under the
ormer Rural Housing

Prototypes of refurbished or
new low cost housing
construction methods,
expertise, and infrastructure
to expand local delivery.

Funding for construction
(through grants).

Benefit to Crown is more
effective use of funding
previously allocated to rural
housing programmes.




Initiative

NGO contribution Crown contribution

Large construction
company

Proposing techniques for
lower cost construction.

No contribution offered by No contribution sought form
NGO other than opportunity  Crown.

for Crown to reduce

construction costs

Large developer
Offering funding for large
scale social housing
development

Contribution is access to Crown has to provide for:
private sector funding if the o Cosip tenant dama
following terms can be met: i

e Target return of 9-10.5

percent weighted 2
average cost of capi Q@

e Returns are delivere
a running yield over. a 30
year term

Developer is _..__

lonW|II vary widely
yrding to the location
Viature of the




ANNEX TWO
The National Housing Unit: Proposed Terms of Reference

introduction

This is a proposed terms of reference for the proposed “National Housing Unit” (NHU)
that W|II facmtate the Government s objectlves for transformlng the dellvery of somal

Objectives

The NHU will bring an independent, sector wide perspe to the use a tlon
of Crown assets, including existing HNZC assets, fog ial and affo ab housing
sector. N ‘

better social and affordable housing and gs ':1'_= ish' itk fORhow social and
affordable housing will be delivered in the f

e allocator of fundi 4 fo % n

e monitor

affordab! S
Fun. @

3 m S of the NHlﬁ\ lnclu e:

ers (including HNZC)

' ds Government’s goals related to social and

o Facilitation gf g%mvolvement of third sector providers to grow the overall
| s

quantum of aﬁ%n ocial housing as well as the potential for better efficiency
and value nohey through:

-{ gvation, diversity and specialisation,

2,

Sy _e Sito additional sources of capital

ealang’ Government s Response to the Report of the Housing Shareholders Advisory Group
CAB Min (10) 44/8, 6 December 2010.



e Facilitatation, negotiation, contracting and brokerage of partnerships and
opportunities for specific redevelopment projects

* Development of a National Social Housing Investment Strategy and Portfolio
Management Plan to achieve greater involvement of third sector providers through
designing and championing a programme for redevelopment of underutilised state
housing (land) assets including:

- preferred objectives, functions and form for redevelopment partnerships and

new third sector housing service provision models g'

— proposed priorities and redevelopment initiatives (including.t i‘ ected
contribution to the Government social housing objecti¥& equiremet
funding)

— by third sector providers and long term risk sharing. :

¢ Report and monitor through establishment of proc ess of
the NHU in expanding third sector social ho r for
2fts 1o deliver

money and ensuring that third sector providersy
quality social housing. .
Deliverables and accountabilities .;f '

The immediate functions of the NHU e: accounta@o@peciﬁc deliverables,

&

\ﬁ\ -

as follows _
Within six months the NHU will: E )

the provision of nj {
expressions of inte

o ‘{ -

(E i%rants fo
e e aIIoca ~1\ ha ants to low-risk, well-established third sector housing
ferer(these @ ant I¥ eplace the current Housing Innovation Fund grants)

gnal Social Housing Investment Strategy and Portfolio
lan for Ministers’ consideration
épecific opportunities to stimulate social and affordable housing at
the formulation of specific, large scale development projects.



In the medium term the NHU wiill:

¢ redevelop underutilised state-housing (land) assets to grow third party provision of
social housing by leveraging private sector funding and expertise.

e contract with third sector social housing providers to provide social housing
services.

¢ oversee delivery of the National Social Housing Investment Strategy and Portfolio
Management Plan.

Critical relationships

The NHU will need to maintain close relationships with:
¢ Other government agencies in delivery of:

— Housing and social assistance including; Minist
HNZC, other parts of DBH.

(Ministry of Pacific Island Affairs). .

— Infrastructure development (National Infré
general Government procurement (Migisit
e Local government agencies. o,
Commercial redevelopment partners ifiglug:
developers, banks and long term ir@@

e Third party, including third sealQr, soclarhousin

Executive Director

An Executive Director, with th
provide strategic and opefatie

[
S




ANNEX THREE

Social and Affordable Housing Ministerial Advisory Panel: Possible Terms of
Reference

\,

Context O
Itis pr_0posed that a Social and Affordqble Housing Ministerial AdvisPapeI is . C@
established to oversee the transformation of the social and afforda sing sec %:Q
Role \;j::\ F'\\
The key role of the Social and Affordable Housing Ministerial Auisory Panel (the
Advisory Panel) is to provide independent advice to the <%ister of Finanche

{

—

§

Minister of Housing (Ministers), on:

~~
e the progress of implementation @)‘.
o \

results being achieved :
¢ issues arising from or for the implements

affordable housing. Cx

Membership . N ® ~
The Advisory Panel is comprised of five en megnbd th an independent chair.
The membership of the Advisory I will includegefresentati

e of third sector social hous f@m- iders X

e with expertise in residg Cconstruction, 3
management - Q = &F
e with expertise in totiation an g@}?’i’ance of public private partnerships.

Ministers will appo t' @ air and _f&geé other members to the Advisory Panel.
The Chairis r e for enspé @the Advisory Panel has a well-planned and

focused ag , epnsistent wi objectives, and that Ministers are kept well-
informed ofiilfe Advisory Pang| wotk. The Chair is also responsible for managing
ext somtnications e@dvisory Panel. The Chair needs to maintain the

ce of Ministegs and satisfy officials that public sector accountability standards
met duringﬁﬁg\ﬁod of transformation of the social and affordable housing

sector. 9 " @F“

Mandate an@yities
The Ady So! 3¢l does not have any formal decision-making authority, will not have

10 Bnctions or exercise decision rights. It will not need to exercise any

. sory Panel reports to the Ministers 6 — monthly on progress and reports on
ind¥Addal programmes at key decision points as requested by Ministers.



Appointments

The Advisory Panel appointments are Ministerial appointments, not employment
relationships, and may be for periods up to 3 years.

Advisory Panel members serve at the pleasure of the Minister. The Minister may ask a
member to stand down at any time for reasons including, but not limited to, inability to
perform the functions of the office, bankruptey, and neglect of duty or misconduct. %

Fees and allowances are paid in accordance with established publi iC
guidelines.

S
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Cabinet Social ___ socamaz
Committee CEIVES .

03 MAY 2011 CopyMNor - o
Summary of Paper | el 2May2011

This document contains information for the New Zealand Cabinet. It must be freated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only be
released, including under the Official Information Act 1982, by persons with the appropriate authority.

LATE PAPER: This paper was submitted after the Cabinet deadline and has
been accepted for the agenda by the Chair.

< Establishing a Funding Mechanism for Future Social Housing Provision

Portfolios Finance / Housing

Purpose This paper seeks agreement to the establishment of an interim social housing
purchasing function within the Department of Building and Housing (the DBH).

Previous In December 2010, Cabinet agreed to a direction of reform for social and

Consideration affordable housing involving: greater involvement of third sector providers of
social housing; increasing the effectiveness of financial assistance; focusing
Housing New Zealand Corporation (the HNZC) on providing social housing to
tenants with the greatest housing need; and aligning the organisation and
responsibilities of government agencies.

Cabinet invited the Minister of Finance and the Minister of Housing (the
Ministers) to report to SOC on: the potential scale and scope of third sector
provision of social housing; the future role of the HNZC (as a provider of social
housing); options for funding growth of third sector housing provision,
including incentives, costs and funding sources to achieve this; and the vehicle
for funding social and affordable housing providers (including the HNZC).

{CAB:Min (10) 44/8]

Summary Greater involvement and growth of third party providers of social housing is
fundamental to helping the government meet its current and future housing
challenges. Third party providers will help grow the total quantum of available
social housing, promote choice and contestability, have access to a wider pool
of capital, and help drive more efficient, specialised and innovative use of
existing housing resources. Auckland will be given priority in considering
initiatives to grow third party provision of social and affordable housing.

In 2011, further work will be undertaken on two key areas that have
implications for the decision-making powers and funding mechanisms that will
need to be available to a future social housing purchaser: improving the
performance of financial assistance for accommodation costs; and what
decision-making powers will be needed to be able to reallocate resources across
the sector. This work will in a large part determine the future organisational
form of the purchasing function.

yarane .y RPItACET - CENCITIVE 1



Regulatory
Impact Analysis

Baseline
Implications

Legislative
Implications

Timing Issues

Announcement

180203v1
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To enable the government to start taking specific actions over the next year to
grow third party provision, it is proposed that an interim Social Housing Unit
(the Unit) be established as a semi-antonomous body within the DBH.

The Unit’s role will be to advise on the allocation of all resources that the
Government invests in the supply-side of social and affordable housing
provision, with the aim of maximising the effectiveness and efficiency of
provision over time.

The Treasury, in consultation with the State Services Commission (SSC), the
DBH, the HNZC, and the Ministry of Social Development and Employment
will submit terms of reference for the Unit’s functions (and how they relate to
those of the DBH and HNZC), and operation to the Ministers by 20 May 2011.

The Unit will develop a draft Social Housing Investment Strategy by December

2011 which will outline how the Unit will grow third party provision, the nature

of the funding mechanisms it will require to achieve the best value for money

for the Crown, and the financial implications for the Crown of different

approaches. Following consideration of the draft Strategy, the Ministers will é‘
take decisions on the final form of the Unit in the first half of 2012. =

The HNZC will remain the most significant provider of social housing in the
medium-term. The Ministers will continue efforts to enable the HNZC to focus
on its core business of providing social housing to high needs tenants
effectively and efficiently. The Minister of Housing will write to the HNZC to
request an increase in dividends for 2011/12 to 2013/14 to provide resources to
implement initiatives to support the new direction for social housing.

DBH, in consultation with the Unit, SSC, the Treasury and HNZC, will report
to the Ministers by 30 July 2011 with proposals for the future delivery of Crown
products currently being delivered by HNZC.

To date, input from the private and third sectors has been critical for

understanding what will work and how the government can work better with

these parties. A Ministerial Advisory Panel will be established to provide the
Minister s with independent advice on progress on implementation, results

being achieved, and major issues that need to be addressed. (

SSC, in consultation with relevant agencies, will submit terms of reference for
the Advisory Panel to the Ministers by 20 May 2011.

Not applicable.

Cabinet has set aside a tagged contingency of $45 million for social housing
initiatives in Budget 2011 [CAB Min (11) 15/14(21)]. The Ministers will report
to SOC by 30 June 2011 on the funding requirements for the Unit and Advisory
Panel which can be sourced from the social housing initiatives contingency.

None from this paper.

The Unit will be established from 1 July 2011, or as soon as possible thereafter.

The Minister of Housing will coordinate any announcements with the Prime
Minister and Minister of Finance.
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Consultation Paper prepared by the Treasury. DBH, SSC, HNZC, MSD, TPK, MPIA,
MWA, MoE, MoH, and MfE were consulted. DPMC was informed.

The Minister of Housing indicates that discussion is not required with the
government caucus and will be undertaken with other parties represented in
Parliament.

The Minister of Finance and the Minister of Housing recommend that the

Committee:
Background

1 note that on 6 December 2010, Cabinet:

1.1 agreed to a direction of reform for social and affordable housing involving:

1.1.1

1.1.4

greater involvement of third sector providers of social housing;
increasing the effectiveness of financial assistance;

focusing the Housing New Zealand Corporation (the HNZC) on providing
social housing to tenants with the greatest housing need; and

aligning the organisation and responsibilities of government agencies;

1.2 invited the Minister of Finance and the Minister of Housing to report to the Cabinet
Social Policy Committee (SOC) on:

1.2.1 the potential scale and scope of third sector provision of social housing;

1.2.2 the future role of the HNZC (as a provider of social housing);

%,.2.3 options for funding growth of third sector housing provision, including
incentives, costs and funding sources to achieve this; and

1.2.4 the vehicle for funding social and affordable housing providers (including
HNZC);

[CAB Min (10) 44/8]
2 note that the preferred approach to growing third party provision is to move towards a

greater share of the social housing market being available to providers other than the HNZC
in a staged and managed way over time, as the relative advantage of other providers

becomes clearer;

3 note that there is a potential future role for both niche or specialist providers and additional

scale providers;

4 agree that Auckland should be given priority in considering initiatives to grow third party
provision of social and affordable housing;

RIAM™ A rETT L APMAMCITIVE |
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Establishing an interim purchasing function for social housing

5

10

180205v1

agree to the establishment of a Social Housing Unit (the Unit) as a semi-autonomous body
within the Department of Building and Housing from 1 July 2011, or as soon as possible
thereafter, and that it be responsible to the Minister of Housing for the provision of its social
housing purchasing services;

agree that the Unit’s role will be to advise on the allocation of all resources that the
Government invests in the supply-side of social and affordable housing provision, with the
aim of maximising the effectiveness and efficiency of provision over time;

note that the standard public service accountability and monitoring arrangements will apply
to the Unit as a semi-autonomous body, including that the:

7.1  the Chief Executive of the Department of Building and Housing (the DBH) is
accountable for performance of the Unit;

7.2 the Chief Executive of DBH is accountable for the purchase and performance
agreements relating to the Unit even where the responsibility for negotiating these
has been delegated to the head of the Unit;

7.3  the Chief Executive of DBH must ensure all instruments of delegation are in place;
and

7.4  the head of the Unit is appointed and employed by the Chief Executive of DBH;

agree that protocols be put in place in the form of a ‘relationship document’ that sets out and
manages the accountability and reporting relationship between Ministers, the Chief
Executive of DBH and the head of Unit, in accordance with the Cabinet Accountability
Guidelines for Semi-Autonomous Bodies [CAB (99) M 14/9];

agree that in its first year the Unit will also be tasked with:

9.1  establishing new programmes to support the development of third party provision,
including replacements for the Housing Innovation Fund and the new Rural
Community Regeneration Programme;

9.2 developing relationships with key sector participants;
9.3  investigating the implementation of a regulatory framework for the third sector.

9.4 _developing standards for provision of social housing, to be used in future
contracting;

9.5  developing procedures for running contracting processes and criteria for assessing
the relative value for money of different proposals; and

9.6  seeking expressions of interest from potential providers for initial projects;

direct the National Infrastructure Unit within the Treasury, in consultation with the State
Services Commission (the SSC), the DBH, the HNZC, and the Ministry of Social
Development and Employment to submit Terms of Reference for the Unit to the Minister of
Finance and the Minister of Housing for approval by 20 May 2011;
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direct the Unit, in consultation with other relevant agencies, to report to the Minister of
Finance and the Minister of Housing by the end 0of 2011 with a draft Social Housing
Investment Strategy;

Funding growth in third party provision

12

13

note that the Minister of Finance and the Minister of Housing intend to fund increased third
party provision through more efficient use of our existing investment, currently invested in
the HNZC’s stock, rather than providing additional resource;

note that in its first year, the Unit will have access to funding set aside in Budget 2011 to
support social housing initiatives and will pursue specific opportunities relating to
divestment of HNZC stock, but will not have powers to direct the use of specific HNZC’s
assets;

Role of the HNZC

14

15

16

note that the Minister of Finance and the Minister of Housing anticipate that the HNZC will
remain the most significant provider of social housing in the medium-term, and that we will
continue implementing measures to enable the HNZC to focus on its core business;

note that the Minister of Housing intends to write to the HNZC to request an increase in
dividends for 2011/12 to 2013/14 to provide resources to implement initiatives to support
the new direction for social housing;

direct the DBH, in consultation with the Social Housing Unit, the SSC, the Treasury and the
HNZC, to report to the Minister of Finance and the Minister of Housing by 30 July 2011
with proposals for the future delivery of Crown products currently being delivered by the
HNZC,;

Future decisions

17

direct the SSC, the Treasury and the DBH, in consultation with the Unit and the HNZC, to
report to the Minister of Finance and the Minister of Housing by 30 March 2012 on:

17.1 . the decision making powers that the Unit should have in future in order to achieve its
objectives on behalf of the Crown;

17.2°  whether the existing levers for influencing the HNZC, and the parameters within
which the HNZC operates, provide sufficient flexibility to optimise resource
allocation across the sector, or whether changes are required;

17.3  the most appropriate long-term organisational form and functions of the Unit;

17.4  the implications of any resulting proposals for the HNZC;

Establishing a Ministerial Advisory Panel

18

1 2NINK

agree to the establishment of an independent Ministerial Advisory Panel to provide
independent advice to the Minister of Finance and the Minister of Housing on how well the
reforms are progressing;

RIIDGAFT « SFNSITIVF 5
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19 direct the SSC, in consultation with other relevant agencies, to submit Terms of Reference
for the Ministerial Advisory Panel to the Minister of Finance and the Minister of Housing

for approval by 20 May 2011;

20 invite the Minister of Finance and the Minister of Housing to report to SOC by 30 June 2011
on the funding requirements of the Unit and the Ministerial Advisory Panel, which can be
sourced from the contingency for social housing initiatives set aside in Budget 2011.

Gerrard Carter
Committee Secretary

Distribution:
Cabinet Social Policy Committee
Office of the Pritne Minister
Chief Executive, DPMC
Director, PAG, DPMC
PAG Subject Advisor, DPMC
Secretary to the Treasury
Audrey Sonerson, Treasury
Minister of Health
State Services Commissioner
Secretary for the Environment
Secretary for Education
Chief Executive, Ministry of Pacific Island Affairs
Chief Executive, MSD
Don Gray, MSD
Chief Executive, Housing New Zealand Corporation
Chief Executive, Ministry. of Women’s Affairs
Minister for Building and Construction
- Chief Executive, Department of Building and Housing
Chief Executive, Te Puni Kokiri
Geoff Short, Te Puni Kokiri
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In Confidence

Office of the Minister of Finance

Office of the Minister of Housing

Chair
Cabinet Social Policy Committee

Establishing a Funding Mechanism for Future Social Housing Provision

Proposal

1. This paper proposes establishing an interim social housing purchasing function,
in the form of a semi-autonomous body within the Depariment of Building and Housing,
from 2011/12. This is part of the response to the report of the Housing Shareholders’
Advisory Group and the agreed direction of change for the social housing sector
Cabinet announced in December 2010 [STR Min (10) 16/1 of October 2010 and CAB
Min (10) 44/8 of December 2010 refers].

Executive Summary

2.  Cabinet has previously agreed to pursue a range of reforms to improve the
performance of the Government’s interventions in social and affordable housing,
following the report of the Housing Shareholders’ Advisory Group last year. One of the
major pl1anks of these reforms is growing alternative, third party providers of social
housing .

3. | Greater involvement and growth of third party providers of social housing is
fundamental to helping the Government meet its current, and future, housing
challenges. Third party providers will help grow the total quantum of social housing
available, promote choice and contestability, have access to a wider pool of capital,
and help drive more efficient, specialised and innovative use of existing housing
resources across the whole social housing sector.

4.  This paper proposes the establishment of an interim Social Housing Unit (‘the
Unit’) to enable us to start taking specific actions over the next year to grow third party
provision. The purpose of the Unit will be to optimise the allocation of the Crown’s
resources across the supply-side of the social housing sector to grow the total
quantum of social housing and achieve more efficient and effective provision. Over the
next year, the Unit would plan to deliver targeted increases in social housing through
grants, progress current opportunities to work with providers and register what other
cash, Crown land or Housing New Zealand Corporation (HNZC) properties could be
sensibly transferred to boost the wider social housing sector.

" Third parly providers could include third sector providers such as NGOs, privale providers or
parinerships between different kinds of providers.



5.  Over time, the Unit would evolve to lead contracting with providers, funding a
range of housing providers (including HNZC and the third sector) and responding to
the direction of change in social and affordable housing issues.

6. We propose that the Unit initially take the form of a semi-autonomous body
within the Department of Building and Housing (DBH).

7. We intend to bring about change in a staged and managed way over time,

gradually reallocating resource to other providers as good opportunities are identified.

We therefore anticipate that HNZC will remain the most significant provider of social

housing in the medium-term, while these changes occur. We will, however, be seeking
significantly improved financial performance from HNZC in order to release resources

for investment in other providers. We wiil continue to take decisions to enable HNZC

to respond to this imperative, such as divesting it of functions that do not relate to its

core business. -

8. If we can simultaneously improve the efficiency and financial performance of
HNZC, and at the same time reinvest the surplus produced to support other providers
to grow, we have a much improved opportunity to increase efficient housing provision
in a self-sustaining way over time, without the need to invest significantly more.

9. Inthe Unit’s first year, we will.continue to use the existing levers that we have to
influence HNZC and support the growth of other providers. This means that the Unit
may not take extensive decisions about the use of specific HNZC assets, as the
current legislative parameters do not allow for this, although some easy and sensible
opportunities may be pursued. We intend to seek advice over the next year that will
enable us to take decisions on the final form of the Unit, and any implications for the
parameters within which HNZC operates and the levers that the Crown has over
HNZC.

Background

10. In 2010, we established the Housing Shareholders’ Advisory Group (HSAG) to . (
provide independent advice on how to achieve more effective provision of social

housing. We established this group because we saw significant potential to improve

the performance of the $11.6 billion of equity that we have invested in the Housing

New Zealand Corporation, and the $1.8 billion that we spend each year on the

Accommodation Supplement and income-Related Rents.

11.  The report of the HSAG, and subsequent advice from officials last year
confirmed that:

. state housing is hot well matched to need;

. increasing demand is likely to create fiscal pressures in the future that will
be difficult to manage under the current model,

e there is a lack of alternatives to state housing that offer security of tenure
and are affordable;

) financial assistance for housing is inequitable and inadequate for some;

) there are continuing affordability problems for low-income renters
especially. [CAB Min (10) 44/8 refers].



12. In December, Cabinet agreed to progress a programme of reforms to address
these problems [CAB Min (10) 44/8 refers]. Our ultimate objective is to achieve more
efficient and effective provision of social and affordable housing. To achieve this
Cabinet agreed that we needed an approach with four major elements.

. Greater involvement of third-party providers of social housing: that is,
bringing both third sector and private providers into the market, as a means
of achieving more efficient and effective provision through innovation,
specialisation, and greater contestability.

. Improving the effectiveness of financial assistance for housing costs: so
that this assistance is fairer, and supports the economic viability of the
sector by enabling tenants to pay a market rent.

o Focusing HNZC on its core business of providing social housing to tenants
with the greatest housing need, in order to.improve its overall efficiency
and effectiveness and so that we can judge its performance more
transparently.

. Aligning the organisation and responsibilities of Government agericies, to
support the direction of change.

13.  We are already progressing a number. of changes to help HNZC focus on its core
business. These include:;

. The introduction of reviewable tenancies for new tenants from 1 July 2011
[SOC Min (11) 56/1 refers];

. Changes to the Housing Restructuring and Tenancy Matters Act [CAB Min
(11) 16/19 refers];

o Reviewing the Social Allocation System (the system for determining initial
eligibility for state housing) [SOC Min (11) 6/2 refers];

. Investigating options for. the Crown to exit more quickly from the
Hobsonville development in Auckland, while ensuring the land continues to
be used for housing purposes [CAB Min (11)15/21 refers], and

) Consolidating housing policy advice in the Department of Building and
Housing [CAB Min (10) 44/8 refers).

14. The Ministry of Social Development is also due to report back in June this year
on improving the performance of financial assistance for housing costs (interim report),
and how to integrate assessment of housing needs with assessments for wider social
suppoit.

15." As previously acknowledged by Cabinet (December 2010), the expected benefits
of expanded third party provision include:
¢  growing the total quantum of available social housing;

e the ability to leverage funding and assets from a broad range of non-
government sources (including commercial, local government, iwi and
philanthropic);

e the ability to shift development and/or operating risk to the private sector;

= access to wider skills, specialisation and services;



e costs savings through increased choice and innovation;
e greater ability to tailor solutions to local and individual circumstances; and

o dynamic changes to the wider rental housing market, for example, in
standards, supply of affordable and secure rental housing.

16. We now need to begin implementing changes to enable third party provision of
social housing to grow. This paper makes proposals for the first actions we will take in
this direction, and responds to the direction from Cabinet that we report back on:

o the potential scale and scope of third party provision of social housing;
o the future role of HNZC (as a provider of social housing);
. options for funding growth of third party housing provision; and

. the vehicle for funding social housing providers (including HNZC) [CAB Min
(10) 44/8 refers].

Potential future role of third party providers
Potential scale of third party provision

17. The HSAG considered that third party providers could supply a significant
proportion of social housing in future. More recently, the Department of Building and
Housing has estimated that it may be possible for third party providers to contribute 15-
20,000 dwellings to the social housing pool within 10-15 years.

18. We know from the analysis undertaken to date, and international experience,
that third party providers can play a valuable role. At this stage, however, we do not
know exactly how large a market share third party providers would ideally provide to
optimise the effectiveness of the sector, or where they may develop a comparative
advantage, given greater support from Government and less monopolistic policy
settings. We will need to test this through some real examples. We are also aware
that we will need to carefully manage the impacts on tenants of a transition to a wider
range of providers, and that there are significant assets embedded in the HNZC model
that we want to take advantage of, not lose.

19, Given this, our preferred approach is to move towards a greater share of the
market being available to other providers over time in a staged and managed way.

Potential role of third-party providers

20. Our intention is to grow alternative provision over time that will in some cases be
complementary to the service provided by HNZC, and in other cases act as an
alternative supplier. This will provide the Government with a choice of suppliers and
better benchmarks for performance.

21.  Social housing is not a ‘one size fits all' service. There is a continuum of needs
that this market needs to provide for, from tenants with specialised and complex
needs, through to tenants whose main problems are affordability and security of
tenure. This means that there is a role for both niche and specialist providers of social
housing and scale providers in the future market.



22. There is also an interaction between provision of social housing and housing
affordability more generally. We decided in December that our priority was social and
affordable housing, rather than housing affordability more broadly. However any
expansion in the supply of housing at the lower end of the housing market generally
would have positive impacts for social housing outcomes.

Niche and specialist providers

23. Niche and specialist providers can play an important role in catering to client
groups with specific needs (for example, disabilities). Through being able to focus
specifically on the needs of a certain client group, there is potential for these providers
to offer a more focused and effective service than a large provider. Niche providers
are unlikely however to contribute significant additional supply to the social housing
pool.

24. For example, DBH has estimated that supporting these providers with transfers
of HNZC stock has the potential to deliver around 2—3,000 additional homes. It's worth
noting that the condition, location and value of the stock that HNZC may not require for
high needs tenants, and so could make available for divestment, may only provide

_ limited scope for leverage and additional housing stock.

25. These providers currently represent 1.2% of the total housing market, and most
have a narrow focus. While some niche and specialist housing providers are keen to
grow their social housing services, some are cautious about the speed and scale of
change, and some wish to remain focused on their core business rather than move
into provision of general social housing.

26. We intend to prioritise developing providers that want and have potential to grow.
There are a number of existing proposals for how we could work with these providers.
Qver the next year, we will seek expressions of interest from niche and specialist
providers in order to determine the most promising opportunities for investment.
Government support in future could take a range of forms, including access to land or
other assets, contracts for tenant management, grants, or other assistance with
building capacity and capability.

Scale providers

27. Over time, we also want to encourage the emergence of scale providers that are
capable of achieving economies of scale and catering to a reasonable share of the
market. < Analysis by DBH indicates that provision of higher density social housing can
reduce both land costs and, if done at scale, construction costs.

28. At present, social and affordable housing development at scale does not occur
within the private market. Some of the barriers to this occurring are:

. in Auckland, a lack of access to affordable land, either vacant or for .
redevelopment;

° the long timeframes, costs and uncertain outcomes of the planning
processes required for major development projects;



. perceptions about lower and/or more unreliable rental yields from housing
at the lower end of the market; and

. an absence of institutional private social housing landlords.

29. ltis possible to overcome these constraints and grow the total social and
affordable housing portfolio over time. Additional housing at scale wilt require:

¢ suitable parcels of land, for greenfields or brownfields development;
¢ integrated and efficient planning processes;

¢ organisations which can act as social landlords;

s new types of partnership arrangements;

¢ the ability to regenerate existing urban social housing sites; and

s commitment from the Government over a multi-year timeframe.

30. We consider that there is a role for Government in reducing these barriers so
that scale providers can emerge — for example, through making underutilised HNZC
land available for redeveiopment, and supporting the emergence of social landlords
that can provide tenancy management services. Improving the performance of
financial assistance with accommodation costs will also be important, to help ensure a
reliable and adequate revenue stream for landlords. If this cannot be achieved through
the existing mechanisms, a subsidy for providers may be required.

Auckland as a priority

31. The situation is most pressing in Auckland, where population growth, changes in
household composition, the changing balance of rental housing versus owner-occupied
housing, and low levels of residential construction are all driving pressure on social and
affordable housing. This is further complicated by the lack of available land suitable
for development at a price that would allow social and affordable housing to be built.
The Auckland Plan discussion document released in March identified a number of
critical housing issues including undersupply, lack of choice, poor quality and
overcrowding.

32.  The scale of the unmet demand is such that, if no change to current settings are
made, state housing stock would need to increase significantly over relatively few
years if we were to seek to meet this demand using the current model. The scale of
the investment required is beyond what the Government can afford in the face of
current fiscal pressures and borrowing constraints. Different approaches are needed.
These include stock transfers, grant funding and making better use of state housing
assets.

33. In Auckland there are significant HNZC holdings where land is underutilised and
reconfiguration is needed, such as in Tamaki. Given the scale of the problems in
Auckland, and the potential to better leverage Crown land, we propose that Auckland is
given priority in selecting initial projects.
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Establishing a vehicle within Government for purchasing social housing

34. We propose establishing a social housing purchasing function from 1 Juty 2011,
or as soon as possible thereafter. This will enable us to take the practical steps
necessary to begin working with other providers, and create the right environment for a
market to emerge.

The need for an interim arrangement

35. We propose creating an interim arrangement for the purchasing function for
2011/12, rather than deciding on the final institutiona! arrangements now. Further work
will be undertaken this year on two key areas that will have implications for the
decision-making powers and funding mechanisms that will need to be available to a
future purchaser:

. work on improving the performance of financial assistance for
accommodation costs (which will have implications for the extent of
supply-side subsidies required for providers); and

. further work on what decision-making powers, including over HNZC assets,
will be needed in order.to be able to reallacate resource across the sector
[refer paragraphs 53-60 below].

36. These pieces of work will in large part determine the future organisational form of
the purchasing function.

Proposed interim arrangement

37. For 2011/12, we propose establishing a Social Housing Unit (‘the Unit’) as a
semi-autonomous body within DBH, responsible to the Minister of Housing. A semi-
autonomous body is legally part of the host department, and the Chief Executive of the
Department remains accountable for all aspects of its performance in accordance with
the Public Service accountability and monitoring framework. However, the Head of a
semi-autonomous body also has a direct relationship with the responsible Minister for
the delivery of outputs on a day-to-day basis. The relationship between the Minister,
the Chief Executive of the host department and the Head of the semi-autonomous
body is established through a ‘relationship document’ prepared in accordance with
Cabinet’'s Accountability Guidelines for Semi-Autonomous Bodies [CAB 99 M 14/9-
Annex One].

38. Establishing a Unit within DBH will create a funder/provider split, consistent with
our long-term intentions, and will provide for accountability to Ministers for the progress
being made.

Role and purpose

39. Ultimately, the purpose of the Unit will be to take, or advise on, decisions on the
allocation of the resources that the Government invests in the supply-side of social and
affordable housing provision, with the aim of maximising the effectiveness and
efficiency of provision over time. This will mean that it may, in



the future, draw on a range of potential tools in order to encourage the growth of third
party providers. These include grants, access to assets or transfer or sale of assets.

40. In order to do this, the Unit is likely to need to play a number of roles, including
facilitating partnerships, negotiating on behalf of the Crown, contracting with providers,
monitoring supply, and setting standards. It will be critical that the Unit, and in
particular its Head, has the right commercial and financial skill sets to be able to work
with a range of providers and manage the Crown’s interests well. While the form of
the Unit may change, we envisage that the Head will be appointed on a long-term
basis to ensure continuity.

41. Inits first year, while we determine the best long-term decision making
arrangements, the Unit will be tasked with:

. establishing new programmes to support the development of third party
provision, including a replacement for the Housing Innovation Fund and a
new Rural Community Regeneration Programme;

. developing relationships with key sector participants;

. investigating the implementation of a regulatory framework for the third
sector;

* developing standards for provision of social housing, to be used in future
contracting®;

. developing procedures for running contracting processes and criteria for
assessing the relative value for money of different proposals; and

* seeking expressions of interest from potential providers for initial projects.

42. During 2011/12, the Unit will not have any formal role in relation to HNZC,
although we expect the Unit and HNZC will work closely together and collaborate
wherever possible, particularly in the first year, to achieve our objectives. The HNZC
. Board will remain accountable to its shareholding Ministers, and HNZC will continue to
be monitored by DBH.

43.  Inidentifying priorities, standards and procedures for social housing
development, the Unit will need to ensure that social housing is provided to people with
the highest need, and that provision is well matched to need. This will mean ensuring
that the work of the Unit integrates well with the intreduction of an integrated
assessment of housing and other needs, and any mechanisms developed to allocate
tenants to providers. These areas are the subject of a separate report to Ministers
from the Ministry of Social Development, due in June this year [CAB Min (10) 44/8
refers].

44, We propose that officials submit proposed Terms of Reference for the Unit to the
Ministers of Housing and Finance for our approval by 20 May 2011. Given the skill sets
required and the roles that the Unit will play, we propose that the National
Infrastructure Unit within the Treasury develop the Terms of Reference, in consultation
with SSC, DBH, HNZC and MSD. Through the Terms of Reference, we will clearly
define the Unit's functions, how they relate to those of HNZC, and DBH, and how the
Unit will be expected to operate.

2 This could include standards for accessibility of social housing.
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Developing a Social Housing Investment Strategy

45. We propose directing the Unit to develop a draft Social Housing Investment
Strategy by December 2011. In this strategy, the Unit will outline in detail how it will go
about growing third party provision, the nature of the funding mechanisms it will need
to have at its disposal to achieve the best possible value for money for the Crown, and
the financial implications for the Crown of different approaches. Following
consideration of the draft investment strategy, we will then take final decisions in the
first half of next year on the final form of the Unit, to ensure that it has the right
decision-making powers to fulfil its purpose and manage the Crown'’s interests. Given
the potential to use HNZC assets to grow third party provision, we expect that the Unit
will work closely with HNZC in developing this strategy.

46. The draft investment strategy will need to consider how iwi, hapu and whanau,
and the Pasifika community, can participate as potential sociat housing providers. In
advance of this DBH is due to report back to the Ministers of Housing, Pacific Island
Affairs and Maori Affairs by 30 June 2011 on progress on a scheme or initiatives to
develop the role of iwi and hapu, and the Pasifika community as providers of social
housing.

Funding growth in third party provision

47. Our intention is to fund growth in third party provision through achieving better
financial performance from HNZC over time, and reinvesting these higher dividends in
other providers. In the short-term, this means we will be seeking higher dividends over
the next few years to fund other initiatives. [n future years, we intend to potentially
draw on a broader range of funding mechanisms, including stock transfers.

48. HNZC has historically produced low returns on equity — on average about 0.82%
over 2001/02-2009/10. This is due to a number of factors, including the higher costs of
being a social landlord, restrictions on how HNZC has been able to manage its assets,
poor incentives to use capital efficiently, and the number of additional activities that
HNZC has undertaken, without full funding, on behalf of the Crown.

49. . Over 2001/02-2009/10, HNZC's operating costs grew by 91%, compared with
CPl growth of 27%, suggesting that there is room to reduce these costs and receive a
return closer to that expected of a private sector landlord. Improving HNZC's return on
equity by even 1 percentage point would yield $115 million a year to reinvest in third-
party provision.

50. " In its first year, the Unit will have access to funding set aside in Budget 2011 to
support initial programmes and projects, and we will continue to use the current levers
over HNZC to encourage higher financial performance. In particular, we intend to write
to HNZC and set an expectation that higher dividends will be produced in coming
years. In future years, we intend to fund initiatives through reinvesting dividends
received from HNZC.



51. inthe course of 2011/12, while the Unit is establishing relationships and
_processes, we intend to seek advice from officials on whether the existing levers over
HNZC will provide the Unit with sufficient flexibility to reallocate resources across the
sector over time. The current arrangements make it difficult for the Crown to make

specific assets available to third party providers. In particular:

o As a crown entity, HNZC is intended to be able to take commercially sound
decisions as it sees fit in order to deliver the outcomes and performance
standards agreed with Ministers through the annual Letter of Expectations
and Statement of Intent. This means that Ministers, and the Unit, cannot
direct HNZC's operational decisions over the use of specific assets.

. Under current iegislation, HNZC is also required to act in a financially
responsible manner, which means that it should not take decisions that
result in loss of value from its balance sheet without a commensurate
benefit. This affects the ability of HNZC {o transfer or sell stock to other
providers at a discounted rate.

52. We do not propose changing these parameters at this time, until further work has
been undertaken on the decision-making powers that the Unit will need in the long-
term to achieve its objectives, and whether this is achievable within the current settings
[refer paragraphs 59-60 below].

Contribution of land and/or housing stock

53. Infuture years, the Government has options to contribute parcels of land and/or
housing stock to raise capital:

e assets could be transferred to third sector providers to enable them to borrow
money to finance construction of new housing and/or refurbishment of
existing houses

» parcels of Crown owned jand could be sold to raise capital (e.g. Weymouth).

54. - Contribution from Government could be supplemented in a number of ways,
including through philanthropic donations, institutional investment, contributions from
local government, and sales of some individual houses (on redeveloped sites) for
owner occupation to create mixed tenure developments.

The future role of HNZC

55. As noted above, we intend to pursue a staged and managed approach to
change. We anticipate that HNZC will remain the most significant provider of social
housing in the medium-term, while we gradually reallocate resources to investment
opportunities with high potential. We will continue efforts to enable HNZC to focus
more squarely on its core business of providing social housing to high needs tenants,
and deliver that as effectively and efficiently as possible. Receiving higher dividends
from HNZC over the long-term, so that these can be reinvested elsewhere, is a key
part of our strategy.
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56. A number of actions are already underway in this area, as noted in paragraph 13
above. One outstanding issue that needs to be resolved is who will in future deliver a
number of legacy products and loan initiatives that HNZC presently administers on
behalf of the Crown, and which are not part of HNZC's core business. Clarity is
required over the future administration of these functions so that HNZC can proceed
with any organisational changes required.

57. In particular, given that the new Social Housing Unit will not be in a position to
administer legacy products on 1 July 2011, we propose that HNZC continue to
administer the existing Housing Innovation Fund (HIF) projects, including Maori
Demonstration Partnerships (MDP) until 31 December 2011 This will ensure that
organisations with projects underway continue to be appropriately managed while the
Unit is being established. This arrangement relates to existing loan and grant
agreements. We anticipate that the Unit will assume responsibility for administering
any new loans and grants as soon as practicable.

58. In parallel with this, we propose that officials from DBH, in consultation with the
Social Housing Unit, SSC, Treasury and HNZC, report back to the Ministers of
Housing and Finance with proposals for the future provision of Crown programmes
administered by HNZC by 30 July 2011.

Future decisions on the final form of the purchasing function and implications
for HNZC

59. As noted above, we intend to take decisions over the next year on the final form
of the Unit and any implications for the parameters that HNZC operates within and the
levers that the Crown has over HNZC. These decisions will need to be informed by the
development of the draft Social Housing Investment Strategy, which we will ask the
Unit to develop by the end of 2011.

60. Following development of the draft Social Housing Investment Strategy, we
propose directing SSC, the Treasury and DBH, in consultation with the Social Housing
Unit and HNZC, to report back to the Ministers of Finance and Housing by 30 March
2012 on:

J the decision-making powers that the Unit should have in future in order to
achieve its objectives on behalf of the Crown;

. whether the existing levers for influencing HNZC, and the parameters
within' which HNZC is expected to operate, provide sufficient flexibility to
optimise resource allocation across the sector, or whether changes are
required;

. the most appropriate long-term organisational form and functions of the
Unit, given the Government'’s objectives and the decision-making powers
required; and

. the implications of any resulting proposals for HNZC.
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Establishing a Ministerial Advisory Panel

61. Progressing these reforms promptly and effectively is a high priority. To date,
input from the private and third sectors has been critical for understanding what will
work and how we can work better with these parties. We want to continue to draw on
private and third sector expertise as we implement the new direction.

62. To achieve this, we also propose establishing an independent Ministerial
Advisory Panel to report to the Ministers of Housing and Finance with independent
advice on:

) progress on implementation;
. results being achieved; and
. any major issues arising during implementation that need to be addressed.

63. The role of the Panel would be advisory only — it will not have the ability to direct
the actions of the Unit or other agencies, and would not have any statutory functions or
exercise decision rights.

64. We propose that the Ministers of Housing and Finance jointly appoint a Chair
and up to three other members of the Panel. The Panel would require a small budget
for expenses. We propose that the State Services Commission, in consultation with
other relevant agencies, submit proposed Terms of Reference for the Panel fo the
Ministers of Housing and Finance for out approval by 20 May 2011.

Consultation

65. This paper was prepared by the Treasury. The following agencies have been
provided with an opportunity to comment on the paper: Department of Building and
Housing, State Services Commission, Housing New Zealand Corporation, Ministry of
Social Development, Te Puni Kokiri, Ministry of Pacific Island Affairs, Ministry of
Women'’s Affairs, Ministry. of Education, Ministry of Health, Ministry for the
Environment.

66. The Department of Prime Minister and Cabinet has been informed.

Financial Implications

67. Cabinet has previously agreed to set aside $45 million for social housing
initiatives, in the form of a tagged contingency, in Budget 2011 [CAB Min (11)
15/14(21) refers].

68. The Unit and the Ministerial Advisory Panel will both require a budget for their
operation for at least 2011/12, hut the exact funding requirements have yet to be
determined. The Minister of Housing will report back to Cabinet before the end of the
financial year to seek appropriations from the social housing contingency for this
purpose.
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Human Rights implications

69. There are no human rights implications in this paper. There are no proposals that
are inconsistent with the New Zealand Bill of Rights Act 1990 or the Human Rights Act
1993.

Legislative Implications

70. There are no legislative implications currently arising out of the proposals.
However, legislative implications may arise in the future, in particular from the advice to
be provided in July 2011 (paragraph 58 above refers) and March 2012 (paragraph 60
above refers) relating to HNZC.

71. Note that the Housing New Zeatand Corporation Amendment Bill, planned to be
introduced to the House in April 2011, will give effect to the transfer of the housing
policy advice function from Housing New Zealand Corporation to the Department of
Building and Housing by 1 July 2011.

Regulatory Impact Analysis

72. Some options that we considered for the interim form of the social housing
purchase function could have potentially had regulatory implications. However, these
fail within the scope of the exemption in the Regulatory Impact Assessment regime for
proposals that have only a minor impact, such as those involving changes to the
internal administrative or governance arrangements of the New Zealand Government.
Therefore a Regulatory Impact Statement is not required.

Gender Implications

73. Over a third of HNZC tenants are sole-parent families, most of which are headed
by women. Measures to ensure that demand for social housing can continue to be met
in the future, and that those with the highest needs are housed, should resuit in better
outcomes for this group than if the current model became unsustainable. It will be
important however that the transition to:a wider range of providers is managed
carefully, to minimise the risk of negative impacts on families with complex needs.

Disability Perspective

74. Moving to a model that allows for a range of providers that can cater to different
housing needs has the potential to result in more effective housing services for people
with disabilities.  This will however depend on how the changes are implemented, and
in particular, what measures are put in place to ensure that there is provision available
for groups with more complex access requirements, as well as those with less complex
needs.

Publicity

75. The Minister of Housing will co-ordinate any announcements with the Prime
Minister and the Minister of Finance.



Recommendations

76. The Minister of Finance and the Minister of Housing recommend that the
Committee:

1.

note that on 6 December 2010 Cabinet agreed to a direction of reform for
social and affordable housing involving:

1.1. greater involvement of third sector providers of social housing;
1.2. increasing the effectiveness of financial assistance;

1.3. focusing Housing New Zealand Corporation (HNZC) on providing
social housing to tenants with the greatest housing need; and

1.4. aligning the organisation and responsibilities of government
agencies.

note that Cabinet invited the Minister of Finance and the Minister of

Housing to report back to Cabinet Social Policy Committee on:

2.1. the potential scale and scope of third sector provision of social
housing;

2.2. the future role of HNZC (as a provider of social housing);

2.3. options for funding growth of third sector housing provision, including
incentives, costs and funding sources to achieve this; and

2.4. the vehicle for funding social and affordable housing providers '
(including HNZC) [CAB Min (10) 44/8 refers].

note that the preferred approach to growing third party provision is to move
towards a greater share of the social housing market being available to
providers other than HNZC in a staged and managed way over time, as the
relative advantage of other providers becomes clearer.

note that there is a potential future role for both niche or specialist
providers and additional scale providers.

agree that Auckland should be given priority in considering initiatives to
grow third party provision of social and affordable housing.

Establishing an interim purchasing function for social housing

8.

agree to the establishment of a Social Housing Unit as a semi-autonomous
body within the Depariment of Building and Housing from 1 July 2011, or
as soon as possible thereafter, and that it be responsible to the Minister of
Housing for the provision of its social housing purchasing services.

'agree that the Social Housing Unit's role will be to advise on the allocation

of all resources that the Government invests in the supply-side of social
and affordable housing provision, with the aim of maximising the
effectiveness and efficiency of provision over time.
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10.

11.

12.

note that the standard public service accountability and monitoring
arrangements will apply to the Social Housing Unit as a semi-autonomous
body, including that:

8.1. the Chief Executive of DBH is accountable for performance of the
Unit;

8.2. the Chief Executive of DBH is accountable for the purchase and
performance agreements relating to the Unit even where the
responsibility for negotiating these has been delegated to the head of
the Unit;

8.3. the Chief Executive of DBH must ensure all instruments of delegation
are in place; and

8.4. the head of the Unit is appointed and employed by the Chief
Executive of DBH,

agree that protocols be put in place in the form of a ‘relationship document’
that sets out and manages the accountability and reporting relationship
between Ministers, the Chief Executive of DBH and the head of SHU, in
accordance with the Cabinet Accountability Guidelines for
Semi-Autonomous Bodies [CAB (99) M 14/9 refers].

agree that in its first year the Social Housing Unit will also be tasked with:

10.1. establishing new programmes to support the development of third
party provision, including replacements for the Housing Innovation
Fund and the new Rural Community Regeneration Programme;

10.2. developing relationships with key sector participants;

10.3. investigating the implementation of a regulatory framework for the
third sector.

10.4. developing standards for provision of social housing, to be used in
future contracting;

10.5. developing procedures for running contracting processes and
criteria for assessing the relative value for money of different
proposals; and

10.6. seeking expressions of interest from potential providers for initial
projects.

direct the National Infrastructure Unit within the Treasury, in consultation
with SSC, DBH, HNZC, and MSD to submit Terms of Reference for the
Social Housing Unit to the Ministers of Housing and Finance for approval
by 20 May 2011.

direct the Social Housing Unit, in consultation with other relevant agencies,

to report back to the Ministers of Housing and Finance by the end of 2011
with a draft Social Housing Investment Strategy.
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Funding growth in third party provision

13. note that our intention is to fund increased third party provision through
more efficient use of our existing investment, currently invested in
HNZC'’s stock, rather than providing additional resource.

14. note that in its first year, the Social Housing Unit will have access to
funding set aside in Budget 2011 to support social housing initiatives
and will pursue specific opportunities relating to divestment of HNZC
stock, but will not have powers to direct the use of specific HNZC
assets.

Role of HNZC

15. note that we anticipate that HNZC will remain the most significant
provider of social housing in the medium-term, and that we will continue
implementing measures to enable HNZC to focus on its core business.

16. note that the Minister of Housing intends to write to HNZC to request an
increase in dividends for 2011/12 to 2013/14 to provide resources to
implement initiatives to support the new direction for social housing.

17. direct DBH, in consultation with the Social Housing Unit, SSC, the
Treasury and HNZC, to report to the Ministers of Housing and Finance
by 30 July 2011 with proposals for the future delivery of Crown products
currently being delivered by HNZC.

Future decisions

18. direct. SSC, the Treasury and DBH, in consultation with the Social
Housing Unit and HNZC, to report back to the Ministers of Housing and
Finance by 30 March 2012 on:

18.1. the decision making powers that the Social Housing Unit should
have in future in order to achieve its objectives on behalf of the
Crown;

18.2. whether the existing levers for influencing HNZC, and the
parameters within which HNZC operates, provide sufficient
flexibility to optimise resource allocation across the sector, or
whether changes are required;

18.3. the most appropriate long-term organisational form and functions
of the Social Housing Unit; and

18.4. the implications of any resuiting proposals for HNZC.
Establishing a Ministerial Advisory Panel
19. agree to the establishment of an independent Ministerial Advisory Panel

to provide independent advice to the Ministers of Housing and Finance
on how well the reforms are progressing.
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20. direct SSC, in consutltation with other relevant agencies, to submit Terms
of Reference for the Ministerial Advisory Panel to the Ministers of Housing
and Finance for approval by 20 May 2011.

21. invite the Ministers of Housing and Finance to report to the Social
Policy Committee by 30 June 2011 on the funding requirements of the
Unit and the Ministerial Advisory Panel, which can be sourced from the
contingency for social housing initiatives set aside in Budget 2011.

-

. Hon Phil Heatle
- Minister of Housing

Hon Bill English
Minister of Finance
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Establishing a Funding Mechanism for Future Social Housing Provision

Portfolios: Finance / Housing
“Jn 4 May 2011, the Cabinet Social Policy Committee (SOC):
Background
1 noted that on 6 December 2010, Cabinet:
1.1 agreed to a direction of reform for social and affordable housing involving;
1.1.1 greater involvement of third sector providers of social housing;
1.1.2 increasing the effectiveness of financial assistance;

1.1.3 focusing the Housing New Zealand Corporation (the HNZC) on providing
social housing to tenants with the greatest housing need;

1.14 aligning the organisation and responsibilities of government agencies;

1.2 invited the Minister of Finance and the Minister of Housing to report to SOC on:
1.2.1 the potential scale and scope of thitrd sector provision of social housing;
1.2.2 the future role of the HNZC (as a provider of social housing);

1.2.3 options for funding growth of third sector housing provision, including
incentives, costs and funding sources to achieve this;

1.2.4 the vehicle for funding social and affordable housing providers (including
the HNZC);

[CAB Min (10) 44/8]

2 noted that the preferred approach to growing third party provision is to move towards a
greater share of the social housing market being available to providers other than the HNZC
in a staged and managed way over time, as the relative advantage of other providers
becomes clearer;
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noted that there is a potential future role for both niche or specialist providers and additional
scale providess;

agreed that Auckland should be given priority in considering initiatives to grow third party
provision of social and affordable housing;

Establishing an interim purchasing function for social housing

5

180555v1

agreed to the establishment of a Social Housing Unit (the Unit) as a semi-autonomous body
within the Department of Building and Housing (the DBH) from 1 July 2011 or as soon as
possible thereafter, and that it be responsible to the Minister of Housing fo ‘rovision of
its social housing purchasing services;

agreed that the Unit’s role will be to advise on the allocation of aV’ nfrfg;fig.qhe
government invests in the supply-side of social and affordable ¥ ~u.dr ~ oL~ eion, with tre
aim of maximising the effectiveness and efficiency of provis.»n o =r . gr;

poted that the standard public service accountability a~  ucuiton. @ alrangeme’ =
apply to the Unit as a semi-autonomous body, inclv”  ‘*ha =
. . 3 s .ﬂ - i 2t ~’\t g Li .P
71 the Chief Executive of the DBH is accrull®>{3%- ’j formance, 1S T, 9
e vie T8 778
72 the Chief Executive ofthe DBH# 0 "l .or thepury gse 10. erformance
agreements relating to the Uni* 27 We ';srg’?heflrespon%"'l that*Suckiond

i o £ ath 0J:fmatmg these
has been delegated to the b+t £roviglon

. . \is, .5 Loliskixgini g . .
73  the Chief Executive of tthSta‘n{§’.t ensure 8’ “_str *gx.\ of delegation are in
place; 5 ag, ved *
cratiade

74  theheadofthr it wpointedand e e thu Chief Executive of the DBH;

agreed thatpro' 8 s7a ‘uplaceinte..mn clationship document’ that sets out
and manages . a Muedbilityandrs  ingotldiudnship between Ministers, the Chief
Executived-=4Fy snéWe head ofiwayt i -ecmdprance with the Cabinet Accountability
Guide)® .fm ~ ...-Autonomous. ‘di. a3 (99) M 14/9];

27 ocuw (i s first yes~tu~ Unit wil .iso be tasked with:

gxew dvetaplishing~  p~g. . es to support the development of third party provision,

Gu.elincluding -~ & . s ot the Housing Innovation Fund and the new Rural
CommyBH ~neghediation Programme;

2 .or S¢ mi-Amnte >

9.2 dev s, g ifonships with key sector participants;

Jdwe @ fiose )
93 in* ‘i, ‘ngtheimplementation of a regulatory framework for the third sector;

2 esuhlisy’
¢ dicluloping standards for provision of social housing, to be used in future
¢oatracting;

9.5  developing procedures for running contracting processes and criteria for assessing
the relative value for money of different proposals;

9.6  seeking expressions of interest from potential providers for initial projects;
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directed the National Infrastructure Unit within the Treasury, in consultation with the State
Services Commission (the SSC), the DBH, the HNZC, and the Ministry of Social
Development to submit Terms of Reference for the Unit to the Minister of Finance and the

Minister of Housing for approval by 20 May 2011;

directed the Unit, in consultation with other relevant agencies, to report to the Minister of
Finance and the Minister of Housing by the end of 2011 with a draft Social Housing
Investment Strategy;

Funding growth in third party provision
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noted that the Minister of Finance and the Minister of Housing mtend 4

r’nﬂ" eN >
third party provision through more efficient use of existing investm~ Qﬂrv .,r" i .vested in
the HNZC’s stock, rather than providing additional resource; bé\ N
noted that in its first year, the Unit will have access to funding set.. 4étmlﬂudget 2gl 1 tOe-
support social housing initiatives and will pursue specifir portu. *tiug celating te
divestment of HNZC stock, but will not have powers+ .re “heuse ‘of specif  N7C
assets; are Unit | sithin

+the Nar sna. ™ \
. ;), tb , DB; ) .-

.ce. oy viss >
Role of the HNZC > _ms cSR. %erer
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(¥

unr"*q Lyow’

rF oy
2

T

1RNSESW?

svele me ot o o
noted that the Minister of Finance and * Migists.of Fifousing; PP’ alvy2u

14.1 anticipate that the HNZC wi ¢, taifeCtessiost mgm“n corgsules

. ) N ~te
in the medium-term; Jin.ce Mig ; o CH
Lo Jateo ;

14.2  will continue implr’ u'%i ‘ing measures to en th i '%e (.\ co focus on its core
business;

ez "of social housing

aal Infra £
noted that the MiSSI:. (:}, ?q éting intends {* ‘,d i’ E rfNZC to request an increase in

dividends for 27 _ 1 2w, 1r14 to pre- pm?f 1?.; S implement initiatives to support
o shrl 0 Tern 114 1O PIT g S
the new dm’Hm%m'- Pat housmg

directy, 4 Tlfe?B.q. ir consultation w. fl}\ or & fal Housing Unit, the SSC, the Treasury and
,nTanr"' and2helvit to the M nister of x. jrrice and the Minister of Housing by 30 July 2011
‘Tnve &m}ﬁf dgfor the fub- e, 'very of Crown products currently being delivered by the

sfatio al "o as”
d-“is.ons  _omm vsiol (t>

PMET w0 SL 1T
?fxected theySr of. HousiltpSury and the DBH, in consultation with the Unit and the HNZC,

to report’ 3 .. W “iswer of Finance and the Minister of Housing by 30 March 2012 on:
ad et the 7T

17.0 w3 sce Hlids making powers that the Unit should have in future in order to achieve its
Ibeshtt e<s on behalf of the Crown;

17:.Ajnevbether the existing levers for influencing the HNZC, and the parameters within
which the HNZC operates, provide sufficient flexibility to optimise resource
allocation across the sector, or whether changes are required;

17.3  the most appropriaie long-term organisational form and functions of the Unit;

17.4 the implications of any resulting proposals for the HNZC,;
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lishing a Ministerial Advisory Panel

agreed to the establishment of an independent Ministerial Advisory Panel to provide
independent advice to the Minister of Finance and the Minister of Housing on how well the

reforms are progressing;

directed the SSC, in consultation with other relevant agencies, to submit Terms of
Reference for the Ministerial Advisory Panel to the Minister of Finance and the Minister of

Housing for approval by 20 May 2011,

invited the Minister of Finance and the Minister of Housing to report to
30 June 2011 on the funding requirements of the Unit and the Minist”. .Aa. . Panel,
which can be sourced from the contingency for social housing init*P!iSs!1l § M'in Budge
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