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Report 
Date: 30 November 2017 Security Level:  

To: Hon Grant Robertson, Minister of Finance 

Hon Carmel Sepuloni, Minister for Social Development 

Families Package — Winter Energy Payment: Opt-out 
options 

Purpose of the report 
1 This report provides advice you requested on the feasibility of clients being able to 

permanently opt-out of receiving the Winter Energy Payment (WEP), and presents 
options to achieve the policy objectives associated with a permanent opt-out.  

Executive summary 
2 Cabinet made decisions on the Families Package, including the WEP, on 27 November 

2017 [CAB-17-MIN-0516 refers] and agreed that each year, clients would be given 
the option to opt-out of receiving the WEP if they do not wish to receive it, and that 
Joint Ministers would do further work on options to permanently opt-out of the WEP. 

3 Officials do not recommend a permanent opt-out (i.e. a decision made once not to 
receive the WEP that cannot be reversed). This is because of the duration that clients 
are potentially eligible for the payment and the likelihood that clients’ circumstances 
will change over time. Officials consider this will create an anomaly with one of the 
purposes of the Social Security Act 19641 due to clients being prevented from 
accessing financial support in the future despite a change in their circumstances. 

4 However, officials consider an indefinite opt-out option (i.e. they stop receiving the 
payment until the individual requests to receive it again) may meet the policy 
objective of a permanent opt-out (i.e. improved targeting), while enabling the 
welfare system to operate as intended. An indefinite opt-out option will enable people 
to make one decision to opt-out, while still being able access the WEP if their 
circumstances change in the future. 

5 The key risk associated with the recommended indefinite opt-out option is that clients 
may forget they have opted out of receiving the WEP and then their health or 
financial position deteriorates in the future.  This risk is particularly relevant for our 
NZ Super and Veteran’s Pension clients. However, officials consider this risk will be 
mitigated because, if circumstances change significantly, a client may seek to access 
other assistance from the Ministry of Social Development (MSD) (e.g. 
Accommodation Supplement, Disability Allowance, Special Needs Grant or other 
hardship assistance) which will provide an opportunity to raise activation of the WEP 
with them. 

                                           

 

1 The welfare system's purpose, described in section 1A(b) of the Social Security Act 1964, is: “to enable in 
certain circumstances the provision of financial support to help alleviate hardship”. 
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6 It was initially proposed that clients be given the opportunity to opt-out annually (and 
their eligibility for the WEP would be reinstated at the beginning of each WEP 
payment period).  However, officials consider that requiring clients to opt-out 
annually (if they do not want to receive the WEP) may create an undue 
administrative burden for these clients and that may reduce the number of clients 
who choose to opt-out of receiving the WEP.  

7 Officials recommend enabling clients to indefinitely opt-out of receiving the WEP and 
that this be the only form of opt-out available. This will provide administrative clarity 
and will keep the opt-out option easy to understand (reducing the chance of mistakes 
being made in administering the opt-out). 

8 As MSD is still developing the full communications strategy for the WEP, the details of 
how the option to opt-out will be communicated to clients is still to be finalised. 
However it is anticipated that the option to opt-out will be communicated to clients 
annually.  These communications will cover a range of information but will be 
designed to ensure clients understand the purpose and duration of the WEP and how 
to opt-out of the payment if they don’t wish to receive it. 

9 Introducing this option is likely to generate very small fiscal savings (currently 
estimated at approximately $0.016 million over the forecast period). This estimate is 
based on the introduction of a similar payment in the United Kingdom, which may be 
too conservative in the New Zealand context as the option to opt-out will be available 
and well publicised from the first year of the WEP (unlike the Winter Fuel Payment in 
the United Kingdom).  

10 Around 6 percent of New Zealand residents aged 65 or over do not receive New 
Zealand Superannuation, a Veteran’s Pension, or another main social security benefit 
and, on this basis, are not eligible to receive the WEP.  These people have not been 
included in WEP estimates.  

11 Note that any opt-out option will need to be effected through primary legislation. 
Therefore, a decision to confirm Ministers’ preferred approach to opting out of the 
WEP is required by 4 December to inform the drafting of the Families Package 
(Income Tax and Benefits) Bill. 

Recommended actions 

It is recommended that you: 

1 note that Cabinet made decisions on the Families Package, including the Winter 
Energy Payment, on 27 November 2017 [CAB-17-MIN-0516 refers] and agreed Joint 
Ministers would do further work on an option to permanently opt-out of the WEP  

2 note that officials consider that clients being given the option to permanently opt-
out of the WEP would create an anomaly in the Social Security Act 1964 due to 
clients being prevented from receiving support in the future that they may need to 
access due to changes in their circumstances 

3 note that enabling clients to opt-out of receiving the WEP indefinitely will meet the 
objective of making it easy for clients to opt-out of receiving the WEP while still 
maintaining their ability to access the WEP in the future 

4 note that there is a risk that some clients who later need this assistance may forget 
they have opted out of receiving the WEP but that this risk will be mitigated through 
the Ministry of Social Development asking questions about reinstating the WEP if 
they try to access additional support from MSD in the future 
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5 agree that all clients (superannuitants, veterans and beneficiaries) be given the 
opportunity to, EITHER: 

 opt-out of receiving the WEP indefinitely (recommended); OR 

Minister of Finance Agree / Disagree

Minister for Social Development Agree / Disagree

 opt-out of receiving the WEP permanently (not recommended); OR 

Minister of Finance Agree / Disagree

Minister for Social Development Agree / Disagree

 
 opt-out of receiving the WEP annually which would result in eligibility to the 

WEP being reinstated at the beginning of each WEP payment period (not 
recommended) 

Minister of Finance Agree / Disagree

Minister for Social Development Agree / Disagree

 

6 note that the option in recommendation 5.1 means that clients will not 
automatically have their eligibility for the WEP reinstated at the beginning of each 
WEP payment period, but that the client would need to initiate reinstating the WEP 
when they choose to do so  

7 note that under the option in recommendation 5.1 WEP will be reinstated from when 
a client first contacts MSD to discuss reinstating the payment (as is consistent with 
other payments in the social security system) 

8 note that, as couples are treated as one unit in the social security system, MSD will 
require both parties to opt-out of receiving the WEP for the opt-out to have effect 

9 note that the communications strategy for the WEP is still being developed, but MSD 
anticipates that the option to opt-out of receiving the WEP will be communicated to 
clients annually 

10 note that based on initial modelling, introducing an indefinite opt-out option is likely 
to generate very small fiscal savings (currently estimated at approximately $0.016 
million over the forecast period) but any savings generated as a result of this option 
will automatically be reflected at regular economic forecast updates, no further 
action is required by Ministers 

11 agree that officials prepare drafting instructions for the Parliamentary Counsel Office 
to reflect your decisions on this paper in the Families Package (Income Tax and 
Benefits) Bill 

Minister of Finance Agree / Disagree

Minister for Social Development Agree / Disagree
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13 agree to update Joint Ministers on your decision, and to inform Cabinet when the 
Families Package (Income Tax and Benefits) Bill is discussed on 11 December 2017.  

Minister of Finance Agree / Disagree

Minister for Social Development Agree / Disagree

 

 

 

  

Kristie Carter 
Manager, Welfare & Oranga Tamariki 
The Treasury 
 
 
 

 Fiona Carter-Giddings 
General Manager, Employment and 
Income Support Policy 
Ministry of Social Development 

Date 

 

 

 

 

 Date 

 

 

Hon Grant Robertson 
Minister of Finance 
 

 

 Hon Carmel Sepuloni 
Minister for Social Development 

Date  Date 
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Background 
12 Cabinet made decisions on the Families Package, including the WEP, on 27 November 

2017 [CAB-17-MIN-0516 refers] and agreed that each year, clients would be given 
the option to opt-out of receiving the WEP if they do not wish to receive it, and that  
Joint Ministers would do further work on options to permanently opt-out of the WEP. 

Incorporating an option to opt-out of WEP is one way to ensure better targeting of 
the WEP   
13 Approximately one million people will be eligible for the WEP, meaning it will be the 

supplementary assistance with the largest eligible population in the benefit system. 
The WEP will cost $1.811 billion over the forecast period, with ongoing costs of 
$464.923 million per annum in outyears.  

14 Ministers have been presented with options to improve targeting of the WEP. 
Ministers decided not to income test the WEP, but did agree that it should be easy for 
clients to opt out of receiving the WEP [REP/17/11/1079 refers].   

15 Manifesto documents originally identified that NZ Super clients would be required to 
apply in order to access the WEP (as a way of targeting the support to those who 
need it). However, this contradicts MSD’s legal obligations and core principles. 
Therefore, officials recommended 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 [REP/17/11/1079 refers].  This was with the view that some 
clients may choose to opt-out of receiving the WEP if they believe they have sufficient 
means to heat their homes in winter.   

You have previously agreed to clients being given the opportunity to opt-out of 
receiving the WEP but still need to agree to its form 
16 You agreed to clients being given the opportunity to opt-out on an annual basis. 

However no formal decision has been made on how best to achieve this.  As a 
decision to opt-out of the WEP fundamentally affects eligibility to receive the 
payment, it will need to be reflected in primary legislation.  Therefore, we require a 
decision from you on the detailed design of the opt-out option no later than 4 
December 2017 in order to meet the legislative deadlines for the Families Package.  

There are a number of ways the “opt-out” could be designed  

There are significant risks associated with a “permanent opt-out” of the WEP 
17 All clients in receipt of New Zealand Superannuation, Veteran’s Pension or a main 

benefit are eligible for the WEP.  Therefore, it is likely that many clients will be 
eligible for the WEP for more than a decade.  Officials consider that a permanent opt-
out (ie a decision made once not to receive the WEP that cannot be reversed) is 
inappropriate.  This is particularly risky when the majority of those eligible for the 
WEP are senior citizens and their health or financial position can change rapidly.  
Furthermore, the social security system aims to recognise and respond to changes in 
an individual’s circumstances and support those in hardship when appropriate.  
Therefore, it seems inconsistent that we would design the WEP so that clients could 
never access it again if they opted out. 

18 An added difficulty associated with a permanent opt-out is it could be difficult to 
implement for main beneficiaries who may move on and off benefit over time.  

The WEP could have an “indefinite opt-out” option which may align better with 
existing social security settings and would be relatively straight forward to 
administer 
19 An indefinite opt-out option (ie they stop receiving the payment until the individual 

requests to receive it again) may meet the policy objective of a permanent opt-out, 
while enabling the welfare system to operate as intended. An indefinite opt-out 
option will enable people to make one decision to opt-out, while still being able 
access the WEP if their circumstances change in the future. 
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20 The key risk associated with the recommended indefinite opt-out is that clients forget 
they have opted out of receiving the WEP and then their health or financial position 
deteriorates in the future.  This risk is particularly relevant for our NZ Super and 
Veteran’s Pension clients. However, officials consider this risk is may be sufficiently 
mitigated because if circumstances change significantly, a client may seek to access 
other assistance (eg Accommodation Supplement or Disability Allowance) which will 
provide an opportunity to discuss reactivation of the WEP. MSD will also ensure that 
clients are clearly informed of the steps they need to take to reactivate their WEP 
payments at the time of opting out.  

The WEP could have an “annual opt-out” option but this is likely to reduce 
effectiveness 
21 Officials initially proposed that clients be given the opportunity to opt-out annually 

(and their eligibility for the WEP would be reinstated at the beginning of each WEP 
payment period).  This design was initially proposed due to concerns about people 
forgetting decisions they may have made over a decade ago.  However, officials 
consider that requiring clients to opt-out annually (if they do not want to receive the 
WEP) may create an undue administrative burden for these clients and that may 
reduce the number of clients who choose to opt-out of receiving the WEP.  

22 Officials recommend only providing one opt-out option for administrative clarity and 
to keep the opt-out option easy to understand (reducing the chance of mistakes 
being made in administering the opt-out).  

Officials recommend you agree to include an “indefinite opt-out” in 
the WEP design and note elements of detailed design  
23 Officials do not anticipate that a significant number of clients will choose to opt-out of 

receiving the WEP.  However, as the WEP is not income tested it is important that 
clients can chose not to receive the WEP if they wish.  It is important that we make it 
easy for this small group of clients to make that decision and we consider that, on 
balance, an indefinite opt-out option is arguably the most client-centric approach 
(given the demographic of those likely to choose to opt-out).  

24 As MSD is still developing the full communications strategy for the WEP, the details of 
how the option to opt-out will be communicated to clients is still to be finalised. 
However it is anticipated that the option to opt-out will be communicated to clients 
annually.  These communications will cover a range of information but will be 
designed to ensure clients understand the purpose and duration of the WEP and how 
to opt-out of the payment if they don’t wish to receive it. 

25 Officials note that if a client wishes to reactivate their WEP payments, it will be 
activated from the date of first contact and paid in accordance with the WEP 
legislation from that point forward (consistent with the rest of the welfare system).  

26 Officials recommend all clients (superannuitants, veterans and main beneficiaries) be 
given the option to indefinitely opt-out of receiving the WEP as there is no reason to 
prevent people from opting-out.   

27 As couples are treated as one unit in the social security system, MSD will require both 
parties to opt-out of receiving the WEP in order for the opt-out to have effect.  

28 As those who opt-out of receiving the WEP will no longer be eligible to receive it and 
eligibility criteria for the WEP is defined in primary legislation, the opt-out option you 
choose needs to be reflected in the Families Package (Income Tax and Benefits) Bill. 

Fiscal Implications 
29 In the time available we have not been able to model an uptake rate of the opt-out 

option. Instead we have the United Kingdom’s Winter Fuel Payment as an indication 
of possible opt-out rates.   

30 The United Kingdom’s Winter Fuel Payment was introduced in 1997 and is provided to 
approximately 12 million beneficiaries and superannuitants. It is not income tested.  
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From information we have located in the time available, it appears opt-out of the 
Winter Fuel Payment was not considered until 2011.  

31 Of the 12 million recipients of the Winter Fuel Payment, just 163 in the winter of 
2011/12, 139 in 2012/13, 78 in 2013/14 and 29 in 2014/15 rejected their 
entitlement to the Winter Fuel Payment.   

32 If we assumed New Zealanders rejected (or opted-out of) eligibility for the WEP at 
the same rate we could assume the following: 

Fiscal Year Number of individuals likely to 
opt out 

Total money saved (assuming all 
are receiving $450 per annum) 

2018/19 14  $6,500 
2019/20 12 $5,400 
2020/21 7 $3,150 
2021/22 2 $900 
Total 35 $15,950 

33 We note that unlike the United Kingdom’s Winter Fuel Payment, the opt-out option 
under the Families Package will be ready to implement and publicised from the first 
winter the WEP is available. This may lead to a small increase in uptake of the opt-
out option but officials do not consider that such an increase is likely to 
fundamentally affect the annual programme cost of the WEP.   

34 Another reason why this figure is only expected to generate approximately $0.016 
million of savings over the forecast period is because people who already ‘opted-out’ 
of receiving NZS, VP or another benefit are automatically excluded from the WEP cost 
estimates.  

35 Around 6 percent of New Zealand residents aged 65 or over dor not receive New 
Zealand Superannuation, a Veteran’s Pension, or another main social security benefit 
(officials assume this is because the individuals consider they have sufficient means 
to support themselves without accessing this support or are ineligible to receive it). 
They are therefore not included in WEP estimates and MSD expects that of the 
remaining 94 percent of New Zealand residents aged 65 or over, many will be likely 
want to receive the WEP.  

36 As you have previously agreed to include an option to opt-out of the WEP this has 
already been included in the WEP operational costs. The analysis provided in this 
paper on the likely uptake of the opt-out option suggests that moving to the 
indefinite opt-out is likely to lower the estimates of the on-going operational costs 
slightly. However, MSD does not recommend amending the size of the operational 
cost contingency as there are still decisions to be made on other aspects of the 
Families Package (eg low-income working families) which could have operational cost 
implications.  

37 Any savings generated by introducing an indefinite opt-out option for WEP will be 
reflected at the regular economic forecast updates. As any changes to appropriations 
will be captured by in year revisions, no further action is required from Ministers.  

Next steps 
38 Subject to your decisions, officials will prepare drafting instructions for the 

Parliamentary Counsel Office to incorporate into the Families Package (Income Tax 
and Benefits) Bill.  
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