. MINISTRY OF BUSINESS,
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Ref: 1718-0202

05 SEP 207

Ms Margaret Mechum
fyi-request-6346-1934288f@requests.fyi.org.nz

Dear Ms Mechum

| refer to your email of 3 August 2017 requesting the following information under the Official
Information Act 1982 (the Act):

1. A copy of the 'Expert Consultants Group Report on AS IRRS Review'.
2. lalso request to know the membership of the Expert Consultants Group

In response to part one of your request, please find attached, copies of the covering briefing dated
7 December 2012 to Ministers of Finance, Social Development and Housing, and the External
Consultants Group (ECG) Report on the Review of Accommodation Supplement (AS) and Income
Related Rent (IRRS). These documents have been released to you without redaction.

In response to part two of your request, the External Consultants Group consisted of:
e Robin Oliver
* Ann Dupuis
s Annette Sutherland
e Sarah Sinclair
o John Yeabsley.

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 sincerel

Hilary Eade

Manager, Construction and Housing Policy
Construction and Housing Markets
Building, Resources and Markets

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







Ministry of Business,
Innovation & Employment

Minister of Finance
Minister of Social Development
Minister of Housing

Date 7 December 2012
Ministerial office reference
Ministry reference MBIE ref:206 12-13

Responding to the External Consultants Group (ECG) Report (\&@ of

Accommodation Supplement (AS) and Income Related R

P /@@

This briefing provides officials’ initial adwce/\% qo a/ny t \%Monsultants Group
Report on the review of Accommodatio p tAS a

This briefing has been developeq on W\ 3 }gﬁt%' of Social Development
(MSD), the Treasury and H I\Le Zeala ’u n (HNZC). The views of these
agencies have been reﬂ ne

Key Pomte;E @% (Q@

al Co ulta%@G\oup (ECG) was commissioned to review financial

Sistance fqr ou {pg)costs — Accommodation Supplement (AS) and the Income
ate : 1dy (IRRS). The findings and recommendations from their review

i eir report.

as set a direction for financial assistance that offers opportunities to

ke anglble progress on social housing reform, and that contributes to the social
housing market end state that Cabinet recently agreed, CAB Min (12) 38/3 refers.

These opportunities will require further development to address their more detailed
desngn and implementation. This could result in specific initiatives that could be
announced around the time of the planned March and June Cabinet papers in 2013.

4 Officials seek your direction to develop the detailed design arid implementation of
specific options recommended by the ECG, as part of the Social Housing Reform
Programme.

Recommendations

1 Discuss the ECG’s findings and recommendations with the External Consultants
Group at your meeting with the group on 11 December 2012.

2 Note that the critical issues identified in this briefing provide possible discussion
points for your meeting with the ECG.

In Confidence 1



3 Direct MSD officials, supported by MBIE, Treasury and HNZC officials to provide
advice within the SHRP on the long-term direction proposed by the ECG for a single
instrument for providing financial assistance in June 2013.

Yes/ No

4 Direct MSD officials, supported by MBIE, Treasury and Housing New Zealand
Corporation to provide advice within the Social Housing Reform Programme
(SHRP) in March 2013 on how to most effectively design and implement the
following immediate actions proposed by the ECG. This advice will also cover more
detailed analysis of the overall cost and impacts across househaold he specrf
options being proposed for implementation.

a) Testing the contestable delivery of social housi nq% asis ec e
locations focused around a higher level g @gﬁ snstance (c le

to current IRRS).

b) Take account of the mcoﬁ?ﬁ)a llon a@re i ents in HNZC properties
in calculating the jn Slated re t\ idh the pnmary tenant and
consider ho %l pproac phed to additional adult
reSIdent supk eﬁe@y\)\g

Yes/ No

omml u work from officials to consider establishing a time-limit
%@fer new AS recipients who are home-owners. Officials could

he possibility that future AS payments for homeowners could

@@}%arge against the value of the property that is recovered on sale.

Yes/ No

d) Commission further work from officials to consider establishing a time-limit to
current homeowners receiving AS. Offi cials could also explore the possibility
that future AS payments for homeowners could be a charge against the
value of the property that is recovered on sale

Yes/ No

e) Develop a policy framework to establish the cntena for testing when a
structural shift in rents in a particular housing market create the case for
reviewing the AS maxima that apply to that location.

Yes/ No
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f) Increase the AS maxima for Christchurch, Selwyn and Waimakariri territorial
authorities from AS area 3 to AS area 2 to reflect the exceptional relative
increase in market rents in these locations since the Canterbury earthquakes

Yes/ No

- 5 Direct MSD officials with support from MBIE, Treasury and HNZC, to ensure that
advice on design and implementation of all recommendations agreed above

addresses:

« detailed costing and impact assessments across househol S Q @ osals

« the high level issues with IT systems change,

« impact on delivery agencies resources and K%

» how these issues could be managed while ocus @h@ as of

high priority for the Government. C
6 Note that the ECG have also made mme rdlng support to

be provided following the rewew@ 1e‘s) stan usmg quality and the
structures within a soc:al l%ous;Qg arket requnré\{:% pport the trials and longer
term approach to fina n assjstance. T endations will be addressed

within the ex&stlng% v So@@ Reform Programme.
Timeframe &% i\@

You a g\w the Exter Co>nsuitants Group at 12:00pm on Tuesday 11
T

12 to sc ss theirfindings.

SN~
Relevam@r)

Mi %Qggﬁg\mﬁing General Manager Construction and Housing Markets, Phone Number
D y . 8 »

rincipal author
Brendan Nevin, Director Social Housing Reform, Phone Number 027 704 8358
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Responding to the External Consultants Group Report onkAS and IR,RS

Background

1 The External Consultants Group (ECG) was commissioned to review financial
assistance for housing costs — Accommodation Supplement (AS) and the

Income Related Rent Subsidy (IRRS). The members of the ECG age;

Na

e Robin Oliver (Chair), taxation specialist and economist @L)%r
e Annette Sutherland, Housing Manager, ComC %

o  Dr John Yeabsley, Economist, NZIER v
e  Dr Ann Dupuis, Associate Pr @IOIOQ wersnty
e  Sarah Sinclair, Partner, M(@ on Rudd awyers

2 The ECG has set u Ir\/ﬁ dings an S ndaﬁons from their review of
r;é:ég\‘ repo

financial assmt ng costsy rt. The terms of reference for
their re\new @deﬂ%s A%ex\j

3 Th gf@ $ sske

@@%sure & subsidy budget for individuals and landlords is

effective ted.
\y lcy changes to facilitate the delivery of social housing reform
x ctives (m particular to encourage greater diversity of supply of social
@ and affordable housing) and to enhance welfare reform.
Consider the impact of the proposed changes on the Auckland: housmg

market.

4 Their brief was not to provide detailed implementation advice on policy
changes This will be priority work for officials over coming months and will
feedback into Cabinet advice in March and June 2013.

5 You are meeting with the External Consuitants Group at 12:00pm on Tuesday
11 December to discuss their findings.

Critical issues

6 The ECG recommends a long term direction for financial assistance that
enables and encourages contestable provision of social housing across a
diversity of providers.
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A

The ECG also recommends early action to test the contestable delivery of
social housing on a trial basis in selected locations focused around a higher
level of financial assistance (comparable to current IRRS).

This direction would ensure financial assistance more effectively addressed
housing needs, improving outcomes for tenants. Greater contestability and
diversity of social housing providers would contribute to more responsive
housing supply, enabling more tenants to be housed at lower costs than would
otherwise be the case. The trials and other immediate actions will test the
benefits of this diversity and contestability, and will develop the cgpability and
wider settings required to scale-up and apply this contestable modelt social

9

housing. @ @
focus on housing access need and housing affordabilitgnsed E \ &%

AS and IRRS provide different levels of finarmci 1§t\> ce elpimeet the

housing costs of recipients. The ECG ha ée

¢ Housing access need — w ere, strug to c ss and sustain a
tenancy, for exampl t of men e\Nl o)r physical difficulties.
This group broa s onds to sessed as A or B or the Social
Allocation Sy ﬁ e\)

n
. ous nq/\ﬁ b h r:ge Q eople need financial assistance from
c{l Jnord \ot meét their housing costs and be able to meet
exper{\ s lS a wider group that includes people with and
<ﬁ/ ysing acg/ss need
ssessme

et housing need

11

nd that most people with housing access need are being housed

y — by HNZC or by non-government social housing providers. The

Vy questxon around housing access need is the unit cost of delivering these

outcomes for tenants, as the IRRS can enable relatively high cost models of

delivery — e.g. a single person under-occupying a three bedroom house, and/or
social housing being provided in relatively high rent neighbourhoods.

The ECG found significant levels of unmet housing affordability need. The ECG
argues that AS alone is mcreasmgly inadequate to meet housmg cosis. Current
AS parameters result in financial hardship reflected in growing use of
Temporary Additional Support (TAS) to meet housing costs. This hardship is
also reflected in evidence of households accepting poor quality and over-
crowded housing as a way of reducing their housing costs. In contrast, IRRS

provides a higher level of financial assistance for HNZC tenants with the same
level of housing affordability need.
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@)of n

The role of the housing market and social housing supply

12 The ECG highlight that housing supply is not responsive to demand and that
this has driven up house prices: putting pressure on social housing supply to
address access need and increasing the cost of financial assistance. If housing
supply remains unresponsive, the same outcomes for tenants will come at an
increasing cost in the form of financial assistance, or government will need to
trade-off outcomes for tenants to reduce the fiscal cost.

13 The ECG identifies an opportunity to focus on expanding and {ragsforming the
supply of rental housing so that it meets demand for pn\ge\ ent
lower cost over time. This transformation is a wid { me of
building on the response to the Productivity Comriis pSreport&n h&u
affordability, and coordinating changes to @éﬁj i

g\ SSISta%

initiatives to expand the quantity and dive@ / hou ly/

The ECG's direction for financial assistance ﬁ

14 The ECG outline a fufure e§ n>s\fnancrﬂ\a née that supports a well-
functioning housing r rﬁ\t that tdeliy @ } le housing ouicomes for a
greater proporﬁofri> ew dalande S G{J“S/supported by an innovative and

flexible SOCH\EE@Q ﬁark% @

15 ThIS istane Q b part of a wider social housing system that

Y/cho r ?E estable provision of social housing across a
@%?90) providers. \Fhe ECG highlights the innovation seen in the provision
dent

¥a dation and retirement accommodation, including the entry
T%& and new business models into these markets. Similar
, social housing provision would deliver housing access outcomes

eed tenants at lower cost over time, freeing up some resource within
verall forecast baseline for financial assistance to address the unmet

@% ousing affordability need.

16 On balance, the ECG’s analysis suggests that residual income is the closest
indicator of housing affordability need. Residual income measures the income
that households have for their other living expenses, after meeting their housing
costs. Residual incomes could be used to calibrate the parameters for a future
flnanmal assistance instrument, or residual incomes could be explicitly
incorporated into the design of financial assistance — for example, by setting a
guaranteed minimum resadual income for dlfferent household types.

17 The ECG make four recommenda’uons o outline this future fmanCIal assistance:

e Replacing current IRRS and AS with a single financial assistance
instrument for housing costs that:

- is neutral across providers;
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- provides assistance commensurate with housing affordability need;

- ensures recipients can meet their housing costs without suffering
hardship; and

- enables mobility across providers and locations.

e  Providing financial assistance either to the tenant to meet their housing
costs, and/or as a subsidy direct to the provider to reduce the rent charged
to the tenant. This would enable innovative models of sogj housing
provision, and would require careful design of the regulati gd other

aspects of the social housing system

e  Enabling any social housing provider who can gﬂ?@i@el‘ vant crﬂg(t
house applicants with housing access n fe re
funding.

e Integrating needs assessmen Q sgassm g access and
housing affordability with the ! are s Th+s mtegrated needs
assessment would b ate by MS ld be separate from

housing provider. (3\

Officials’ view on the lo tglﬁi dlrecfi@’or fihahtial assistance

18 Ofﬁcial t}ﬁ‘u/he Io M%posal for financial assistance is worth
lden gsxd oaches to the provision of income support for
W % upport further work on it. Other key principles for
ating ce should be considered including social mobility and work

@} tlvei\\)/@pr ach recommended by the ECG

19 e\eﬁwe note that this approach:

will require Ministers to make difficult Judgements about the level of
@ income people need to live on

e  may be costly, depending on the parameters chosen

. will involve winners and losers

e will involve considerable change to administrative and IT systems, and
could not be delivered in the short-term

20 There would be a considerable amount of work required to further develop this
approach into a workable model of income support. If Ministers wish to
consider advice on this approach, it is recommended Ministers agree to trial the
a approach in selected regions over the short term and to direct officials to
report back in June 2013 on the long-term approach.
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Immediate actions to improve financial assistance for housing costs

21 The ECG also recommends a number of immediate actions that make initial
steps towards this longer term direction. A key element of this immediate
approach is the use of trials to build capability in government to operate a
contestable, diverse social housing market and to build capability across
potential social housing providers.

Officials’ view on the trials of a higher level of financial as if-spe «
locations @

22 Officials propose to provide further advice on % eans %@gl’!@%

the ECG’s recommendation to test the co testab elwery smg on
a trial basis in selected locations. The trl iswould e(jgzﬁf;sed around a
higher level of financial assnstanc a sble to g@e N . Officials will
also provide advice on how to c’ a e xxs’u glinitiati o expand supply of
social housing (IanUdlpg”‘t ose hvere ggs U) with these trials.
Officials’ advice will (ad re\j

+ outcomes b ng%ve/é gé@ag\oeaﬂon
;Xﬁéon which ﬁté d tenants this subsidy could attach to,

lmp t on.affe d agencies,

missions are required (i.e. whether they are contractual or
atlve)
mi

ore detailed analysis of the costs and benefits for Government and for
tenants and

« interdependencies with other work.

23 Officials will also complete further work on the expected beneﬁ’ts of this
proposal in terms of addition to the volume of social housmg supply and
improved sustainability for providers. Further work is also planned by officials
to address the question of the desirability of supplier competition versus choice
for tenarits in the design for this trial.

24 As an early indication, officials suggest that the followmg characteristics should
be considered when selecting the geographic areas for trials of additional
assistance to providers:

e  They will exhibit high levels of housing need at the national scale;
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e  They will have the potential to grow a contestable pool of providers;

e  They will be designed to ensure minimum displacement impacts and value
for money

¢ Where possible they will support other government priorities such as
vulnerable children or the response to the Christchurch earthquakes

25 Officials are concerned that this additional subsidy will be difficult to unwind
once provided to additional high needs recipients. Officials will ne

provide
advice on options to mitigate this issue. «
Immediate Actions fo address anomalies within the curre éﬁé K%
26 The ECG recommends further work on potenti </e o ke a cfé the
current social housing system, mcludmg ment reassessment,
and the quality standards that apply &ﬁj lng t) mendations
will be addressed by report bac RP, wrt due\ga es as discussed
with Ministers on 4 December 20

%)
27 The ECG also identi g@@l anorqa@ rrent AS and IRRS that should

be removed, spe

{@ of l m additional adult residents in HNZC
m the fIRRS

r?s;denn@ th a‘uon of a time limit to the receipt of AS for new AS
@ recipie @ AWn thelr home.

eveloping principles to guide the realignment of locations within the AS
a to reflect shifts in relative rent levels, and applying these principles
o increase the AS maxima applying to the Chnstchurch area.

CQD%IWQ account of income from additional adult residents in HNZC properties

28 Officials support this proposal as it would more accurately reflect the total
income that households who live in HNZC tenancies have to support
themselves. That is, the primary tenant has the opportunity to request
additional adult residents for a contribution towards housing costs and may
indeed already do so.

Considering the application of a time limit fo the receipt of AS for new and existing
AS recipients who own their home.

29 The AS rules allow AS to be paid to home-owners, but on a slightly less
generous basis than for renters. The inclusion of home-owners is unusual for a
demand-side subsidy, and allows recipients to retain (or build) equity in their
home, with the support of Government assistance. While the social welfare

In Confidence 6



system generally ignores the presence of assets (with the notable exception of
AS which only looks at cash assets), it does not normally provide assistance in
a way that can result in an accumulation of wealth.

30 While we think there is merit in looking into the ECG proposals in this area, we
have concerns about: ‘

e the impacts this policy might have on vulnerable groups (e.g. older people,
the disabled, people in remote communities, those in hardshlp or with
other special needs)

e the practicalities of administering a claim on the pro ne:

Officials’ view on the ECG recommendation to ace\ Ies fo g\me!q mg
realignment of locations within the AS max: retiee ruct elative

rent levels, and applying these prmc:ple&%\eﬁ‘ge c&ﬁ% app/ymg fo

the Christchurch area.
31 Given the probl e AS, our«?\» e would be to undertake a
fundamental upd(ajéi/ §ir cé@af'ld maxima. However, based on

the data pres e EC s seem to be a shori-term case for
promo/tm Gip;rs chy Ch S { aimakariri to AS area 2. The shock and
turmot

by re eni\s\' ay also justify doing something concrete to assist
lo Knc people IQ area with rising housing costs.

03 rren \\?;a/mal properties in the Christchurch area are let almost in an
ucgg % ith potential tenants offering to top previous offers. This
severe shortage of housing in the Christchurch area. While

eung AS in the Christchurch area may alleviate the financial

rrc imstances of existing tenants, for those seeking accommodation it may
urther fuel the bidding process.
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Summary of officials’ proposed approaches to the recommendations

Table 1 Approach to further advice on ECG recommendations and findings

ECG recommendation

Proposed approach from officials

Recommendation 1: A single objective
needs assessment process should be
developed for housing access need and
housing affordability need, integrated with
the wider welfare system needs
assessment system and led by MSD. This
integrated process and assessment will
need careful development. Itis an
important pre-requisite for this future
financial assistance instrument, so this
work should start as soon as possible.

Officials to report on implementation by March 2013
within the agreed programme of work of the SHRP.

(\

Recommendation 2: Government should
consider the options for using residual
incomes to calibrate the financial
assistance instrument, to targegas\s

NES

to those with the highes
affordability need. Eipa ??Siia\s ce
c%e sure-inimu
residual incoj fferent ho
types, indifferg
@’wﬁ . <\

sl desné 3 Hons af i“%
S

@)

;;\ps},g;t

pfoach proposed by the
alongsxde/oth ?Co h

for long-term reform

EE

ln additio "

l income, other key principles for
/calL atit VSI ance should be considered including

\ flity and work incentives. The approach
& ended by the ECG

O/

w1|l require Ministers to make difficult judgements
about the level of income people need to live on

may be costly, depending on the parameters
chosen

will involve winners and losers
will involve considerable change to administrative

and IT systems, and could not be delivered in the
short-term
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ECG recommendation

Proposed approach from officials

CNP

Recommendation 3: Provide an IRRS-
level of financial assistance to high need
tenants housed by 'social housing providers
in addition to HNZC, to support growth in
the diversity and supply of social housing.
Initially, these location-specific trials would
focus on areas with growing levels of high
need, and would be coordinated with
investment to expand the supply of social
housing (for example, capital grants or
stock transfers).

Officials will develop advice on how to best implement
a model for a contestable pool of IRRS funds by
March 2013 including testing the model proposed by
the ECG.

Officials’ advice will need to address the following:
o outcomes being tested @

<

e geographical loc@@@ @

. funding@& g\ % %
P ﬂ;‘ aiChc De%\;nants this
&@8@ gg:{ §¥i§> agencies, what

evrequired (i.e. whether they

perr?sg
e contractGalor legislative)
P

% o\ej detailed analysis of the costs and
@ bénefits for Government and for tenants
e interdependencies with other work.

¢ expected benefits of this proposal in terms of
addition to the volume of social housing
supply and improved sustainability for
providers.

« the desirability of supplier competition versus
choice for tenants in the design for this trial.

Officials are concerned that this additional subsidy will
be difficult to unwind once provided to additional high
needs recipients. Officials’ advice would need to

R

address the ability to manage this risk.
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ECG recommendation

Proposed approach from officials

Recommendation 4. Commission further
work from officials to confirm the specific
locations for this IRRS-level of assistance for
high need tenants. For example, Christchurch
and South and West Auckland are areas with
growing numbers of high need tenants and the
potential for growth in social housing providers.
Similarly, Whangarei and Rotorua have been
selected for the initial Children’s Teams
demonstration sites.

Officials will advise on the geographic location of
trials as a key element of the advice proposed in
recommendation 3 above,

¢

Recommendation 5: Take account of the
income of additional adult residents in HNZC
tenancies when calculating income related rent

\p>advxcern
recom t?g

If you agree, offncuals@l

best to design a
by March 20
Official S bat fu

g*e\ﬁ

g(ow

\,ﬁ

time-limit on AS recexp
“who are home»ow
explore the p
for homeow

sﬁcou!

| h re AS
l /be>a char
hat is re”éo

tso co stder ch for

value ofgt\&\y
|
gp similar <{i elimxt) o current
meowriers r%en\lr)\ag/g

%@@

0

o d also
add\re Fthe | ))e‘b jonal adult
fs@i\\\ enancis {m is received could

Q Sobedtaken i fie calculation of the

QPR f‘ =Y
Recommendation 6: Commj urthier{ If youxa" | lals wnl provide detailed advice on
work from officials to consi t\ i ing a lgn and implement this proposal by

&%% 39}3
proposal as it would more accurately reflect the

dmonal income that HNZC primary tenants have
with which to support themselves.

Officials have some concerns about the
administrative costs required fo run a system of
establishing a charge against the value of a
property.

Officials share the caution of the ECG that some of
the long term recipients of AS that time limit may
effect are particularly vulnerable so considération of
the impact on this group should be iricluded in
officials’ advice on design and implementation.

Recommendation 7: A policy framework
should be developed to establish the criteria for
testing when a structural shift in rents in a
pamcular housing market creates the case for
reviewing the AS maxima that apply to that
location.

If you agree, officials will develop advice on how
best to design and implement this recommendation
by March 2013:

Officials agreed it will be useful fo develop a
consistent approach to revision of AS maxima and
to assess current AS maxima using this approach
on Ministers on how this would be applied.

Ministers should be aware that the final adoption of
the mechanism to review AS maxima in cases of
structural rent shifts could raise expectations in the
future, and may result in significant future financial
costs

In Confidence
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ECG recommendation

-| Proposed approach from officials

Recommendation 8: Increase the AS
maxima for Christchurch, Selwyn and
Waimakariri territorial authontles from AS
area 3 to AS area 2 to reflect the
exceptional relative increase in market
rents in these locations since the
Canterbury earthquakes.

If you agree, officials will develop advice on how best to
design and implement this recommendation by March
2013.

Ministers should be aware that this is most kaely fo
assist existing tenants rather than improving the
bargammg power of tenants who are currently seeking
housing in the area.

Recommendation 9: Transfer needs
assessment and reassessment for IRRS
and the associated access to sogial
housing to MSD as soon as possible.

h Mimste@/

This work will be progressed 28 :
Officials will prowde desi ple tatlon vice
by June 2013.

Recommendation 10: Housing need
should be regularly reviewed for all
tenants. This should be supported by
access to appropriate advisory and
financial support and options to stay in th%
same house but without lRRS—le\LeI’\

A

assistance.

D)

Further advic @t g\bist rga\\{ d\gsrgn and
lmpler{?e @ is rec end }lo will be provided
y’MaK 017

s

Commission further war @\t\?
appropriate quaht an a

2?}’2?@? hedé@ f%! I dards ha reb{rgi%
P\f(ectn ‘e level ofé \8{?

ed (refe/\‘“ nal buiu

der

\reg)ulatlon.

s\fé}]mendatlon will be addressed as part of the
to Ministers in June 2013 on market conduct and

\ﬁ\i

design and implemerntation issues

L’% he ECG acknowledge the care that will be needed in deciding on changes in

these areas, reflecting the vulnerable nature of many new and existing AS and
IRRS recipients. As discussed above officials are keen to undertake further,

- more detailed development of

the design and lmplementatxon of these

‘immediate actions, and their potential impacts, to provide Ministers with more
complete advice on the options that could be pursued.

34 The ECG has provided high level indicative analysis of the impact of these
changes on tenants and the potential fi scal costs and savings. This indicative
analysis will need. to be refined as the specific initiatives are developed. The
ECG's initial analysns suggests indicative costs of $35 million per year, and
offsetting savings options that have the potential to yield up to $70 million per
year — so that it could be possible to implement these changes within forecast

baselines.

In Confidence
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35 Many of the ECG’s proposals will require IT systems change and delivery
agencies resources to implement. Due to the heavy load on staff and
constraints on MSD IT systems due to the large scale welfare reforms being
rolled out in July 2013, there may be challenges in implementing the proposals
in the short- to medium term.

36 Additional functions and/or complexity in the systems administered by MSD
could take focus away from the implementation of welfare reform and the
Government’s Better Public Services Key Result Areas (in particular result area
number 1: reducing welfare dependency).

37 If Ministers wish to pursue ECG recommendations, official lS r «
value in further work looking at how the intent of the recomm n g’ncﬁs c ()&

achieved with reduced complexity.

Next steps @

38 Please indicate which options o 0’/13\ Qrgfp entatlon and
design advice for. The detalled sxg and mple at b these immediate
%s Reform Programme.

actions can be addressed f the Soci
This could result in s ee atlves th ®Q nnounced around the time
of the planned % t@ 2013.

Recommel@agl \BB

c\u§s/f\fhe ECG \hgé and recommendations with the External
ulta ts@% our meeting with the group on 11 December 2012.
n ical issues identified in this briefing provide possible
d cus nts for your meeting with the ECG.
ireet MSD officials, supported by MBIE, Treasury and HNZC officials to
ovnde advice w:thm the SHRP on the long-term direction proposed by the
ECG for a single instrument for providing financial assistance in June 2013.

@ Yes/ No

4 Direct MSD officials, supported by MBIE, Treasury and Housing New
Zealand Corporatxon to provide advice within the Social Housing Reform
Programme (SHRP) in March 2013 on how to most eﬁ’ectxvely design and
implement the following immediate actions proposed by the ECG. This
advice will also cover more detailed analysis of the overall cost and impacts
across households of the specific options being proposed for
implementation.

a) Testing the contestable delivery of social housing on a trial basis in
selected locations focused around a higher level of financial
assistance (comparable to current IRRS).

Yes/ No
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b) Take account of the income of additional adult residents in HNZC
properties in calculating the income-related rent paid by the primary
tenant and consider how a similar approach could be applied to
additional adult residents in tenancies supported by AS.

Yes!/ No

c) Commission further work from officials to consrder
time-limit on AS receipt for new AS recipients wh -own r@

Officials could also explore the possibility tha: fﬁ‘bu e paym fo
homeowners could be a charge againstfhéy ue

is recovered on sale.
Q\@ @O /
d) Commrssro% r[ﬁe )woﬁ%u) %@consrderes’cabhshinga

time-li rrent home re ceiving AS. Officials could also
exgl pOSSIblhty hat fiitan eﬁAS payments for homeowners could

e agair Q\//lue) of the property that is recovered on
@&@ Yes/ No
g ve op a policy framework to establish the criteria for testing when a

@ tructural shift in rents in a particular housing market create the case

for reviewing the AS maxima that apply to that location.
Yes/ No

f) Increase the AS maxima for Christchurch, Selwyn and Waimakariri

" territorial authorities from AS area 3 to AS area 2 to reflect the
exceptronal refative increase in market rents in these locations since
the Canterbury earthquakes

Yes/ No

5 Direct MSD officials with support from MBIE, Treasury and HNZC, to ensure
that advice on design and implementation of all recommendations agreed
above addresses:

- detailed costing and impact assessments across households of all
proposals

In Confidence 13



« the high level issues with IT systems change,
« impact on delivery agencies resources and

« how these issues could be managed while maintaining focus on other
areas of high priority for the Government.

6 Note that the ECG have also made general recommendations regarding
support to be provided following the review of tenancies, standards for
housing quality and the structures within a social housing market required to
support the trials and longer term approach to financial assistance, . These

recommendations will be addressed within the existing scop oc:lal
Housing Reform Programme. @

ACting General Manager Construction an@%ark%&
%@ V\Q Hon Phil Heatley
isterof~Social

Hon Bill Engllsh
Minister of. ¢ Minister of Housing
Q Qe\elo ment
i&@ g v ate: Date:
i&@edback
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Annex 1: Terms of Reference for the AS/IRRS Review

ACCOMMODATION SUPPLEMENT / INCOME RELATED RENTS
EXTERNAL CONSULTANTS GROUP

Robin Oliver (Chair) Taxation specialist and economist
Annette Sutherland Manager in a Community Housing service
Dr John Yeabsley Economist

Dr Ann Dupuis Associate Professor in Sociology
Sarah Sinclair Partner in a law firm @

Purpose Q
To assist the Director of Social Housing and a nomlnated tative of th& Minis
Social Development, the External Consultants Gro }%

o Provide guidance and quality assurance-Qn evai bem officials.
This includes guidance on the pol eIo ent me h on the impact
and practicalities of lmplementﬂ sals o s\ml h mg providers.

» Brief the nominated officials on roe S é)so market distributional
or fiscal impacts of vai )D'(I

Particular reference n/to ho gh;@es will change the supply of, and
)

demand for soc;»a cdéﬁlep ckland.

The Exte s” ant \ 6US will be on the AS/IRR Review, which is a
\ the So g Reform Programme (SHRP). The External
ta Group also \nde guidance and comment as required on other SHRP
{kg? ams be/\ a the inter-relationships between the AS/IRR Review and other
st

i using Reform Programme
@%% evel objectives of the SHRP are to ensure that:
There is a diverse supply of social and affordable housing delivered by a range of
providers.
Social Housing is delivered in a way which stimulates the supply of social and
affordable housing.
» The social housing sector is capable of responding to local market conditions.
e Social and economic mobility. is enhanced.

To achieve these outcomes officials are focused on how to develop a market that supports
the growth of multiple third party social housing providers and enables the constructlon of
affordable housing.

AS/IRR Review
The review will:
1. Assess the demand for future housing support in the social and private rental
sectors.
2. Assess the overall effectiveness of the current housing subsidy arrangements.
3. Assess the potential for reform to support a sustainable social and affordable private
rental sector.

In Confidence 15



4. Provide advice on financial reform and highlighted distributional and sector impacts.

Objectives
1. To ensure the housing subsidy budget for individuals and landlords is effectively
fargeted

2. To identify policy changes to facilitate the delivery of the objectives of SHRP and
enhance welfare reform

3. To identify the impact of the proposed changes on the Auckland housing market.

External Consultants Group's Focus
» Review high level objectives and how current policy settings and houg@subsidies «

contribute (and should contribute) to the SHRP and Welfare Reform

o Ensure that all AS/IRR reform proposals fully consider i lmpa opm
of a social and private rental market as well as impac obil] and se/h M
particularly for the most vulnerable occupants @Ch sm@ Thlsiwnl
the Group to:
= assess the eligibility for AS < lew i Ven ss and
efficiency in respect to
=  explore the extent @\ repos; R regime can
increase the sup y\of cia Iand o a’o}e e rental housing
= review the AS ime with ﬂx em?ext of the Government’s
Welfg fg%form Program AN

= ‘é) dj\/ubutional @Q\g f~any proposed changes to AS/IRR
0

gra
N T@@y 1mphr<a(§/{o> s\
i ntlfy olichghahgesnecessary to complement AS/IRR changes.
e extent iﬁi\b ny proposed changes fo policy and benefit targeting
market in Auckland.

{% ay impact o theho @
e » ts Group will also need to take into account emerging thinking and

in respect of:

The Crown’s investment strategy in social housing (including the use of asset
transfers to encourage the growth of third party providers);
e The development of Regulatory frameworks to support policy changes.

licy proposals on the overall SHRP, and

Specific Requirements

Timescales

Officials will be reporting back to Ministers in November 2012. It is anticipated that the
External Consultants Group’s input will be required for a total of 15 days, with a view to.
testing of options in October 2012.
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Review of Financial Assistance for Housing: Final Report

Executive Summary

Overall Impact

1. We recommend a long term direction for financial assistance that
enables and encourages contestable provision of social housing across
diverse providers. Such a structure for financial assistance w
ensure it more effectively addresses housing needs, xmprov %
outcomes for tenants. Greater contestablhty among Yer
social housing providers would contribute to mor esTaons hou3|
supply, enabling more tenants to be housed @o @ou

@ﬁ

otherwise be the case.

2. We also propose a number of i ns t ir I steps
towards this longer term directio W} lgmf ant % \e commend
testing the contestable deh \s cial s ngr efon a trial basis

in selected Iocatson \se ound er\level of financial
assistance (co currenting \ﬁ? e}ated Rent Subsidy
(IRRS)). T ssns@ expansion of supply and

increas §wof SO provision in those locations.

co n” <\l hanges to key aspects of the current social
system \ciu needs assessment and reassessment, and
1 ndar that apply to social housing. We have identified
i€s in current Accommodation Supplement (AS) and
o uld be addressed to generate savings. These savings
reallocated to offset the costs of other initiatives proposed.

mary of Conclusions

4. There will always be housing need that requires the provision of social
housing and financial assistance for housing costs. This housing need
has been amplified by the lack of responsiveness in housing supply —
putting pressure on the supply of social housmg and the levels of
financial assistance. This is the essence of the problem that the
External Consultants Group has been asked to address.

5. Some people struggle to access a house in the private market, and
often require ongoing support to sustain their tenancy — for example, as
a result of mental illness or physical disabilities. Other people can
access a house but need assistance to both afford their housing costs
and be able to meet their other living expenses. Both groups of people
are often vulnerable, with low incomes and limited capacity to cope
with rapid change.



6. Fundamentally, housing supply is not sufflc;lently responsive to
demand. As the Productivity Comm|SS|on has outlined, not enough
houses are being built overall and very few houses are being
constructed for lower quartile income households. As a result, house
prices have been growing rapidly and, especially in Auckland, owner-
occupied housing is becoming beyond the reach of low to moderate
income households. Rents have also increased, but not as quickly as
house prices. The gap between rents and house prices is making it
difficult for reasonable quality rental accommodation to be provided at
a cost that lower income households can afford.

7. Inadequate housing supply and high housing costs mcreaseé e and
for the provision of social housing and for Governr;a@l

assistance for housing costs. In particular, expen IR»RS
AS has grown significantly over the last deca l créa mg n b r@
of recipients of AS are left with low levels or ther/ei
expenses after meeting their housmg gs has in
growth in the numbers of recipients t lp b i artlcular
Temporary Additional Suppo ( ce ﬁ&ﬂseholds
accepting poor quahty hoqs rov - c nditions as a
way of reducing th u3| osts \/Qe

8. It should no ? I)e tpa ments are not coping well
since tgv des urrent environment.” Moreover,
(?i i;g?Nii‘?he A / an result in very different outcomes for

re 5 W|th c aractenstlcs based on their landlord rather

th n/ﬁelr need nsuitable for meeting housing costs as itis
|d for sh rt d s and has a 100% abatement rate (and so
cr atés ool \/Wbrk lncentwes)

..-

government reaction to these challenges needs to enable the
% sing market to respond to demand pressures with increased
affordable housing supply. This will ease the price and availability
pressures on the social housing market and enable it to focus on

housing need. None of the measures we propose are likely to be
sustainable in the absence of a well-functioning housing market.

10.Housing access need is currently addressed by the provision of social
housing, by central government (through Housing New Zealand
Corporation (HNZC)), local government, and non-government social
housing providers. Social housing provision needs to become more
effective and innovative, to better meet increasingly diverse social
housing needs at lower cost. For example, HNZC could be given the
tools and incentives to operate more flexibly, and the non-government
social housing sector could be developed and expanded.

11.We believe the Government should work towards a longer term
housing policy in which a well-functioning housing market delivers

' New Zealand Productivity Commission. Housing Affordability Enquiry (Final report), March
2012.



affordable housing outcomes for a greater proportion of New
Zealanders, and is supported by an innovative and flexible social
housing market. Reflecting the vulnerable nature of many recipients of
AS and IRRS, any change should be designed to carefully manage the
impact on current and future recipients. This would involve:

Replacing the current IRRS and AS with a single financial
assistance instrument for housing costs. This financial
assistance would be neutral with respect to the housing
provider. It would ensure that assistance is commensurate with
need, so that recipients can meet their housing costs withou
suffermg hardship. Recipients could also access ar: g/g
providers and would be able to move from one pr /e \
another or move locations as their circumsta ?ovb

example from a social housing provnder v Sector

provider).
The Government should b % de fi CI
pro

assistance to either th \é@g@n to more
efficiently ensure te et th ousin osts This

would reqwre carefu esx n of a

mcludmg(eélﬁ‘o an nee
snstance the Government

Reﬂ@ /fex1bl
\/30 ena e% I>housmg provider who can meet

t Crelévant.er] se applicants with housing access
e relevant funding.

ed essment for financial assistance and for housing
\Scass fieed should be separate from housing providers and
ould be integrated with other welfare support. This suggests it
should be part of the Ministry of Social Development (MSD).
Needs should be assessed and reassessed on an on-going
~ basis, as is the case with other welfare support.

12.This package of reform will take time to develop and implement. In the
interim, there are a range of immediate measures that can be
advanced to improve the existing mechanisms for housing assistance.
The following measures would be consistent with the longer term
approach outlined above, and can be justified on their own merits:

Transfer needs assessment and reassessment for IRRS and the
associated access to social housing to MSD as soon as
possible.

Reassess housing access needs on an on-going basis for all
social housing tenants (not just new tenancies), in addition to
the reassessment of their housing affordability need and the
relevant level of financial assistance. The focus should be on
providing positive assistance and support to those whose

@ﬁ



circumstances have changed, to move from HNZC to the private
rental market.

e Investigate options for tenants to remain in the same house
once they are no longer in high housing need. For example,
offering the scope to stay in the same home with a different
landlord, and opportunities for the tenant to purchase through
rent to buy or similar schemes.

s Operate a contestable, diverse social housing market on a trial
basis in selected locations, including by providing an IR S Ievel
of financial assistance in respect of high need tenan<t
by non-government social housing provxders «
subsidy could be provided to either the prov han @
accessing social housing. The SOCIa| ‘%s ste’m |n the
locations would be managed by a g agen (\C
example, the Social Housing U<m1 Id a iSOtz I
housing providers, |dent|fy‘fﬁ\el Imc ee

and ensure sufficient pr s} ultab
trial locations woulff\b i ate al-subsidies to

social housx ovnder rev\@growth in supply of
social h i %}

hn e p a\/tl € use of benefit diversion — with
ento fh c\/ent—-to pay their rent directly to their

om their AS and any main benefit income.
&»

R ency of re-assessment for AS (currently
ly) given this creates compliance burdens and
% necessary arrears for working households — a growing share
f total AS recipients.

Deeming a contribution towards the rent payment from
other adults who are resident in HNZC properties.

%@ ¢ Remove anomalies in the current IRRS/AS assistance by:

- Introducing a time limit on access to AS for new
recipients of AS who are homeowners and consider
appropnate options to transition those whose entitlement
ends

- Increasmg the AS maxima that apply to Christchurch,
Selwyn and Waimakariri to reflect the exceptional relative
increase in market rents in these locations.

e Commission further work on the appropriate quality standards
that should be applied to social housing. There are different
levels of standards that would apply, reflecting the level of
government funding provided:

- Minimum standards that apply to all accommodation.



- (Possibly) higher standards that apply where the tenant is
receiving financial assistance and, in effect, the
Government is meeting part of the housing costs. A key
question is whether such standards would have perverse
incentives in discouraging the provision of housing to
recipients of financial assistance.

- Clear standards for the housing and the related social
landlord services, where the Government is providing
subsidies to the social housing provider.

13.We consider that the above short term changes would be cons;j

with the proposed longer term direction of reform and make ry”teps
to redirect funds to the highest need tenants. They als
environment that encourages HNZC to be more flexi a dt tsegks

to develop the non-government social housing &
14.We considered a number of other sho . g\s to @s@the
current IRRS and AS ass;stance r{d on \ oh nges

could not be supported. The e to ‘pr Ssures on
AS and IRRS by more kee y ar ngt e e\i\a% gsting assxstance
l

as the vast maJorlty lple rev ow incomes? and
the wider housu{g ke emams

2 Over 80% of AS recipients are beneficiaries and over 90% of HNZC tenants are
beneficiaries.



Review of Financial Assistance for Housing: Final Report

Introduction

1.

.

Financial assistance for housing costs currently contribute to meeting
the basic human need for shelter for around one-in-five New Zealand
households. Quality housing provision contributes to a range of

broader Government objectives, including the health and e
There are separate and distinct objective
housing affordability: i?
ho
heir housing costs.

ucation of
our children. It is essential that the $2 billion per year that k(a
greatest possible contribution to these outcomes. @ E >
43l
Housing affordability nee o rs
households, this can r/\su he ho |L Vlng relatlvely little
income for the@ e genses af i
Housx{g3 eed OCC@}} Useholds are unable to
§ i g<“m

Government invests in this financial assistance is focu d
i%&
u high
housing costs relative to h 6 €S. Foq;l
acces /sustam e private market. This can

se of fa§/o (ﬁ as poor credit or tenancy history,

S
é\% ealth er addictio 'ssues or physical disabilities.
efiniii\o of Social housing corresponds to housing access

th\/pro ision of housing to those tenants by the state or third
ro 'dérs ThlS equates to around 7% of all households in New

organisations.

@@%I government, local authorities, and non-government

A broad definition of social housing corresponds to housing
affordability needs and all households receiving financial assistance
from the Government in order to meet their housing costs. This
financial assistance can be paid directly to the individual or paid to
providers in return for their charging tenants a less than market rent.
This equates to around 20% of households in New Zealand, and
includes people who live in housing provxded by a significant number
of private landlords as well as social housing providers.



Figure 1: Representation of type and scale of housing need®

No financial assistance

Housing affordability need

Ongoing access need

J

Around 2.1 million Economic Family Units in NZ, of which:

ed-{o some of the most disadvantaged
h holdsin N In the main, these households will have
X\b;/ae it26nly inc Q;\ J>eachlng our conclusions, we have been
sciousthat th & erate within tight household budgets and even
rela |V€:I“f:g orchanges in the levels of assistance they receive could
e impacts. The effects of any change on low income

5. Ho in@~ ance i pﬁ(rg

s who are either current tenants or new tenants flowing into
he/housmg assistance system should be carefully considered.

. 3
5 % 2 wider challenges facing the New Zealand housing market

6. Natural population growth rates, external migration to New Zealand
and internal migration within New Zealand have resulted in overall
population growth being concentrated in Auckland Housing supply
has struggled to match the growth in population demand in Auckland;
the result has been a marked and sustained increase in rents. This
has been driven by a number of factors. For example, land accounts
for around 60% of the cost of a new dwelling in Auckland compared to
40% in rest of New Zealand.

* An Economic Family Unit (EFU) consists of an adult, a partner (if any) and/or dependent
children (if any). The concept of an EFU is often used for poverty reporting and reflects the
unit of benefit eligibility. A household may contain more than one EFU, for example the -
primary tenant and one or more boarders, or where multiple EFUs are flatting and share a
single dwelling.



7. The loss of and damage to a significant portion of the housing stock in
the Christchurch area from the Canterbury earthquakes has generated
similar rental affordability problems.

Figure 2; Median % of disposable income spent on rent across New Zealand by
quintile

60

S0
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Median % of disposable income spent on rent

e Quintile 4
wase Quintile 5

< -
@ C@ = Qe
v Quintile 3
e affordab ll ures are felt most acutely by lower income
ous hot Flg T 2 above demonstrates that households are
Rg\ n/| creasmg proportion of their disposable incomes on rent
gs&'in the lowest two quintiles of income are most affected.
@ e the rent movements, the housing market has been
% responsive to these segments, building very little new affordable or
% social housing. Overall new housing supply volumes are at historical
@ lows and only 5% of new housing construction is targeted at the lower
quartile (see Figure 3 below).

9. There are opportunities for non-government providers to increase their
involvement in social housing provision. A move towards greater non-
government provision could encourage:

K Specialised local responses to particular local housing needs.

. Innovation-by providers and'more’»ﬂexible responses to changing
housing need (on a housing and regional basis).

. Access to private sector capital to provide social housing and a
resulting higher rate of growth in the stock.

. Growth of providers who could diversify into affofdable housing.

4 Quintiles are defined as: Quintile 1 Under $29,499; Quintile 2 $29,500 -$49,999; Quintile 3
$50,000- $76,799; Quintile 4 $76,800- $116,999; Quintile 5 $117,000+



Figure 3: Value distribution of new housing investment in New Zealand
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10.Increased i m non- ent-providers will assist in
efficientl dema s/\ek housing. There has been

som e>velop g indicators of demand which
hét hou mg 1\ ontmue to grow nationwide through
“c;)( ith s; \ wth occurring in the Auckland region.
h ofnon- goyernmen t provision of social housing would
@compl men{ mcreased focus of Housing New Zealand Corporation
households with the highest housing access need.

ntly, non-government social housing providers account for a
mall share of the total housing market as compared with UK and
Australia. In New Zealand, the private rental market has a relatively
larger role in housing many low income and often vulnerable
households.

@

12.Financial assistance for housing costs helps recipients to meet their
housing costs — through the Income Related Rent Subsidy (IRRS) for
state housing tenants, and through the Accommodation Supplement
(AS) for other tenants and some homeowners.

13.The public cost of providing this financial assistance (AS and IRRS)
has grown rapidly over the last decade. Current official forecasts
show such growth slowing over the next four years, as the economy
improves. The wider challenges around housing affordability, however,
present significant risks that the actual costs will exceed these
forecasts. Government has limited levers to contain the growth in this
expenditure, given the current design of AS and IRRS. As a result,
this fiscal management can create greater pressures on housing
access need and housing affordability' need.



16. The supply of social and affordable housing \év rt, b addres(ig/d>

Housing acces (; S ﬂg a
d)rme Q

17. At an%\\&
-further

@@

by the reforms to housing supply that the nt is seeki
introduce in response to the Produc #X qg;;wssno
housing affordability. But ensurmg\é) \en upply }t\and
affordable housing is alway e/chall IQ

Government will need to<dev artlcula al \if;g expandlng

supply for this seg {rten%o ousr
fforda/b,rpt

eeds are not being met

ge} ound 310,000 recipients of AS and
ﬁ cipients of IRRS. Given the movements in
of wel & during the course of a year, around 600,000
zonom Fam |ts will have received AS or IRRS at some time
each eflecting these measures of housing affordability need,
é 230‘* and 40% of all private rental tenancies are likely to be in
re of AS at any given time. Given this extensive reach of AS and
constralned supply of affordable housing, any general increase in
AS payments will have a large impact on the housing market. It can
be expected that most of any increase would be absorbed by higher

rents, leaving tenants Ilttle better off and a significant increase in
governmernit expenditure®.

18.Housing access need is harder to observe and measure In addition

to the 61,000 IRRS recipients, there are around 16,000 households
renting from non-government social housing provrders (councrl
housing and third sector NGO providers) who also concentrate on high
need tenants. HNZC has a waiting list of applicants who are high
need and waiting to be housed, and other households may be
dlscouraged from applying for state houses by the perception that they
will be unable to access them. Evidence suggests that a large
minority of AS recipients are facing S|gn|f|cant financial hardship which
may also translate into housing access need®. Taken together these

S Arthur Grrmes and Sean Hyland wrth Andrew Coleman James Kerr and Alex Colher (2012),
“A New Zealand Regional Housing Model”, Motu, for the Department of Building and Housing.

® Average payment of AS per recipient was around $75 per week in June 2012. Average
payment of TAS was around a further $60 per week in June 2012.



different indicators suggest that there are at least 80,000 households
with housing access need, almost all of whom would also have
housing affordability need and most of whom are housed by HNZC or
other social housing providers.

19.A core problem is the inadequate supply of social and affordable
housing. As a result, the Social Allocation System (SAS) can be seen
as managing access to available state housing rather than objectively
measuring the need for housing access assistance. Supply shortages
also result in higher market rents, which increase housing affordability
need and create financial hardship.

20.These poor outcomes are the result of the way AS and | ;
been designed to contain the Government's fiscal c(o/si\f @
. IRRS is only provided in respect of state hou%\ op\v'et db
HNZC - so access is limited. @\& @

. AS requires a co-payment towaids\/@m/gﬁéosts fr@ nt

and requires the tenant to le of 1sing costs
above the AS maxima =s \sx R rket K\ssc eate growing

financial pressure on tenants)even af\ t}T&e ipt of AS.
. IRRS also gen @ovides H%Mnancial assistance
- ) : L
for housing, % ter?msg@ Q;j"on the basis (primarily) of
their o@)\@c'ess 2éd. v@l\'\ sult, levels of assistance and
: ug'(g a’ﬁérdabilg ld@@s can be very different for tenants
i \/ ilar IQX ~ofN \}lsing affordability need’.
g\\\Bﬁ AS cq’-‘paym\s tructure ensures tenants face the incidence of
@ thehrgin\\i\?st of their housing, creating incentives to carefully
\baﬁ c }ei ousing costs. However, housing costs have increased
otk int where many households are in a position of financial
% ship and extremely limited choices. The choice between a poor
quality house that is cold, damp, in poor condition and over-crowded,
or having enough money for food and other essentials is no choice at
all. Too often, households are being forced to make compromises in

their housing choices that contribute to poor housing, education and
health outcomes.

22.Around 52,000 AS recipients also receive Temporary Additional
Support (TAS). TAS is a hardship benefit designed to fill temporary
gaps when a recipient's expenses exceed their income. TAS is paid
for periods of up to 13 weeks at a time, and can be rolled-over at the
end of each period. TAS recipients face a 100% abatement rate, as
TAS is reduced $ for $ for any increase in their income. While TAS
receipt is an imperfect measure of housing affordability need, it is
indicative of unmet housing need in the private rental market.

" The average payment of IRRS per recipient was over $180 per week in June 2012. In part,
this reflects differences in household types and housing costs. However, our analysis also

- shows that IRRS recipients who started their HNZC tenancy over the last year would be
around $75 per week worse off (on average) if they received AS instead of IRRS.



The future approach to housing financial assistance

24.Financial assistance for housing costs should be designed and
delivered to:

. Address housing access and affordability needs of ten

of\social usi@
25.1n this way, financial assistance-¢ “cfitic {@@hieving the
s\ narket e te\; d wider

. Be affordable to government.

. Enable and support greater diversity an
provision.

Government’s future social housin:
changes to social housin pr}wg ion can ere @{Vore sustainable
path for financial a{ss@anca\.ﬂ’he ideal fﬂ?{\p\ /(shape of housing

2

e\@dld, ino m%&g ate the provision of social

financial assisir  Wou PYiew
housing fr@ heprovision offi iahassistance for housing
affordability_nes d- This o(@ ars(ir\}}involve:
. /@e ton of t é\ of provider of social housing (HNZC, local
orities ﬂ\ on<government sector) from the role of provider

@v ffinakiial ?}Q/is\iance for housing costs.

. §A/@‘gj ,,Vcﬁnsistent instrument for providing housing financial

@ag ance not linked to the type of social housing provider.
@3 eatér diversity and supply of social housing

26.1n our view, HNZC having the dual role of both providing social
housing and administering financial assistance has stifled the
development of social housing. Separating these roles is an important
first step to create an environment in which non-government players
can provide social housing on a more equal footing with HNZC, and
where HNZC can focus on its core role as a social housing provider.

27.This separation will require the development of a social housing
system that can accommodate a diversity of providers, including
financial assistance that is not dependent on the provider. This will
help the development of the non-government social housing sector, as
has happened in some other countries. Greater diversity and supply
of social housing should result in greater dynamism among providers
to find innovative, lower cost methods to supply social housing - for
example, by making better use of the land committed to social
housing, and through lower cost construction techniques.



28.The ability of non-government providers to respond in this way should
not be under-estimated. Private provision of student accommodation
and retirement villages has developed rapidly in recent years, with the
entry of new players and new business models into these markets. In
the student market, a key feature has been the way that tertiary
institutions have facilitated the matching of a “common waiting list” of
students looking for accommodation with a short-list of suitable
accommodation providers. Both student accommodation and
retirement villages have developed distinctive models of relatively high
density housing that focus on the facilities and factors that these
particular tenants value, rather than use the standard stand-alone

properties on large sections that are prevalent across the h @

market.

29.HNZC should also operate as a more dynamic le | oc1al
housing provider. HNZC should be encou -cn

capital more quickly, to better meet ¢ mg ne gsé
Government'’s policy of reviewable ia r ne h( ants

a useful step and could be ext \/ome e egyﬂs for
example those paying ama 0\; T\hls c b orted by

greater flexibility fo main |n ouse once they
are no longer i |n ou mg n & le, options could be
developed soi it e\ same home with a different
Iandlo unltx eveloped with community
c@@e stoa \@é s to purchase through rent-to-buy or

in soc being provided at lower cost over time, so that social
s n y is feasible and sustainable for providers and rents are
rdable for tenants. This will enable Government to more

tlvely meet the high need that AS and IRRS currently fails to
% ddress in particular high housing affordability need as well as high

x% o .
@ est ty an wersxty of provision of social housing should result

housing access need. It should also better ensure that available social
housing evolves to meet changing social needs.

A single financial assistance instrument

31.A second aspect of the desired future is a single, consistent instrument
for providing housing financial assistance not linked to the type of
social housing provider. It would not be possible to address the
affordability needs of tenants and the government and support
diversity of supply through small changes at the margins of current AS
and IRRS - for example, changing the subsidy rate and maxima for
AS. A new, single system of financial assistance is needed, and
should be designed to directly address the objectives for housing
affordability need.

32.A range of options have been considered as part of this review. Our
analysis suggests that the variation in housing costs across different
household structures and locations means that there is an enduring



role for a financial assistance instrument to address housing
affordability need. The Welfare Working Group suggested that such
an instrument could take the form of lump sum payments that vary by
location — to simplify the welfare system and to minimise the impact on
work incentives. Reflecting our terms of reference and the impact of
current housing need on outcomes for tenants, we favour a more
complex instrument that matches the financial assistance more closely
to housing affordability need.

33.0n balance, our analysis suggests that residual income is theéosest
indicator of housing affordability need. Residual income ‘%tj)s the
income that households have for their other living expe n@c\é\/
meeting their housing costs. Residual income cou b/eing (o}

calibrate the parameters for a future financial @gsistan % | stru(r@en@@

residual income could be explicitly incorp ] 'Tl’t\)the defi of

financial assistance — for example, t{,y<s/‘ét%in\ \guaranteed %m
. . . AN %

residual income for different houséhold types: ?6

34.Finding 4: G |
 Wihite highsstiaf

~ system of fi
o SO8
l"@Sis‘cah.

ilitynee

37.Under this single financial assistance system, the same level and form
of financial assistance would be provided to all tenants, reflecting their
‘housing affordability need. If the Government was able to define its
objectives for addressing housing affordability need in terms of the
residual income for different household types, this would enable



financial assistance to be more closely aligned with these objectives —
either through calibration or direct parameterisation. In this way, the
maximum affordability need could be addressed for any given cost to
Government.

Future social housing system

38.Figure 4 provides a stylised representation of this future social housing
system. As recommended above, an integrated needs assessment
process (operated by MSD) for housing access need, housing
affordability need, and access to the wider welfare system is a core
part of this model.

39. Applicants with housing affordability need, in addltlo/rvt/i%\hg% ss to
h the

the welfare system, would receive additional su
single financial assistance instrument. Appli |th sm%acc

need would be separately identified as egrat

c@;l)::)l e/adress d’t
r\d\ hrough/\ C\GO anylng
—\as s cupr @(15 case with IRRS
relative to AS. Tenants with @ g acqe”ss uld be prioritised
for social housing.

@ equlre\d)h@ip ©vision of a higher level
of (non-financi &1 aroun

€ desj g%@ | assistance

Welfare system &
tax credits

assessment process. Access nee
direct provision of social housi
higher level of financial as(sxs a

Figure 4: P\d@g ed-f)

Integrated Housing access
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Allocation
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Accreditation
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40.This model also requires clear processes for managing the common
waiting list of applicants with access need to ensure they are housed
by social housing providers.

41.The Social Housing Unit (SHU) already has a role in the accreditation
of providers, in the context of its grant funding. This role could be
extended to cover the wider accreditation and/or regulation of social
housing providers in this future model. The SHU’s capability could be
significantly expanded to also include oversight of the matching of
tenants with providers (the allocation function). This allocation
function could include responsibility for a safety net compon%’co

ensure that high needs applicants are housed approprig’@x

42.1n this model, SHU could also be responsible forfa st ng fature @«
demand for social housing — the projected fl \(@3 Fe\\'v/appllc%x ts
access need who would join the waiting I@e s>next fi \fe\
years. SHU could then provide fundt@ ousi ebs to
ensure growth in supply match Qﬂ I Ievel ar |o of
demand. Housing is Iocatlo\- pee 0 thi age ent of supply
and demand may need t oper éat the le a\pumber of local or

regional housing cets, a\Iher th super—system for the
whole of New nd

43.In brogd t%t s so(c g/system is neutral to the provider of
oféial ousin ena E parhcupatlon by non-government

fs. Ther \@mety of ways in which this system could be
\ucture to e contestability that a greater diversity of
rowder oan This could include giving tenants greater choice
O\<i I Vldel’ and/or explicitly tendering across providers for the
ityi t supply social housing into this system.
S

"His new system of financial assistance will better address housing

expenditure. The economy and wider housing market dynamics will

@@E z affordability need for more tenants, within a given level of government

still drive growth in expenditure, unless changes to the supply of social
housing can be achieved to:

. Provide social housing at lower market rents over time, so that it is
more affordable for tenants, and so that financial assistance to
address affordability need is less costly.

. Expand the supply of social housing and the diversity and
“responsiveness of social housing providers, to more effectively
address housing access need.

Government can take immediate steps to move in this direction

45, Several immediate actions can be taken to lay the foundation for this
future approach. These immediate actions will improve the
performance of AS and IRRS, so that they better address housing
access and affordability needs. The actions will also build capability
and knowledge within government and social housing providers to



inform system design and implementation of a longer term approach.
There are two parts proposed:

. Implementing location-based trials of a contestable, diverse social
housing market focused around an IRRS-level of financial
assistance model, in areas where there is high and growing
housing need and coordinated with actions to expand the supply of
social housing.

. Addressing anomalies within existing AS and IRRS design, to
address more affordability need, overall.

46.These initiatives work in parallel to existing steps to improve
performance of HNZC, and the state housing portfolio.
working to lift the quality and condition of the state h

and to reconfigure the portfolio to better match a\go
characteristics of future high need tenanc

47.The two immediate steps are comp d shol(:(\es
/ l\c>ular

more affordability and access ddres
addressing anomalies wntr}x &e &m:snt stru% AS and IRRS will
{

enable an expansmn in th bet of tepa n receive a
tlon -specific trials —

higher level of fm nce

within existin {é sellne @ will feduce the incidence of

financial héé e coo d’\a n IRRS-level of assistance

w«th S Qe:é e social housing so that the
nants can be addressed.

ransmo @tlon -specific trials could be limited to new high
\ eed s re assessed as high need through the needs
assess n\r\xt\p ocess. Similarly, the initiatives to address anomalies in
eurre K\)and IRRS could be limited to new applicants, with grand-
pa_,r mg arrangements to protect the level of support received by

% Xisting tenants
Location-based trials of a contestable social housing market

49.The trials would create greater contestability in the provision of
housing for high need tenants. Tenants would receive an IRRS-level
of assistance when they are housed by any social housing provider
(notjust HNZC). Access to this higher level of financial assistance
would be coordinated with other initiatives to increase social housing
supply, to maximise the impact on supply. The key elements of an
IRRS-like outcome are that:

. The tenant is able to meet their housing costs without suffering
hardship (for IRRS, by paying an income-related contribution to the
rent from their net income).

. The tenant has a greater security of tenure in a suitable size and
quality property, relative to a private rental.



. The social housing provider receives the equivalent of a market
rent® in total.

50.There are a variety of ways to design assistance — paid to the tenant
and/or paid directly to the social housing provider — to achieve these
outcomes. Under the current design of IRRS, HNZC combines the
roles of housing provider, allocation of housing to tenants, needs
assessment, and delivery of financial assistance. It is unlikely that
social housing providers would perform all these roles, even if the
legislation were changed to enable them to receive the current IRRS.
These trials provide the opportunity to test alternative ways to design a
social housing system and the associated financial assist
achieve these IRRS-like outcomes. This would include

. Assessing and reassessing need to create Qri\(Mp to daté)
pool of high need tenants who can be pridtitised, allocated \nda\%
matched to social housing providers. @

. Prequalifying potential social hd\@ iders @ g the
services levels and otherif/e;@}hey/need@@ cluding
security of tenure for t t and qualityst dards for the
housing. %

. Delivering ,ﬁ@@sas’tan g\tl nts and/or directly to the

prov1der/3 ngure/ e S/Z(gé sr g prowder receives the
gt

mar eit> hat the tenant has an adequate

)mcome
\ trials al%g}/\ e opportunities to coordinate with other
over t initiatives, including those in the Better Public Services

resul yg g;S pporting Vulnerable Children and Reducing Long-Term
D/pendence) Careful design of the initiatives and high
evaluation will enable key lessons to be established.

©%E 2% Different locations could also be used to test different models where

providers compete to house high need tenants. For example, the
common needs assessment process could create a contestable pool
(waiting list) of high need tenants that provnders could bid to house.
The Government could operate a tender like process for prowders to
supply a portfollo of social housing in that location, into which high
need tenants are then allocated and housed.

53.1n order to provide an initial estimate of the cost of these trials of
providing an IRRS-level of financial assistance, we have examined the
cohort of HNZC tenants who have started their tenancies over the past

8 A market rent is used as short-hand for ensuring that providers are financially viable. In
theory, market rents would be set at a level that achieves this outcome. For social housing
providers, this viability could be achieved through a combination of payments from the tenant,
operating payments from Government and/or some form of capital subsidy. It should be
recognised that different providers have different business models. For example those
providers/landlords with an objective to buy and hold/sell for capital growth have a different
model to those with the objective of long-term hold, which needs sustainable cashflow (to
fund maintenance and upgrades).



year. We have assumed that they are representative of high need
tenants, as they are likely to have been assessed as A or B under the
SAS recently, and their circumstances are unlikely to have changed
materially. Around 8,000 new HNZC tenancies are started each year.
For these new tenants we have modelled the AS that they would have
received, assuming their housing costs and other circumstances are
unchanged. On average, these tenants are $75 per week better off on
IRRS compared to AS.

54.This suggests that providing an IRRS-like subsidy to a current AS
recipient who would meet high need criteria would cost around $4,000

per year. An ambitious short-term target would be for non ment
social housing providers to increase their stock by 500-7
€ed

per year®. If all of this increase in supply was occupi

tenants who attract a higher subsidy, then this @ d/l\n 'iﬁi/ely COs R>

around $2 million per year, cumulating for @ itional yea\&
Table 1: Costs to extend location-based tnaIS\Q nanc:a,l@jssl )

each additional cohort of recipients.
$ million 2013144 \\\\ 2044715 Q\sh\) 2016/17

500 new dwellings and new \\2\:)/ \ \> N 6 8
high need tenants per year /\\ N ]

1,000 new dwellings ?/nek W \\7 4 LOANE 12 16
high need tenants Ee y@B CQ = f\\\
\

55. T tl oul

\m par’uc éct the location and other characteristics of
addm I hig ed tenants being housed. It is also likely that
there ome small offsetting savings from other benefit types,

AS. There would also be significant administrative costs
ss cr ed with the trials, depending on the delivery model used for

@ i lmplementatlon

® Submission of Community Housing Aotearoa to the Productivity Commission’s draft
report on its housing affordability inquiry, February 2012.



Addressing anomalies in current AS and IRRS design

@@@

58.There are anomalies within the design of existing AS and IRRS that

create financial hardship for some recipients and provide higher levels
of financial assistance to other recipients. Removing these anomalies
would reduce the financial assistance received by some tenants in
order to increase the level of financial assistance that can be provided
to other recipients.

Boarders in HNZC properties

59.IRRS is designed to ensure that tenants generally pay 25% g@eir net

w0

income, and the net income of their partner or spouse, {ov@qu(f
housing costs. However, the income of additional

the HNZC property is not included in this calcula‘n lther a
the board payments received from the firs /t <%§de 5. ect@
is a windfall to the primary tenant, as eeting i e

housing costs associated with the @ dro
used by the boarders.

ebeing

60.Around a quarter of oﬁHNZ&nancxes jav @ more additional

adults resident d)dre The und 27,000 additional
residents i m Z A\Q\P%)ertles asa‘s J\ \2@ Of these additional
residents A re %cﬂ' d as maklng board payments to
the p g;gbe t. %

oposal iy contribution towards the total housing costs
r ddl l adults equal to 20% of a deemed income. This
dee e ould be the higher of their actual benefit rate, or the
ma@k e eﬂt that they could receive (equal to the relevant

oyment benefit for boarders aged 16 to 64 and New Zealand
rannuatlon for boarders aged 65 and over).

62. This deemed contribution would be collected from the primary tenant

over and above their income-related rent contribution — based on their
own income - and directly reducing the IRRS that they receive. These
deemed board payments would range from around $25 per week to
around $60 per week per boarder, depending on the benefit status of
the boarders.

63.Based on previous analysis, this option would decrease total IRRS

expendlture by around $43 million per year, and would increase AS
expenditure (in respect of the board payments made) by arotind $5
million per year — to yield a net saving of up to $38 million per year.

64.Further analysis would be required to refine these figures, in particular

to estimate the potential behavioural response by boarders and by the
primary tenants. If a significant proportion of boarders in HNZC
properties ended up renting on their own account instead of making
the deemed board payments, this could result in larger offsetting
increases in expenditure on AS.



65.1t is possible that this policy change could be enabled through
regulatory changes. However further work is required to establish
whether regulations would be appropriate. There may be advantages
for legislating to provide a stronger foundation for the policy change.
There may be an opportunity to use existing processes to draft
legislative changes to fast track this legislative change.

AS for homeowners

67.AS is currently received by around 44,000 homeow: i%%& inti ln

time. This can provide a responsive and cost- afety net
when people’s circumstances change. Thej casts may.be
lower as an owner compared to their cost jm to mo/\ni

private rental. Enabling homeown t y?@hew 0 {ﬁ\
enables existing connections t@m’ and ﬂ\%ew es (e.g.

schools) to be maintained

68.However, long term ecep subsidi pmeowners to
accumulate eq b% home( & ihzt other AS and IRRS
recnplents ncnp f AS for home-owners should
be subf%t

1
wn rst e higher incomes, with more in work and
wer cé other benefit income than other AS recipients
@ (r el g&f%arders) Around a third of AS homeowners have no
| come compared to around 20% of AS renters. AS
% 0 wners also have higher housing costs than other AS recipients.

60 é‘y 5<(ient on AS for homeowners in 2011/12. AS

ound 30% of homeowners have housing costs of $350 per week or
more, compared to around 10% of AS renters.

@ Figure 5: AS homeowners by duration, as at June 2012
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70.As illustrated in Figure 5, AS homeowners have a relatively flat

71

distribution of incomplete durations of AS receipt. As at June 2012,
around 30% of AS homeowners had been receiving AS for up to a
year, around 30% for 1-3 years, around 30% for 3-10 years, and
around 10% for more than 10 years. AS homeowners with longer
durations are more likely to be singles and smaller households, so
their average AS is a little lower. The pattern of AS expenditure is
similar to the numbers of recipients, with around 30% of the AS
expenditure being on durations of up to a year, 1 to 3 years and 3 to
10 years, and 8% of the AS expenditure being on recipients with a

duration of more than 10 years. @

.If AS for homeowners were restricted by duration, the %
would reflect the difference in housing costs betw ners @

have average housing costs around

and renting, for a similar property, as AS ho%
eligible for AS as renters if they changed(t %
despite having similar other ch a@ce& / iX of

household sizes. y
72.Taken together, ugg hat |Ip[\l\ %Ipt to a maximum of

thi
one year forn V\(I\.{/$ eown/gcou\ en ate a saving of perhaps
$6 million int g@%ar $ ﬂ"o in the second year, building up
to ove lI}i nce i{ {Iyl plemented Similarly, applying
mﬁ ~,Jmmedla S homeowners with durations of
ﬁa/\>a yea ov1de a saving of around $30 million per
owever&@}res are very tentative and would need to be .
odelled(“ tail, in particular to estimate the offsetting changes
types (e.g. TAS).

nge in this area, in particular for existing AS homeowners. AS

homeowners with longer durations are more likely to be beneficiaries
and less likely to have additional income, when compared to other AS
homeowners, and have similar characteristics to the most vulnerable
beneficiaries. AS homeowners are also widely distributed across the
country, with SIinflcant numbérs in low demand areas (like small rural
towns) where it may take significant time to sell a house, if it can be
sold at all.

( ar care would need to be taken with the implementation of any




AS maxima

76.In principle, if a location has experienced a structural shift in the level
of market rents compared to the rest of New Zealand, there is a case
for reviewing the AS maxima that apply to that location.

77.Christchurch and nearby districts have experienced an exceptional
shock to housing supply and demand, with the damage or loss of a
significant part of the housing stock. Higher insurance premiums have
increased costs for landlords. The recent earthquakes and the rebuild
programme have also generated exceptional shifts of populatlon in
and out of Christchurch City, Selwyn and Waimakariri.

78.MBIE bond data suggests that average market rents i Wv%
Selwyn and Waimakariri have increased by u;jﬁ: the Ias&

two years, compared to around 9% across over

of AS recipients in these locations W |n exé?(@;

AS maxima, compared to 38% acr and a tﬁ

Auckland. This creates a stron ovin rch, Selwyn
and Waimakariri from AS are (\gi)? %2 2~ espoyse to this
relative shift in rents %

Table 2: AS maxima by a{e/) Q

Household size @\\% K \\(\>V 2 3+
AS maxima ~Ared 3 N @6@&/ $75 $120
AS maxima A @gbfz \< N $125 $165

@ l”(\Sl ula>on modelling suggests that increasing the AS
r{v fistchurch, Selwyn and Waimakariri would increase AS
ndifure by around $21m in 2013/14, rising to $23m in 2016/17.

ould increase the maxima applying to around 12,500 AS
ecipients in these areas, increasing the average AS received by over

<®%% $30 per week.

80.Around 7,500 (60%) of these AS recipients would be below the new
AS maxima, and would gain around $15 per week. The remaining
5,000 (40%) of AS recipients would be above the new maxima, and
would gain between $35 and $50 per week depending on the size of
their household. Around 90% of the recipients at the AS maxima in
Christchurch are beneficiaries, and 75% have no non-benefit income.

81.0ne illustration of the impact of this initiative is that the MSD modelling
estimates that it would reduce expenditure on TAS and SPB by around
$4.5m per year. As a result, the net cost of this initiative would be
$16m in 2013/14 rising to $19m in 2016/17.



Table 3: Cost of increases to AS for the Christchurch area in 2013/14 and outyears

$ million , 2013/14 2014/15 2015/16 2016/17
Gross increase in AS 21.0 21.9 22.9 23.3
expenditure

Less offsetting reduction in TAS 4.7) (4.5) (4.4) : (4.4)
& SPB

Net cost 16.1 17.2 18.4 18.7

Transfer /\;é@

term mode \’ied above envisages a single objective
s assessm \En d reassessment process for housing access
need mg affordability need, integrated with the wider welfare
S e ssessment system and led by MSD. An early first step
thls approach would see MSD taking responsibility for needs
ssessment and reassessment for IRRS, and the associated access
@ to social housing, as soon as possible.

@ 86.In the short term, this would mean MSD would operate the current
Social Allocation System. When possible, that system should be
reviewed to ensure that it is fully measuring housing access need for
social housing. In the medium term, consideration should be given to

whether MSD should also assume responsibility for allocating high
access need tenants to social housing providers.

88.A reasonable consequence of integrating needs assessment with
other aspects of welfare support should be that housing access needs
should be reassessed on an on-going basis for all social housing
tenants (not just new tenancies). This should be at set intervals so
that tenants whose circumstances have changed have a period to
adjust for example, by finding private rental accommodation or moving



to home ownership. In this way, social housing providers such as
HNZC will not have capital tied up by providing housing to those not in
high need, and will be able to redirect that capital to best effect.

89.The focus should be on assisting those in changed circumstances to
explore housing options well in advance of a tenancy review. This
should be in the form of advice and/or financial assistance. This would
be the responsibility of MSD.

90.In addition, the government should investigate options for tenants to
remain in the same house once they are no longer in high housing
need. This would mean, for example, the means to stay in th
home with a different provider other than HNZC or another s\i

housing provider. Options to purchase the house throu
or similar schemes.

o *‘but Wlthout lRR{ ‘
Other short term recom/mend;v\g)

92.0ur overallﬁya\?ae@)hls/ep@rﬁslg\ex out a long term model for
soc:|al ug}@ in the commend changes to help
1al hoﬁl\;@ ect ln that regard the government

n lder aft s at would help HNZC operate more
grow the still small sector of non-

eﬁ ly and
@@ ernmi\}m usmg providers.

lude allowing AS to be paid directly to providers in
ases. This might be desirable where it can provide a social
ing provider with a more secure flow of income. However that, in
um requires a review of the frequency of re-assessment for AS
(currently fortnightly) given this creates compliance burdens and

unnecessary arrears for working households — a growing share of total
AS recipients.

94.Consideration should also be given to the proactive use of benefit
diversion — with the consent of the recipient — to pay their rent directly
to their housing provider, from their AS and any main benefit income.

Quality Standards for Housing

95.We are concerned about the quality of some low income housing.
Between 30 and 40 per cent of private rental housing is part-funded by
the Government through AS. It seems anomalous that the
Government should be funding a quality of accommodation that it
would a not allow a social housing provider such as HNZC to offer.
However, this needs to be balanced by the fact that with general
housing shortages any imposition of higher quality standards may



result in the removal of some housing from this part of the market,
leaving lower income households with even fewer accommodation
options.

96.A balanced response is required and, in our view, the Government
should commission further work on the appropriate quality standards
that should be applied to social housing. There are different levels of
standards that would apply, reflecting the level of government funding
provided:

. Minimum standards that apply. to all accommodation.

. (Possibly) higher standards that apply where the tenant{s@celvmg

financial assistance and, in effect, the Government kr/@part
of the housing costs. A key question is whethe , rds
prpvnsuon

would have perverse incentives in discour.
housing to recipients of financial as&(t ﬁ‘ &
. Clear standards for the housmg ds

e
services, where the Governm @ \the social
housing provider. \ /i




