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Report 
Date: 10 November 2017 Security Level:  

To: Hon Grant Robertson, Minister of Finance 

Hon Carmel Sepuloni, Minister for Social Development 

Hon Tracey Martin, Minister for Children 

Families Package: Winter Energy Payment – Detailed 
Design 

Purpose of the report 
 Following your consideration of the 3 November 2017 report Families Package: Key 

design issues, this report seeks:  

1.1 confirmation policy objectives for the Winter Energy Payment (WEP)  

1.2 confirmation of broad policy principles to guide the development of the 
WEP 

1.3 agreement to detail design of the WEP 

1.4 agreement to proposed start date for payment of the WEP in 2018 

 

 This report alerts you to some identified potential policy and operational risks 
associated with the introduction of the WEP; and provides preliminary financial 
implications of the WEP which will be updated following receipt of your decisions on 
detailed design. 

Executive summary 
 On 3 November, you made high level decisions on the Winter Energy Payment (WEP), 

including:  

 WEP will support those in receipt of a main benefit, New Zealand 
Superannuation or a Veterans Pension.  

 Authority for this payment will be achieved through amendment to 
the Social Security Act 1964 (The Act).   

 This report seeks a number of decisions on the detailed design of the WEP which are 
essential for implementing the Payment. However, there are four key decisions which 
will underpin the detailed design. This executive summary only identifies these key 
decisions.  

Overarching Principle 
 Officials recommend that, where possible, the Winter Energy Payment be treated 

consistently with other forms of supplementary assistance already in the social 
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welfare system. Officials have kept the purpose of the WEP at the centre of our 
recommendations, to ensure the policy objectives of WEP will be met.  

Automated grant of WEP 
 The policy announcement on the WEP suggested that beneficiaries would 

automatically receive the WEP, but that NZ Super clients would have to apply. 

 Officials consider that not automatically granting WEP to NZ Super clients would not 
align with the Ministry’s legal obligations, undermine efforts to improve the culture of 
Work and Income, and increase the administrative burden.  

 

 Officials recommend that all clients who we know are eligible to receive the WEP are 
paid the WEP automatically, but that it is made easy for clients to opt-out of receiving 
the WEP.   

Commencement date for 2018 
 You requested information on the additional cost of implementing WEP from May 

2018. Implementing the WEP from 1 May 2018, instead of 1 July 2018, would cost an 
extra $185.774m in programme costs.  However, officials do not consider it feasible 
to implement the WEP due to the considerable complexity of designing a payment 
system for WEP. 

Period of entitlement 
 Officials recommend that the period of entitlement is defined as the 22 weeks from 

the 1 May, as long as the client remains eligible for WEP. This is slightly longer than 1 
May to 30 September (21.85 weeks). Rounding to 22 weeks aligns with existing 
system settings. 

The impact of the Winter Energy Payment on work incentives 
 The current eligibility for the WEP means the there is a ‘cliff-edge’ effect from the 

sudden withdrawal of WEP when someone moves off benefit, creating a disincentive 
to work.  The Treasury and the Ministry of Social Development (MSD) recommend 
different approaches on how to respond to this issue in the timeframes available. 

Recommended actions 

It is recommended that you: 

1 Confirm the policy objective of the WEP is to support those in receipt of a main 
benefit, New Zealand Superannuation or a Veterans Pension to heat their homes in 
winter by increasing the amount of money available over the winter months to heat 
their homes.   

AGREE / DISAGREE 

2 Note that more than 1 million people will be eligible for the WEP, which will mean it 
will be the supplementary assistance with the largest eligible population in the benefit 
system. 

3 Agree to the principle that the WEP is treated consistently with other forms of 
assistance available under the Act, such as Temporary Additional Support (TAS) and 
Accommodation Supplement (AS), provided that such an approach will support the 
policy objectives of WEP to be met. 

AGREE / DISAGREE 
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4 Note that Disability Allowance is generally treated differently to other forms of 
supplementary assistance (due to the fact that Disability Allowance is paid to meet real 
costs associated with managing a health condition or disability) and treating Disability 
Allowance in this way requires a large amount of manual processing and officials do 
not recommend you replicate that amount of manual processing for a payment more 
than 1 million people will be eligible for.  

Eligibility for the Winter Energy Payment 

5 Note that you previously agreed that eligibility to the WEP should be limited to those 
who are in receipt of a main benefit, New Zealand Superannuation (NZ Super) or the 
Veteran’s Pension1; and that defining eligibility in this way means that standard 
requirements relating to citizenship/residency status and being ordinarily resident will 
be met. 

Students 

6 Note you requested advice on extending eligibility to the WEP to sole parent students 
to ensure that the benefit system is not more financially generous than the student 
system for sole parents. 

7 Note the proposed $50 per week increases to student allowance (and student loan 
living costs) mean that students will be able to access higher income support through 
the student support system than through the benefit system (even with the WEP taken 
into account).   

8 Agree not to extend eligibility to the WEP to sole parent students. 

AGREE / DISAGREE 

Must be in New Zealand 

9 Note that those in receipt of main benefits have a duty to advise Work and Income of 
any travel plans before they leave New Zealand and unless their travel falls within one 
of the approved travel reasons their payments are stopped.    

10 Note that superannuitants and veterans can be absent for up to 26 weeks and retain 
their NZ Super and Veteran’s Pension payments.   

11 Note that payments of Accommodation Supplement (AS) and TAS (TAS) to 
superannuitants and veterans are currently stopped if a client leaves New Zealand for 
more than 28 days.   

12 Agree, either: 

12.1 that superannuitants and veterans continue to receive the WEP in a manner 
consistent with their NZ Super and Veteran’s Pension  

AGREE / DISAGREE 
OR  

12.2 to direct officials to provide further advice on eligibility being limited to those 
who are in New Zealand over the WEP eligibility period, in order to make WEP 
eligibility consistent with how AS and TAS are treated.  

AGREE / DISAGREE 
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Residential Care Subsidy 

13 Agree that clients who receive the Residential Care Subsidy should be ineligible for the 
WEP because the state is already meeting the cost of their care (including heating 
costs).  

AGREE / DISAGREE 

Residential Support Subsidy 

14 Agree that clients who receive the Residential Support Subsidy should be ineligible for 
the WEP because the state is already meeting the cost of their care (including heating 
costs). 

AGREE / DISAGREE 

What the Winter Energy Payment provides 

15 Confirm that the total rates of payments under the WEP (to be paid in instalments 
over the period of entitlement) are: 

15.1 $450 for single people or those with no dependent children; and 

15.2 $700 for couples or those with dependent children   

AGREE / DISAGREE 

16 Agree the period of entitlement be defined as 22 weeks from the 1 May (noting the 
eligibility period will be shorter in 2018, if the commencement date is agreed to be 1 
July in 2018), and 

AGREE / DISAGREE 

17 Agree to  calculate each instalment the total WEP entitlements on this basis  

AGREE / DISAGREE 

Dependent child 

18 Agree to enable children in respect of whom an Orphan’s Benefit (OB), Unsupported 
Child’s Benefit (UCB) or Foster Carer’s Allowance (FCA) is being paid to be treated as 
“dependent children” for the purposes of calculating a client’s WEP rate of entitlement. 

AGREE / DISAGREE 

19 Note that this would not mean that all recipients of OB/UCB/FCA would be eligible for 
the WEP, rather, if the carers of the OB/UCB/FCA children are eligible for the WEP the 
rate of payment will take those children cared for by OB/UCB/FCA caregivers into 
account.  

20 Note that as OB/UCB is paid by MSD, it can automatically identify these children being 
in the care of the adult.  However, as FCA is paid by Oranga Tamariki, MSD does not 
have accurate information on who has the care of such children, and will rely on clients 
self-identifying to access the higher rate. 

Treatment of Couples 

21 Agree to use the current definition of spouse or partner for determining who qualifies 
for the higher rate of WEP. 

AGREE / DISAGREE 

22 Agree to the current rules for apportioning payments between partners apply to WEP 

AGREE / DISAGREE 
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How those who are eligible for the Winter Energy Payment can access it 

Automatic payment 

23 Note that the policy announcement on the WEP suggested that beneficiaries would 
automatically receive the WEP, but that NZ Super clients would have to apply. 

24 Note that officials consider that failure to automatically grant the WEP to NZ Super 
clients who meet the eligibility criteria would: 

24.1 

24.2 undermine the efforts to improve the culture of Work and Income by ensuring 
the client is at the centre of our operations, and 

24.3 place a significant burden on front-line staff and significantly increase the 
operational cost of delivering the WEP every year, and 

24.4 

25 agree that the WEP be paid automatically to all clients that MSD considers to be 
eligible (based on information they hold on the individual). 

AGREE / DISAGREE 

26 agree that all clients will be given the option to opt-out of receiving the WEP if they do 
not wish to receive it. 

AGREE / DISAGREE 

Frequency of Instalments 

27 Note the policy announcement suggested that the WEP would be paid in monthly 
instalments. 

28 Note that the policy objectives appear to be unaffected by whether the WEP is 
provided through weekly, fortnightly or monthly instalments. 

29 Note that: 

29.1 clients are currently paid on a weekly (main benefits) or a fortnightly (NZ 
Super) basis, and clients are used to receiving payments in this way; and  

29.2 there are significant costs and risks associated with creating a new monthly 
payment.   

30 Agree the WEP is paid at the same time as current payments of main benefits, NZ 
Super and Veteran’s Pension (being on a weekly and fortnightly basis).  

AGREE / DISAGREE 

To ensure the WEP meets its policy rationale, there are technical matters you 
need to consider 
Non-taxable 

31 Agree that, consistent with the current income tax legislation, WEP be non-taxable. 

32 note that Inland Revenue has been consulted and support this approach. 

AGREE / DISAGREE 
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Indexation 

33 Note that increasing the Winter Energy Payment with the increase in the Consumers 
Price Index on 1 April every year costs $2.82 million in 2018/19 and rising to $30.955 
million by 2021/22. 

34 Agree to increase the Winter Energy Payment with the increase in the Consumers 
Price Index through the Annual General Adjustment that occurs on 1 April every year. 

AGREE / DISAGREE 

Income for the purposes of hardship assistance 

35 Agree that the WEP will not be treated as income for calculating TAS entitlement.  
This is because WEP and TAS have fundamentally different starting points:  TAS is only 
provided to those who have taken all reasonable steps to reduce costs while WEP is 
being provided to encourage clients to spend more on heating their homes over 
winter.   

AGREE / DISAGREE 

36 Agree that the WEP is also not taken into account when calculating Special Benefit 
entitlements. 

AGREE / DISAGREE   
37 Agree that the WEP is not included in the definition of income for hardship assistance. 

This is consistent with other forms of supplementary assistance and the treatment of 
WEP for TAS calculations.  

AGREE / DISAGREE 

Income Related Rents 

38 Agree to exclude the Winter Energy Payment as income for the purposes of Income 
Related Rent, consistent with the current treatment of other supplementary assistance. 

AGREE / DISAGREE 

Commencement date and initial stand-down 

39 Agree to align the commencement date for WEP to be the later of: 

39.1 the commencement date of main benefit, or 

39.2 after 1 May (or after 1 July in 2018).  

AGREE / DISAGREE 

Overpayments and debt 

40 Agree that overpayments of the WEP can be established as debt because there are no 
precedents for excluding a payment from being recovered as debt. 

AGREE / DISAGREE 

Reviews and appeals 

41 Note that any decision in relation to the WEP will reviewable under the Act.  

AGREE / DISAGREE 

Sanctions 

42 Agree that WEP is included in the current sanction regime to maintain consistency 
with the treatment of AS and TAS and for administrative efficiency.  

AGREE / DISAGREE 
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43 Note that any this decision could be revisited through any future work on the 
sanctions regime.  

Money Management  

44 Note money management only applies to those on a Youth Payment  

45 Agree that WEP is to be redirected to meet the young person’s energy costs, as the 
intent of money management is to ensure the young person’s basic living costs are 
managed. 

AGREE / DISAGREE 

Continuing a payment after a client has died 

46 Agree that WEP is included in the calculation of the Terminal Benefit. 

AGREE / DISAGREE 

Hospitalisation 

47 Agree that if a client has been hospitalised for 13 weeks, MSD staff will review WEP to 
assess whether it is appropriate to continue payment. 

AGREE / DISAGREE 

Deduction of overseas pension 

48 Agree that WEP is included in the benefits that can be deducted by an overseas 
pension on the basis that a New Zealand benefit is defined broadly to include 
supplementary assistance, for example AS. 

AGREE / DISAGREE 
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53 

The Treaty of Waitangi – Te Tiriti o Waitangi 

54 Note that data obtained from Statistics New Zealand confirms that Māori are 
disproportionately represented in the cohort of those on low incomes but who are not 
receiving a benefit, and therefore will not be eligible to receive the WEP.  Officials ask 
that you note this.  

Potential unintended consequences of the Winter Energy Payment 

55 Note that there are some policy and reputational risks associated with the WEP, these 
include: 

55.1 perceived loss of income when the payments stop at the end of winter, 

55.2 the ‘cliff-edge’ effect from the sudden withdrawal of WEP when someone 
moves off benefit, and 

55.3 possible impact on electricity retailer behaviour.  

Clients being ineligible for the WEP if they leave benefit 
56 Note that the there is a ‘cliff-edge’ effect from the sudden withdrawal of WEP when 

someone moves off benefit, creating a disincentive to work 

57 Note that the option increasing the Minimum Family Tax Credit to mitigate these 
disincentives for families with children is discussed in the Joint Report: Families 
Package – Consequential impacts [T2017/2496 refers].  

58 Note that the Treasury consider there are further options to mitigate these 
disincentives including (a) abating WEP after the main benefit has been fully abated; 
(b) allowing recipients to keep WEP until the end of winter if they have transitioned 
into work;  

59 Note that these options have fiscal costs and will introduce administrative cost and 
complexity.  

60 Note that MSD considers that the options proposed are unlikely to successfully resolve 
the cliff-edge issue and it will be very difficult to provide a robust analysis of the 
implications in the timeframes required for the Families Package 100 day legislation 

61 Agree, either that: 

The Treasury recommendation: 

61.1 officials provide further advice now on mitigation options to be included as part 
of the Families Package 100 day legislation, to take effect from May 2019 

AGREE/DISAGREE 

OR 

 

 Ministry of Social Development recommendation: 

61.2 officials will consider the work disincentives of WEP as part of a broader review 
of the tax and transfer system 

AGREE/DISAGREE 
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Financial Implications 

62 Note the direct fiscal costs of the payment are set out in in table 1.  

Direct fiscal costs associated with the Winter Energy Payment 

2017/183 2018/19 2019/20 2020/21 2021/22 Outyears 
Five Year 

Total 
$185.774  $470.911  $484.440 $501.875 $523.292 $523.292  $2,166.292 

The assumptions for these costings are set out at Appendix 1.   

63 Note that officials will provide comprehensive operational costs following Ministerial 
decisions on detailed design. 

64 Note a new benefit or related expenses (BORE) appropriation needs to be established 
in Vote Social Development to fund the WEP which will be sought through Cabinet. 

Commencement date for the Winter Energy Payment in 2018 

65 Note that the Winter Energy Payment was initially announced as part of the Families 
Package to be implemented from 1 July 2018. 

66 Note that implementing the WEP from 1 May 2018 is estimated to cost an extra 
$185.774 million (direct fiscal costs of the payment only) in the 2017/18 financial 
year. 

67 Note that implementation of the WEP from 1 May 2018 will have significant impacts 
and risks for service delivery, high administrative costs and it is not the option officials 
recommend. 

68 Agree the WEP will commence from 1 July 2018. 

AGREE / DISAGREE 
 

 

 

Kristie Carter    Simon MacPherson     Jen Ritchie-Campbell 
Manager, Welfare and   DCE Policy      DCE – Policy, Evidence 
Oranga Tamariki   Ministry of Social     and Investment 
The Treasury   Development     Ministry for Vulnerable 
          Children Oranga Tamariki              
   
      
 
 
 
 
Hon Grant Robertson  
Minister of Finance  
  

                                           

 

3 Note that this is expense will only be incurred if Ministers seek to implement from 1 May 2018 



 

 Winter Energy Payment 10 

The Winter Energy Payment is part of a response to the difficulties 
older New Zealanders and those on low incomes face in paying for 
heating and the consequential health impacts 

 The Winter Energy Payment (WEP) was included as part of the Families Package in 
the Labour Party’s election manifesto.  WEP was described as being a payment of 
$450 a year for a single person and $700 a year for a couple or a person with 
dependent children for people receiving superannuation or a main benefit. The 
manifesto sets out that WEP is to be paid in monthly instalments from May to 
September.  

 The WEP is part of a two-pronged response to the approximately 1,600 New 
Zealanders who die each year and the thousands of New Zealanders who are 
admitted to hospital with respiratory illnesses brought on by living in houses that are 
too cold. The election manifesto notes that some older New Zealanders and those on 
low incomes are most at-risk because of the poor quality of their housing and the 
difficulty they have in paying for heating.   

You have already made high-level decision on eligibility to the Winter Energy 
Payment and the legislative vehicle to give authority for the payment4 

 The WEP will support those in receipt of a main benefit, New Zealand Superannuation 
or a Veterans Pension to heat their homes in winter by increasing the amount of 
money available over the winter months.  Authority for this payment will achieved 
through amendment to the Social Security Act 1964 (The Act).   

Detailed design of the Winter Energy Payment 

Officials recommend that, where possible, the Winter Energy Payment be treated 
consistently with other forms of supplementary assistance already in the social 
welfare system  

 As the WEP will fit within the Act, officials recommend the WEP is treated consistently 
with other forms of assistance available under the Act, provided that taking such an 
approach would is consistent with the purpose of the WEP. Over 1 million people will 
be eligible for the WEP, which will mean it will be the supplementary assistance with 
the largest eligible population in the benefit system5 and should be designed to fit 
within the existing systems and processes.  

 Officials recommend that the AS and TAS are used as the starting point for 
developing the detailed design of the WEP as they are generally treated in a 
consistent way.  In our analysis of whether the WEP should follow the rules 
associated with the AS and TAS we have kept the purpose of the WEP at the centre of 
our recommendations, to ensure the policy objectives of WEP will be met.  

 Disability Allowance is generally treated differently to other forms of supplementary 
assistance, due to the fact that disability allowance is paid to meet or reimburse 
actual costs associated with managing a health condition or disability. Treating 
Disability Allowance in this way requires a large amount of manual processing and 
officials do not recommend you replicate that amount of manual processing for a 
payment more than 1 million people will be eligible for.  

                                           

 

4 Joint Report “Families Package: Key design issues” of 3 November T2017/2415 
5 To 31 October 2017 approximately: 

285,000 clients receive the AS 

233,000 clients receive the Disability Allowance 

66,000 clients receive TAS 
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 The following sections of the report provide advice on the detailed design of the WEP 
and make recommendations for each design component.   

Who should be eligible to receive the Winter Energy Payment 
 You have decided6 that eligibility to the WEP would be limited to those who receive: 

18.1 main benefits (as defined under section 3(1) of the Act),  

18.2 Veteran’s pension, and 

18.3 New Zealand Superannuation. 

Defining eligibility in this way means that standard requirements relating to 
citizenship/residency status and being ordinarily resident will be met.   

Sole Parent Students 

 You requested advice on extending eligibility to the WEP to sole parent students to 
ensure that the benefit system is not more financially generous than the student 
system for sole parents.  However, the proposed $50 per week increases to student 
allowance (and student loan living costs)7 mean that students will be able to access 
higher income support through the student support system than through the benefit 
system (even with the WEP taken into account).   

 Therefore, officials do not recommend extending the WEP to students, including sole 
parent students. 

Must be in New Zealand over winter 

 The purpose of the WEP is to support beneficiaries, superannuitants and veterans to 
meet their winter heating costs. Therefore, officials propose that eligibility be limited 
to those who are in New Zealand over winter in order to receive the payment.  

 Those in receipt of main benefits have a duty to advise Work and Income of any 
travel plans before they leave New Zealand and unless their travel falls within one of 
the approved travel reasons their payments are stopped.    

 However, superannuitants and veterans are able to be absent from New Zealand for 
up to 26 weeks of the year and continue to receive their NZ Super or Veteran’s 
Pension payments.  If superannuitants are receiving supplementary assistance such 
as AS, Disability Allowance or TAS, these payments stop after the client has been 
absent from New Zealand for more than 28 days.    

 Therefore, officials recommend the WEP is treated consistently with the AS and TAS, 
which are currently stopped if a client leaves New Zealand for more than 28 days.  
The client must contact MSD on their return to New Zealand to get their payments 
re-started. 

 The MSD currently operationalizes the requirements to be in New Zealand through 
data-sharing agreements with NZ Customs which has a significant manual process 
associated with it8. However, we only currently need to monitor NZ Super/Veteran’s 
Pension clients who also receive supplementary assistance.  If the requirement was 

                                           

 

6 Joint Report “Families Package: Key design issues” of 3 November T2017/2415 
7 Ministry of Education Report 1089251 refers 

8 It is a manual process to stop the payment, and then a very manual process to re-start the 
payment when clients return to NZ.  Debts are also potentially created as a result of this policy. 
Clients need to call contact centres and make appointments at service centres to restart the 
supplementary assistance.  
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extended to include the WEP it would more than quadruple the number of clients that 
were subject to data matching with NZ Customs.   

 If you want the WEP to be limited to those who are in New Zealand over winter, it will 
have significant impacts on service delivery.   

 Officials seek your decision on whether not to require that superannuitants and 
veterans be in New Zealand in order to receive the WEP direction; or whether you 
want to receive further advice (including costings) in order to pursue eligibility being 
limited to those who are in New Zealand over the WEP eligibility period, which would 
make WEP eligibility consistent with how AS and TAS are treated.  

Residential care 

 Approximately 20,000 superannuitants in rest homes receive the Residential Care 
Subsidy (RCS), which means the cost of their care is covered by the state.  They are 
paid a small personal allowance. The balance of the client’s NZS/VP and any personal 
contribution is paid to the provider.     

 There are also approximately 10,000 superannuitants that pay for the cost of their 
rest home care out of their own asset base (up to the “maximum contribution” rate 
set by the Ministry of Health). This situation generally arises because they don’t meet 
the income and cash asset test for RCS. 

 Officials recommend clients who receive the RCS should be ineligible for the WEP 
because the state is already meeting the cost of their care (including heating 
costs).  However, officials recommend those who are in residential care but are 
paying for the cost of their residential care should continue to be eligible for the WEP.  

Residential Support Subsidy 

 The Residential Support Subsidy are payments made by Ministry of Health for people 
with physical, sensory, intellectual, psychiatric disabilities (including drug and alcohol 
rehabilitation) or disabling chronic health conditions who are receiving Residential 
Support Services.  Clients that receive the Residential Support Subsidy keep a small 
personal allowance but the remaining amount of their benefit must be used as a 
contribution to their care.   

 Officials recommend clients who receive the Residential Support Subsidy should be 
ineligible for the WEP because the state is already meeting the cost of their care 
(including heating costs). 

What can those who are eligible for WEP get? 
 The WEP has been announced as having two rates which will be paid in instalments. 

The payments were described as being a total of: 

33.1 $450 for single people or those with no dependant children; or  

33.2 $700 for couples or those with dependant children   

during the period of entitlement (being 22 weeks from 1 May).  

 It is important to note that due to the way the single rate is defined, it would be 
possible that multiple single people within the same household may be able to access 
the WEP.  

 In order to implement this payment, officials require decisions on:  

35.1 how to define the period of entitlement; 

35.2 the appropriate definition of dependant child; and  

35.3 the definition of couple  

Period of entitlement  

 To mirror other parts of the benefit system, we recommend the period of entitlement 
is defined as being 22 weeks from 1 May as it will align with existing system settings 
where entitlement is based on a weekly rate.  Note that if the WEP commences from 
1 July 2018, the period of entitlement will be only be 13 weeks in 2018. 
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 This will mean the single rate will be $20.45 per week; and the couple/dependant 
children rate will be $31.81 per week which will available for up to 22 weeks [from 
May to September].  This per week entitlement will then be broken down into a daily 
rate (or sevenths), which can be applied according to individual circumstance.  
Calculating entitlement in this way enables a consistent response to changes in 
circumstances (e.g. a relationship break-down or if an individual comes onto benefit 
mid-way through the winter period and half way through a month).  

 Officials recommend the entitlement period be defined as 22 weeks from 1 May, and 
calculate the instalments on this basis and make this clear in the legislative 
provisions.  

Definition of dependent child 

 Dependent child is defined in section 3(1) of the Act9, and is supported by section 
70B of the Act in cases of shared care.  Officials recommend the definition of 
dependant child in the Act is the starting point for determining who has a dependant 
child and, therefore, qualifies for the higher rate of the WEP.   

 However, the current definition of dependent child in the Act excludes those children 
whose carers receive an Orphan’s Benefit (OB) or Unsupported Child’s Benefit (UCB) 
for the purposes of calculating rates of entitlement.  Officials consider it would be 
consistent with the purpose of the WEP policy to enable these children (whose carers 
receive OB/UCB for) to be treated as dependent children.  

 This would not mean that all recipients of OB/UCB would be eligible for the WEP, but 
rather that, if the carers of the OB/UCB children themselves are eligible for the WEP 
the rate of payment will take those OB/UCB children into account.  

 To ensure consistent treatment of OB/UCB and children in the custody or care of the 
Chief Executive whose caregivers are in receipt of the Foster Care Allowance (FCA), 
officials recommend caregivers in receipt of the FCA are able to have children (in 
respect of whom a FCA is paid) treated as dependant children for the purposes of 
calculating the rate of entitlement. 

 As OB/UCB is paid by MSD, MSD can automatically identify these children being in 
the care of the adult.  However, as FCA is paid by Oranga Tamariki MSD does not 
have accurate information on who has the care of these children.  

                                           

 

9 3(1)dependent child, in relation to any person,— 

(a)means a child— 

(i)whose care is primarily the responsibility of the person; and 

(ii)who is being maintained as a member of that person’s family; and 

(iii)who is financially dependent on that person: 

(b)does not include a child in respect of whom payments are being made under section 363 of 
the Oranga Tamariki Act 1989: 

(c)despite paragraph (b), includes a child or a young person (as defined in section 2(1) of 
the Oranga Tamariki Act 1989)— 

(i)of whom the person is a parent within the meaning of that Act; and 

(ii)to whom section 361 of that Act applies; and 

(iii)who, under section 362 of that Act, is placed in the charge of the person: 

(d)for the purposes only of Schedules 3, 3A, 6, 9, 16, 17, 18, and 26, does not include a child in 
respect of whom an orphan’s benefit or an unsupported child’s benefit is being paid: 

(e)does not include a child in respect of whom a young parent payment is being paid except in 
relation to that child’s parent or step-parent. 
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 The Ministry will ensure that clients understand that OB/UCB and FCA clients can be 
treated as dependent children for the purposes of the calculating the WEP rate of 
entitlement. However, for the clients receiving FCA, they will need to notify us of this 
in order for these children to be taken into account10, our communication strategy will 
be designed the ensure component is included.    

Definition of relationship will follow the same rules as AS 

  For the purposes of assessing benefit entitlement, MSD recognises three types of 
relationship: 

45.1 Marriage - is a legally recognised union between two people  

45.2 Civil Union - is a legally recognised union equivalent to marriage that 
provides couples with rights, benefits, and responsibilities equal to those 
enjoyed by married couples 

45.3 De facto relationship - a de facto relationship exists where two people 
live together as if they were married but they have not been legally 
married or entered a civil union. 

 Section 83 of the Act provides that, where a beneficiary has a spouse or partner, 
benefits are generally apportioned 50:50 between partners. The provision also 
provides discretion for benefits not to be apportioned.  

 The definition of spouse or partner and the treatment of apportionment applies to 
both main benefits and supplementary assistance. 

 Officials recommend: 

48.1 using the current definition of spouse or partner for determining who 
qualifies for the higher rate of WEP, and  

48.2 applying the current approach for apportioning payments between 
partners to WEP. 

How can those eligible for the WEP access it? 
 Officials need you to consider how people will receive their WEP, specifically: 

49.1 Will people need to apply; and 

49.2 How will the WEP be paid  

Will clients need to apply for the WEP? 

 The policy announcement on the WEP suggested that beneficiaries would 
automatically receive the WEP, but that NZ Super clients would have to apply. Given 
the eligibility criteria is primarily related to being in  receipt of NZ Super, Veteran’s 
Pension or a main benefit, MSD holds enough information to establish eligibility for 
the WEP.   

 MSD works hard to establish policies and practices which support the granting of all 
financial assistance people are eligible to receive.  This is supported by section 
11D(4) of the Act which requires that an application for one form of assistance should 
be treated as an application for any assistance an individual may be eligible for. 

rFu thermore, it 
would undermine the efforts to improve the culture of Work and Income by ensuring 
the client is at the centre of our operations.  

                                           

 

10 A similar process will likely need to be run in respect of superannuitants who have dependant 
children as the presence of children does not impact o NZ Super rates.  

[2,3]
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 Finally, requiring over 800,000 NZ Super clients to apply for the WEP would place a 
significant burden on front-line staff and would significantly increase the operational 
cost of delivering the WEP every year.  

 If you decide that NZ Super and Veteran’s Pension clients need to apply for the WEP 
it is likely to increase both the up-front and on-going costs of implementing this 
payment and underutilisation of the payment. 

 Preliminary analysis suggests that: 

54.1 the up-front IT costs of auto-granting the WEP to NZ Super clients would 
be around $1.7m, compared to $2.3m of IT costs for these recipients 
applying for WEP 

54.2 The on-going costs of auto-granting the WEP are still being confirmed 
(and will be particularly sensitive to the approach taken to overseas 
travel for NZ Super  and Veteran’s Pension recipients), but the on-going 
costs of NZ Super and Veteran’s Pension recipients applying are 
expected to be around $12 million per year, on top of any other 
operational costs associated with the approach to overseas travel (and 
any others TBC) 

 If the purpose of the proposal to require NZ Super clients to apply was an attempt to 
limit uptake of the WEP by NZ Super clients to only those who actively seek to 
receive the assistance, there are other ways of achieving this objective without 
jeopardising MSD’s core principles.  This may be achieved through making it possible 
for clients to “opt-out” of receiving the payment and notifying them of this option.  

 Officials recommend that all clients who we know are eligible to receive the WEP are 
paid the WEP automatically, but that it is made easy for clients to opt-out of receiving 
the WEP.   

How will the WEP be paid 

 Your policy announcement suggested that the WEP would be paid in monthly 
instalments. However officials consider the effectiveness of the policy would be 
unaffected by whether the WEP is provided through weekly, fortnightly or monthly 
instalments and have identified some risks with monthly instalments.   

 Energy companies have slightly different due dates for their bills (or, if firewood or 
gas bottles are being used for heating, energy bills are less relevant).  It would be 
impossible for the Ministry to match WEP payment dates to the dates that energy 
bills were due. Therefore, the potential benefits of paying the WEP on a monthly basis 
appear to be limited. 

 Clients are currently paid on a weekly (main benefits) or a fortnightly (NZ Super) 
basis, and clients are used to receiving payments in this way. Officials consider that 
clients are the best people to manage their money, and adding in an extra monthly 
payment, which would come at a different point in the pay cycle every month, would 
likely make it more difficult for clients to manage their money.  

 The Ministry’s payment systems are set up to provide weekly and fortnightly 
payments. MSD does not currently have a robust way to make monthly payments at 
the levels needed for this grant. Therefore, in order for the WEP to be paid monthly 
MSD would likely need to process these payments as an ad hoc payment.  Ad hoc 
payments have reduced auditability, are more difficult to review and they make 
financial reporting more cumbersome.    

 Paying the WEP on a monthly basis would also significantly increase IT and 
administrative costs. 

 Officials recommend the WEP is paid at the same time as current payments of main 
benefits, NZ Super and Veteran’s Pension (being on a weekly and fortnightly basis).  
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To ensure the WEP meets its policy rationale, there are technical matters you 
need to consider 
63 The WEP will be a form of supplementary assistance and will interact with a range of 

other settings in the benefit system. Therefore the interactions should generally be 
the same as other supplementary assistance. As discussed at paragraph 18, officials 
have identified AS and TAS as the most similar forms of supplementary assistance. 

Non-taxable 

64 Under Section CW 33 of the Income Tax Act 2007, a monetary benefit under the 
Social Security Act 1964, except an income-tested benefit, is exempted from being 
income. Income-tested benefits refer to the main benefits under the Act. This means 
that supplementary assistance is non-taxable.  

65 Officials recommend that, consistent with the current income tax legislation, WEP be 
non-taxable. Inland Revenue have been consulted and are supportive of this 
approach. 

Indexation 

 Currently, many payments in the social welfare system are increased annually by the 
percentage increase in the Consumers Price Index (CPI) to ensure that they maintain 
their real value over time. This indexation to increases in prices is managed through 
a process called the Annual General Adjustment (AGA), and occurs on 1 April every 
year. Officials recommend indexing WEP to increases in the CPI annually, through the 
AGA process, to ensure that the payment maintains its relative value over time. The 
cost of indexing WEP is shown in the table below. 

Table 1: Net expenditure  ($m) 

  2017/18 2018/19 2019/20 2020/21 2021/22 Outyears 
Five Year 

Total 

Cost of indexing the WEP -  $2.820 $10.776 $20.327 $30.955  $30.955 $64.878 

Note that costs are low for 2018/19 as only approximately two months of the spend that year will be affected by the 
indexation   

 

Income for the purposes of hardship assistance 

67 MSD provides hardship assistance for people currently experiencing hardship, 
including TAS, Special Needs Grants (SNG), and Advance Payments of Benefit 
(advances). These payments are considered supplementary assistance. 

68 The purpose of TAS is to provide temporary financial assistance to alleviate financial 
hardship of people whose essential costs cannot be met from their income and other 
resources. It is paid up to a limit of 13 weeks, after which a client must reapply for 
TAS. People seeking or granted TAS are required to take reasonable steps to reduce 
their costs or increase their chargeable income. 

69 TAS is a rules-based system with limited discretion. MSD staff must calculate the 
client’s “allowable costs”, chargeable income, and then apply a calculation to 
determine how much TAS the client can receive. The definition of allowance costs and 
chargeable income is set out in regulations, with no discretion to include other costs 
or income. 

70 Officials consider that the payment should not be treated as income for calculating 
TAS entitlement. This is because WEP and TAS have fundamentally different starting 
points: TAS is only provided to those who have taken all reasonable steps to reduce 
costs while WEP is being provided to encourage clients to spend more on heating 
their homes over winter.   

71 Given these fundamentally opposing objectives, officials recommend that WEP should 
not be taken into account for calculating TAS entitlements.   
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72 Special Benefit is the supplementary assistance which preceded the introduction of 
TAS, but some clients are still being grandparented. Officials recommend WEP is also 
not taken into account when calculating Special Benefit entitlements   

73 Other hardship grants are one-off, including SNGs and advances. These payments 
are subject to an income test. The definition of income excludes benefit payments. 

74 Officials recommend that the WEP is not included in the definition of income for 
hardship assistance. This is consistent with other forms of supplementary assistance 
and the proposed treatment of WEP for TAS calculations.  

Income Related Rents 

75 A decision by Ministers is also required on the assessable income treatment of WEP 
for the purposes of Income Related Rent (IRR). Currently most other non-taxable 
supplementary assistance is excluded from the definition of assessable income, such 
as AS, Disability Allowance and TAS. Officials recommend excluding WEP as income 
for the purposes of IRR as it would make it consistent with the treatment of other 
supplementary assistance. 

 In order to exclude it, an Order in Council is required to amend the Housing 
Restructuring and Tenancy Matters Act 1992 to specify the income treatment of WEP 
payment for the purposes of IRR. 

Commencement date and initial stand-down 

77 A “stand-down” is the term used to identify the period between the date someone 
becomes eligible for benefit11 and the date payment of the benefit actually 
commences. All applicants for benefit are subject to a stand-down for one or two 
weeks depending on their previous income, unless they qualify for a waiver to the 
stand-down. Payment of benefit commences the day after the stand-down finishes 
(the commencement date).  

78 Clients do not receive supplementary assistance during a stand-down. If a client 
applies for AS or TAS during the stand-down, the commencement date is the same as 
for the main benefit. 

79 Where a client applies for TAS whilst receiving a benefit, the commencement date for 
TAS is the day of the application. The commencement date for AS is the later of: 

• the day of application, or 

• the day costs begin 

80 Officials recommend aligning the commencement date for WEP to be the later of: 

• the commencement date of main benefit, or 

• the first benefit payment period in June 2018 (or May for subsequent years). 

81 Aligning the commencement date with the main benefit aligns with AS and TAS. 
Including the 1st of May ensures that clients currently receiving a main benefit are 
eligible from the first possible date.  

Overpayments and debt 

82 It is possible an overpayment could be created by the WEP, which may be a debt that 
a client has to repay. For example, this could occur where a client’s circumstances 
change and they do not inform MSD. Under Section 80A of the Social Security Act 
1964, clients are obliged to inform MSD of change of circumstances affecting 
entitlement to benefit and under section 81, MSD may review entitlement to benefits 
at any time. Operationally where a change in circumstances occurs that increases the 

                                           

 

11 The entitlement date is generally the date of the event that led the client to apply for a main 
benefit, e.g. the day after employment ceased, the date of arrival in NZ, or the date of release 
from prison.  
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client’s entitlement e.g. receiving WEP at a single rate and a dependent child comes 
into care, WEP will be increased to the higher rate from the date the change in 
circumstance occurs.   

83 However, where the change in circumstance causes assistance to reduce, suspend or 
cancel and the client advises us within a reasonable time (operationally this is 14 
days) we will reduce or stop the rate of payment (so as to stop unnecessary debt) 
from the first available date.  If they advise us outside of this reasonable period, we 
will reduce or stop the rate of payment from when the change in circumstance 
occurs.   

84 Before establishing a debt, MSD staff must check the possible debt against the 
criteria of Section 86(9A) of the Social Security Act 1964. This includes considering 
whether the debt was caused wholly or partly by MSD error, whether the client: 
intentionally contributed to the error, received the money in good faith, if it changed 
their position, and if it would be inequitable to recover the debt. 

85 There are no precedents for excluding a payment from being recovered as debt. 
Officials therefore recommend that overpayments of WEP can be established as debt.  

Reviews and appeals 

86 The Social Security Act 1964 provides applicants the right of review when MSD 
makes a decision about a benefit (including New Zealand Superannuation, Veteran’s 
Pension or a payment under a welfare programme). MSD considers a review based 
on WEP as unlikely, as the decision to grant is automatic, based on simple eligibility 
criteria, and is in the client’s favour. However a client may seek a review, and 
officials anticipate this will most likely arise in relation to the rate of the WEP 
payment. There are no precedents for excluding the grant of a payment from being 
reviewable.  

87 Officials recommend that the decision to grant WEP will be reviewable. This will mean 
clients will need to be notified when the WEP is stopped, started or rate of payment 
changes.  

Sanctions 

88 Clients can be sanctioned for failure to comply with obligations. Officials note that the 
Minister for Social Development has previously indicated an interest in removing 
excessive sanctions.  

89 The current sanctions regime provides three grades of sanctions, which differ 
depending on whether a client is in a relationship and/or has dependent children. 
Grade one is the first level of sanction with the lowest financial impact, with grade 
three having the most impact. Grade one is generally a 50 percent reduction of a 
main benefit, with no effect on supplementary assistance. Grade three is generally a 
cancellation of all assistance for clients without children, with a 50 percent reduction 
in assistance for clients with children. For those in a relationship, the sanction only 
applies to the partner who does not meet their obligations.  

90 A person’s supplementary assistance can be affected if they are single with no 
dependent children or in a relationship (with or without dependent children12). A sole 
parent’s supplementary assistance is not affected by a sanction.  Supplementary 
assistance is only affected on a grade two and three sanction. Supplementary 
assistance is generally suspended or cancelled when a main benefit is suspended or 
cancelled. 

91 Eligibility for WEP is linked to being in receipt of a main benefit. If a client has their 
main benefit suspended or cancelled due to a sanction, they will be ineligible for WEP. 

                                           

 

12 If a client is in a relationship and has a dependent child, only 50 percent of their total main and 
supplementary benefit can be sanctioned.  
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This means that, in most cases, a client receiving a sanction that affects 
supplementary assistance must have WEP suspended or cancelled.  

92 The exception to this rule is for clients in a relationship with a dependent child. For a 
grade two and three sanction, they continue to receive 50 percent of the main benefit 
and 50 percent of their supplementary assistance.  

93 If WEP were to be excluded from being sanctioned for this group, new functionality 
would need to be built into the IT system. This would increase the implementation 
cost of WEP and require additional time to design the appropriate functionality. This 
functionality may then become obsolete depending on the decisions made in the 
overhaul of the benefit system. 

94 Officials recommend that WEP is included in the current sanction regime. Noting that 
it could be included in any future work on the sanctions regime.  

Money Management 

95 Money management is where a young person being paid a Youth Payment receives 
an in-hand allowance of up to $50 a week (as at 1 April 2017), with most of their 
payment being redirected to pay for their everyday living costs and any lawful debts. 

96 The Youth Payment and any supplementary assistance (except Disability Allowance13) 
is paid via: 

• in-hand allowance which is paid directly to the young person's bank account ($50) 

• payment directly to supplier (e.g. a payee redirection for accommodation costs, 
utility costs and lawful debts)  

• payment card - the young person is able to purchase food and groceries from 
approved suppliers  

o food or grocery supplies (suppliers need to be on our list for a client to 
purchase their goods) 

o essential costs 

97 There are several exemptions to Money Management for young people.14  

 Officials recommend that the WEP be redirected to meet the young person’s energy 
costs, as the intent of money management is to ensure the young person’s basic 
living costs are managed. Any money left over will be loaded onto the young person’s 
payment card.  

Deduction of overseas pension 

99 When a client is eligible to receive or is receiving any overseas benefit or pension the 
gross amount is generally directly deducted from their New Zealand benefit. The 
overseas benefit or pension is deducted from: 

                                           

 

13 Disability Allowance is paid direct to the young person's bank account. 
14 A young person is not subject to Money Management if they have: 

• demonstrated continued compliance with their obligations and been assessed as being 
financially competent or 

• opted out of money management because they have turned 18 years and have chosen to 
stay on Youth Payment and complete their course of study, training or work-based learning. 

• has chosen to stay on YP or YPP past their 18th or 19th birthday to continue their studies 
until the end of the year, unless they receive a sanction, or 

• is a young partner of a main beneficiary (these will be managed at the service centre, for 
those who opt in to redirections) 

• is in residential care and receiving Residential Care Subsidy. 
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• the gross rate of New Zealand Superannuation or Veteran’s Pension and 

• the net rate of any other New Zealand benefit  

• when an overseas pension is considered to be in the nature of a Disability 
Allowance, it will be directly deducted from any New Zealand Disability Allowance 
but not any other New Zealand benefit. 

100 New Zealand benefit is defined broadly to include supplementary assistance, for 
example AS. Officials therefore recommend that WEP is included in the benefits that 
can be deducted by an overseas pension. 

Continuing a payment after a client has died 

101 Terminal benefit is payable for four weeks when a deceased client leaves a surviving 
spouse, partner and/or children following the death of the client. 

102 Where the benefit is being paid to a couple, both the deceased client's and the 
surviving partner's portion of the benefit should be paid. Payment is the total benefit 
including any supplementary assistance. 

103 Officials recommend that WEP is included in the calculation of the Terminal Benefit. 

Hospitalisation 

104 When a client is admitted to hospital, their main benefit and supplementary 
assistance is continued for 13 weeks. After 13 weeks, the rate of payment for a main 
benefit is reduced to $43.93. Supplementary assistance is reviewed by MSD staff. 
MSD staff must consider whether the client still has costs to meet regarding the 
purpose of the payment, for example if they have continuing accommodation costs 
for AS. The hospital rate of payment does not apply if the client has a dependent 
child or children. 

105 Officials recommend that if a client has been hospitalised for 13 weeks, MSD staff 
should review WEP to assess whether it is appropriate to continue payment. 

Legal analysis of the recommended detailed design of WEP 
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 Data provided by Statistics New Zealand confirms that Maori are disproportionately 
represented in the cohort of those on low incomes but who are not receiving a 
benefit, and therefore will not be eligible to receive the WEP.  Officials ask that you 
note this.  

Possible unintended consequences of the WEP 
 There are some policy and reputational risks associate with the WEP, these include: 

113.1 perceived loss of income, 

113.2 clients being ineligible for the WEP if they stop receiving a main 
benefit, and 

113.3 possible impact on electricity retailer behaviour.  

There is a risk people perceive the stopping of WEP as a reduction in their income 
 Officials consider there is a real risk that people may become accustomed to receiving 
the additional payment through WEP and may perceive the stopping of the WEP as a 
reduction in their income.  This risk is particularly high for clients who “smooth” their 
electricity bills out over the course of the year15 (frontline often suggest this or 
automatic payments to clients as a way to manage these expenses).  

 Officials consider there are things it could do to support clients with their transition 
on and off the WEP, particularly around communications and budgeting advice. MSD 
will ensure clients understand the purpose and duration of the payment and may also 
provide some advice on how to utilise the payment and not become reliant on it (e.g. 
increase automatic payments to electricity companies during this period or arrange 
set aside the payment to meet the costs of firewood).   

 It will also be critical clients are aware of when the WEP will stop and how much their 
weekly/fortnightly payments will be at the end of the WEP period. Through the 
development of the WEP communications strategy over the coming months, officials 
will ensure correspondence is designed with this risk around perceived loss of income 
in mind and with the client at the centre.  

 Officials do not consider that increasing payments to being monthly or four-weekly 
would have a significant impact on this risk, but would likely reduce the likelihood the 
money would be used for its intended purpose. 

                                           

 

15 meaning that clients pay an average bill throughout the year rather than being exposed to the 
high bills in winter. 
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 Officials also recommend monitoring uptake of hardship grants in October and early 
November, to assess whether there are any significant changes to the number of 
grants made over the same period historically.  

The impact of the Winter Energy Payment on work incentives 
 The restriction of eligibility of the WEP to beneficiary recipients means that there will 
be a sudden loss of the WEP when a person exits a benefit. This will sometimes be 
offset by the In-Work Tax Credit (or Minimum Family Tax Credit (MFTC)) that a 
person becomes eligible for when moving off a benefit. Nonetheless, the sudden 
withdrawal of the WEP creates a further disincentive to work in the context of a tax-
transfer system with already high Effective Marginal Tax Rates when people are 
moving off benefits.  

 The following illustrative scenarios demonstrate the impact of someone moving off a 
benefit16:  

120.1 A single, childless Jobseeker Support recipient going from working 23 
(receiving an abated benefit) to 24 working hours a week (no longer 
eligible for an abated benefit) during winter is currently $8 per week 
better off. With the introduction of WEP, they will be $13 worse off. 

120.2 A Sole Parent Support recipient with one child going from 19 
(receiving an abated benefit) to 20 hours of work a week is currently 
$54/week better off (due to assistance from MFTC and IWTC). With the 
introduction of WEP, they will only be $22 per week better off. 

 The Families Package Consequential Impacts [joint report REP/17/11/1079 refers] 
paper explains work disincentives in further detail, and the opportunity to partially 
mitigate these by increasing the MFTC. MFTC increases will assist families, but not 
childless JSS claimants who are ineligible for MFTC. 

 The Treasury recommend further work on other potential mitigation options which 
could also address cliff-edge work disincentives for those not eligible for MFTC. The 
WEP could be gradually abated after the main benefit has been fully abated. 
Claimants could also be allowed to keep the WEP until the end of winter if they 
transitioned into work, avoiding losses in the short term for someone moving into 
work. Both of these options have fiscal costs and add administrative cost and 
complexity. They could also add to the execution risk for the WEP, although this could 
be reduced by delaying the introduction of mitigation measures to May 2019. There is 
also a small risk of creating new perverse incentives – for example, going on benefit 
briefly in order to claim the WEP for the entire winter. Further advice could examine 
these trade-offs in more detail. 

 MSD consider that these options do not fundamentally solve the cliff-face (only delay 
it), would likely significantly increase the number of recipients, would likely create 
further inequities between those eligible for the WEP and low-income working people 
who are ineligible and could create perverse incentives to enter the benefit system 
for a short time in winter.  

 The options identified by the Treasury would also be administratively complex and 
likely expensive and would be very challenging to deliver by 1 July 2018. Provisions 
of this nature would also need to be reflected in primary legislation, so decisions on 
the detail of these options would need to be made by Friday, 17 November. There are 
also a large number of potential fish-hooks that are may not be able to be adequately 
considered in the urgent timeframes of the Families Package 100 day legislation.  

 MSD recommend that these issues are addressed as part of wider work on the tax 
and transfer system. 

                                           

 

16 Assuming a wage of $16.50/hr, and benefit and tax credit rates as currently planned for July 2018 
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May influence electricity companies’ behaviour 
 There have been some suggestions that this payment may influence the behaviour of 
electricity companies over winter. However, as the payment is being paid directly to 
clients (rather than direct to electricity companies) and the fact that the majority of 
New Zealanders will not be receiving this subsidy, we consider that there are no 
other steps MSD can take to mitigate this risk while continuing to provide the WEP17.  
Officials could discuss how the Electricity Authority might be able to assist in 
monitoring possible unintended consequences of the WEP.    

Monitoring of the possible impacts of the WEP 
 Officials will be able to compare the number of hardship grants for electricity 
purposes both before and after the establishment of the WEP.  This information may 
assist in future analysis requested the WEP.  

Financial Implications 
 We will provide you with comprehensive operational costings following receipt of your 
decisions on the detailed design of the WEP.   

 The direct fiscal costs of the payment are set out in in table 1.  

Table 2: Net expenditure  ($m) 

  2017/1818 2018/19 2019/20 2020/21 2021/22 Outyears 
Five Year 

Total 
Winter Energy Payment $185.774  $470.911 $484.440 $501.875 $523.292  $523.292 $2,166.292 
The assumptions for these costings are set out in Appendix 1.   

 

 A new benefit or related expenses (BORE) appropriation needs to be established in 
Vote Social Development to fund the WEP. Cabinet’s agreement to the new 
appropriation will be sought through the Families Package Cabinet paper in late 
November 2017. As BORE appropriations are forecasted and demand driven, new 
funding won’t need to be sought when tlawrehere are changes in demand for WEP. 
However, if there are amendments to the policy around WEP (such as extending 
eligibility or increasing payment rates), which will impact the appropriation, new 
funding will need to be sought through Cabinet.  

Commencement date for the WEP in 2018 
 At your meeting with officials on 6 November 2018, you requested information on the 
additional cost of implementing the WEP from May 2018.  Implementing the WEP 
from 1 May 2018, instead of 1 July 2018, would cost an extra $185.774m in 
programme costs.   

 However, officials do not consider it feasible to implement the WEP from 1 May 2018 
because: 

132.1 we do not expect to have settled functionality requirements for the 
WEP agreed before the end of November 2017, and  

132.2 there is a high degree of complexity of the functionality required to 
deliver this payment (as evidenced by the number of decisions you are 
making on the detailed design of the WEP).   

                                           

 

17 The Ministry funds medical alarms through Disability Allowance, and we historically to paid this 
direct to clients, but the costs of the medical alarms increased when Disability Allowance rates 
increased.  Therefore, officials are not certain of how effective paying direct to clients is at 
counteracting potential provider behaviour.   

18 Note that this is expense will only be incurred if Ministers seek to implement from 1 May 2018 
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 Furthermore, more than 1 million people will be eligible for the WEP, therefore it is 
critical payment systems have time to go through robust testing to ensure the 
required functionality in the payment system is achieved in advance of going live. 

 The interim IT solution would have reduced functionality in order to meet a 1 May 
2018 deadline and would be in place for one year. This would cause significant 
operational costs and create reliance on manual actions by staff whenever a change 
in circumstances was identified that alters clients’ rate of payment. It would also 
introduce a significant risk of client payments being incorrect.  

 Despite the complexities associated with the WEP, and significant development we 
will need to do to enable the WEP to be paid, officials are confident they will be able 
to implement the WEP from 1 July 2018 and remain committed to meeting this date. 

Next steps 
 Officials will provide updated administrative and fiscal costs, based on the decisions 
you make on this report, through the Families Package – Final Report, scheduled for 
submission on 17 November 2017.  The Families Package – Final Report will provide 
the basis for the Cabinet paper on the Families Package, including the Winter Energy 
Payment. 
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