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Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the Official 
Information Act, as applicable: 

 

[1] to prevent prejudice to the security or defence of New Zealand or the international relations of the 
government 

6(a) 

[2] to avoid prejudice the entrusting of information to the Government of New Zealand on a basis of 
confidence by the Government of any other country or any agency of such a Government 

6(b)(i) 

[4] to prevent prejudice to the maintenance of the law, including the prevention, investigation, and 
detection of offences, and the right to a fair trial 

6(c) 

[11] to damage seriously the economy of New Zealand by disclosing prematurely decisions to change 
or continue government economic or financial policies relating to the entering into of overseas trade 
agreements. 

6(e)(vi) 

[23] to protect the privacy of natural persons, including deceased people 9(2)(a) 

[25] to protect  the commercial position of the person who supplied the information or who is the subject 
of the information 

9(2)(b)(ii) 

[26] to prevent prejudice to the supply of similar information, or information from the same source, and 
it is in the public interest that such information should continue to be supplied 

9(2)(ba)(i) 

[27] to protect information which is subject to an obligation of confidence or which any person has been 
or could be compelled to provide under the authority of any enactment, where the making available 
of the information - would be likely otherwise to damage the public interest 

9(2)(ba)(ii) 

[29] to avoid prejudice to the substantial economic interests of New Zealand 9(2)(d) 

[31] to maintain the current constitutional conventions protecting collective and individual ministerial 
responsibility 

9(2)(f)(ii) 

[33] to maintain the current constitutional conventions protecting the confidentiality of advice tendered 
by ministers and officials 

9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank expression of opinions 9(2)(g)(i) 

[36] to maintain legal professional privilege 9(2)(h) 

[37] to enable the Crown to carry out commercial activities without disadvantages or prejudice 9(2)(i) 

[38] to enable the Crown to negotiate without disadvantage or prejudice 9(2)(j) 

[39] to prevent the disclosure of official information for improper gain or improper advantage 9(2)(k) 

[40] not in scope   

[41] that the making available of the information requested would be contrary to the provisions of a 
specified enactment 

18(c)(i) 

[42] information is already publicly available or will be publicly available soon 18(d) 

 

In preparing this Information Release, the Treasury has considered the public interest considerations in section 9(1) and 
section 18 of the Official Information Act. 
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Treasury Report:  Public Housing Budget Options 

Date: 16 March 2018 Report No: T2018/618 

File Number: SH-3-2-18 

Action Sought 

 Action Sought Deadline 

Minister of Finance (Hon Grant 
Robertson) 

note the contents of this report 19 March 2018 

Associate Minister of Finance (Hon 
Dr David Clark) 

agree to discuss the options raised 
in this report with Budget Ministers  

refer to the Minister of Housing and 
Urban Development 

19 March 2018 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Corwin Wallens Senior Analyst, Housing   

Tom Hall Manager, Housing  

(mob) 

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 

Refer the report to the Minister of Housing and Urban Development. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 
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Treasury Report: Public Housing Budget Options 

Executive Summary 

You have asked Treasury to develop scaling options for Budget 2018 to balance housing and 
fiscal goals. This report provides you options based on your request from the housing 
bilateral meeting with Minister Twyford on 12 March 2018 [T2018/564 refers].  

We understand the Government’s goals for housing include: 

• taking serious action to end homelessness 

• Housing New Zealand (HNZ) to build (at least) 1,000 net additional new state houses 
per year 

• a strong preference for HNZ to deliver public housing, and 

• a focus on new supply of public houses, to help more people. 

This has led us to focus on options that: 

• maximise the effectiveness of spending in helping people with serious housing needs 

• source additional public housing supply from HNZ, and 

The Budget Bids  
The cost pressure and manifesto bids for housing in Vote Social Housing include a number 
of components, set out in the table below:  

Component Cost over four years 

 additional public housing places 

Transitional Housing $170m 

Frontline housing resources 

Existing Housing First $21m 

550 additional Housing First places $47m 

Funding Community Housing Aotearoa 

Total 
 
This report focuses on the additional public housing places bid    

[33], [37]

[33]

[33]

[33] [33]

[33]

[33]



T2018/618 : Treasury Report: Public Housing Budget Options Page 3 

Scaling Options 
We have reworked the public housing bid by:  

• incorporating new costings from the Ministry of Social Development received 
Wednesday afternoon 14 March, 

  

• costing a baseline based only on currently-provided public-housing places.  

Ministers have choices about both how many additional public housing places you wish to 
fund and where you wish to source those places (HNZ newbuilds or leases; new or 
redirected houses from CHPs; and redirected houses from councils).  

We have developed three options for your consideration:  

• Treasury Manifesto Option: for $153 million over four years you can meet a manifesto 
commitment to deliver 1,000 new state houses a year, along with increased CHP 
supply to which MSD is already committed.   

• Treasury Middle Option:  Without redirects, there is a ‘middle option’ to purchase 5,798 
places (almost 1,500 per year) for $234 million over four years.  This option focuses on 
securing additional supply from HNZ.  

• 

 Public Housing Places 
(stack of components) 

Number of new 
places over four 

years 

Repurposed 
existing 
houses 

Funding required

Baseline - - ($229m) 
CHP committed 546 - $108m 
HNZ new build 4,000 - $227m 
HNZ buy-in and lease - 663 $47m 
Treasury Manifesto Option 4,546 663 $153m
    
HNZ and CHPs 472 117 $81m 
Treasury Middle Option 5,018 780 $234m
    

Verifying the Scaled Options 
 
The above options are based on new costings from MSD and have not been verified.  We 
therefore recommend you invite the Minister of Housing and Urban Development to develop 
one or more of the above options, based on MSD’s new costings.  These options should  
 
• include additional supply from CHPs to which MSD is already committed, and planned 

HNZ buy-ins or leases; and 

[33]
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• provide (a) 1000 or (b) 1500 additional public houses per year sourced from 
HNZ to the extent feasible.  

 
HNZ capital requirements to deliver housing 
HNZ has approval for new third-party borrowings of up to $1.08 billion under its current 
borrowing protocol. This third-party borrowing does not count towards core Crown net debt. 
HNZ estimates it would need to borrow a further $1.75 billion over four years to fully fund the 
1,400 new-build places per annum Minister Twyford is seeking from them in his current bid, 
and $1.05 billion to finance a net 1,000 new-build places per annum. More information is 
available on Crown debt impacts [TR2018/229 refers]. 
 

 

[33], [37]

[33], [37]
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Recommended Action 
 
We recommend that the Associate Minister of Finance:  
 
a note you have received cost pressure and manifesto bids for public housing and other 

housing related programmes that together seek  over four years. 
 
b note you have options to scale the public housing bid, while meeting your manifesto 

commitments. 
 
c invite the Minister of Housing and Urban Development to develop the options outlined 

in this report, based on:  
 

• including additional supply from CHPs to which MSD is already committed, and 
HNZ buy-ins or leases; and 

• providing (a) 1000 or (b) 1500 additional public houses per year 
sourced from HNZ to the extent feasible.  

 
 Agree/disagree. 
 
d refer this report to the Minister of Housing and Urban Development. 
 
 Refer/not referred. 
 
 
 
 
 
Tom Hall 
Manager, Housing 
 
 
 
 
 
Hon Dr David Clark 
Associate Minister of Finance 
 
 

[37]
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Treasury Report: Public Housing Budget options 

Purpose of Report 

1. There is a need to consider scaling options for Budget 2018 in order to balance 
housing and fiscal goals.  

2. This briefing provides options based on your request from the housing bilateral meeting 
with Minister Twyford on 12 March 2018 [T2018/564 refers]. Advice was requested on: 

• Housing New Zealand (HNZ) delivering 1,000 net new state houses per year. 

• Scaling options for the current public housing bids, including how to maximise the 
impact of additional funding on addressing housing need. 

3. The Treasury was also asked to provide further analysis of the Ministry of Social 
Development’s (MSD) calculation of ‘upfront’ funding costs, a view on HNZ delivery 
risk, and advice on how any additional debt requirements for HNZ might be met.  

4. This report has been prepared under urgency, and has not been consulted with 
agencies, as detailed bid information was received from MSD after midday on 14 
March. 

Analysis 

Background 

5. Public housing is sourced from HNZ and registered Community Housing Providers 
(CHPs). Much of HNZ’s current stock requires renewal, the average age of the portfolio 
is 44 years with the bulk of the portfolio approaching the end of its life. Older council 
affordable rentals are also being redirected into public housing via CHPs. 

6. HNZ receives the Income Related Rent Subsidy (IRRS) from MSD to bridge the gap 
between the tenants’ income-related rent and the market rent of its properties. For new 
places, MSD pays CHPs the IRRS and up to 50 percent of development costs as 
building occurs (“upfront funding”), or 150 percent of market rent on an ongoing basis 
(“operating supplement”), or a combination of part of both. Market rent alone is not 
sufficient to fund the acquisition and maintenance of new-build housing. MSD does not 
make above-market payments for older housing stock.   

7. HNZ has until recently provided additional public housing for market rent alone. There 
are limits to its internal sources of funding (operating surpluses and land sales), so it is 
increasing borrowing to pay for new places, and will soon also require payments above 
market rent to service those borrowing costs.  

8. There are currently 66,400 households currently in houses that receive IRRS. There 
are a further 6,200 households waiting for a public housing place, up from 3,500 two 

[33]
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years ago. MSD expects the public housing register (the “waitlist”) to grow, even if the 
full package of Minister Twyford’s bids is agreed.  

9. The baseline for public and emergency housing from the Half Year Economic and 
Fiscal Update is $1.013 billion in 2017/18 rising to $1.212 billion in 2021/22.      

Original agency budget bids  

10. The cost pressure and manifesto bids for housing in Vote Social Housing include a 
number of components, set out in the table below:  

Table 1: Vote Social Housing Budget Bid 
Component Cost over four years 

 additional public housing places. 

Transitional Housing $170m 

Frontline housing resources 

Existing Housing First $21m 

550 additional Housing First places $47m 

Funding Community Housing Aotearoa 

Total 

 

11. This report focuses on the additional public housing places bid   
 
The bids under consideration for scaling in this report 

12. Based on our understanding of your goals we consider that the public housing 
component of the agency bid provides the best opportunity for scaling. We have used 
updated information from MSD which does not match the information provided in the 
agency bid. 

13. The current commitment for public housing is for HNZ to build 1,000 net additional new 
state houses per year until demand is met. Treasury supports both the cost pressure 
and manifesto bids in respect of housing first and transitional housing as important 
contributions towards reducing homelessness. 

14. To assist with considering scaling options we have reworked the public housing 
component  to incorporate new costings from MSD and establish a 
baseline based only on currently provided public housing places.  

Table 2: Public housing component of the Vote Social Housing Bids 
 
 Public Housing Places 
(stack of components) 

Number of new 
places over four 

years 

Repurposed 
Existing 
Houses 

Funding required

Baseline - - ($229m) 
CHP contracted (or committed) 546 - $108m 
HNZ new build 4,000 - $227m 
HNZ buy-in and lease - 663 $47m 

[33]
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Treasury Manifesto Option 4,546 663 $153m
    
HNZ and CHPs 472 117 $81m 
Treasury Middle Option 5,018 780 $234m
    

15. This table shows that: 

• For $153 million over four years you can meet a manifesto commitment to deliver 
1,000 new state houses a year. 

• Without redirects, there is a ‘middle option’ to purchase 5,798 places (almost 
1,500 per year) for $234 million over four years. 

16. We recommend you invite the Minister of Housing and Urban Development to provide 
one or more alternative options, based on MSD’s new costings and maximising new 
builds, of: 

• 4,000 additional places (1,000 per annum) new HNZ places per annum, and only 
any additional places strictly needed to enable this or meet contractual 
obligations.  

• 6,000 additional places (1,500 per annum) over four years 

• 

Considerations to increase the effectiveness of spending 

17. If you do not wish to scale the public housing bid, there are options available to align it 
more closely with your goals by limiting the use of: 

• 

• 

[33], [37]
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20. If the available funding is used to secure greater amounts of public housing through 
operating payments to HNZ and CHPs, the register will likely decrease by more than 
would otherwise be the case. Any shortfall in publicly-stated targets would need to be 
made up by HNZ or CHPs providing places through operating supplement. 

Redirects – up to $46 million scaling 

21. MSD’s cost pressure bid includes its open offer to take any additional supply from 
CHPs. This is primarily ‘redirected’ council and affordable rental housing. MSD had set 
aside $46 million for 1,022 of these houses (MSD have provided a revised number of 
840 places for the same cost).  

22. Repurposing existing affordable rental housing (ex-council or CHP stock) will provide 
additional support to existing tenants. However, it is unlikely to impact the housing 
register to the same extent as new supply as it does not increase the overall supply of 
public/affordable rental housing (resulting in a displacement effect).  

23. 

24. The primary risks in this scaling is to the speed of achieving growth in reported IRRS-
supported place numbers, and a higher-than-forecast average cost in market rent 
should the assumed older redirected stock be replaced in the pipeline by new houses, 
which will likely require an operating supplement. We do not have the costings to be 
able to make an accurate assessment of potential changes to IRRS and operating 
supplement as a result of this decision.  

The impact on HNZ  

HNZ Borrowing 

25. Any development of housing that goes beyond the volume/parameters already agreed 
for the Auckland Housing Programme (AHP) will necessitate new borrowing by HNZ. 
HNZ has approval for new third-party borrowings of up to $1.08 billion under its current 
borrowing protocol to finance the AHP. This third-party borrowing does not count 
towards core Crown net debt. HNZ estimates it would need to borrow a further $1.75 
billion over four years to fully fund the 1,400 places per annum Minister Twyford is 
seeking from them in his current manifesto bid, and $1.05 billion to finance a net 1,000 
new-build places per annum.  

26. There is still a decision to be made as to whether any additional HNZ borrowing above 
its current protocol should be sourced from the Crown or third-parties. This involves a 
range of considerations, in particular borrowing-cost and fiscal treatment (and 

[33], [37]
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associated fiscal strategy). We understand Minister Twyford prefers HNZ to borrow 
from third-parties; Treasury recommends borrowing from the Crown, which would 
require a pre-commitment of capital in future Budgets. Treasury has reported on this 
choice [TR2018/229] and sent the Minister of Finance options for agreeing a way 
forward with Minister Twyford [TR2018/570].  

HNZ Capacity 

27. HNZ has been significantly ramping up its ability to bring on new supply, directly and 
through its development subsidiary HLC. HNZ has met its delivery commitments in the 
past two years, and is tracking to meet its schedule for the current financial year (noting 
a large amount of new builds being scheduled for delivery in the last quarter).  

28. Next year will require a further acceleration from current delivery. Planning for 1,000 
net new state houses will currently deliver 65 percent of the net builds in Auckland, and 
35 percent in the rest of New Zealand. Auckland works could be deferred, but that 
would mean not delivering agreed volumes – either state housing or private/affordable 
housing for the market. The AHP is intended to build capacity in the short term to 
provide rehouse opportunities of tenants from homes to be demolished for rebuild or 
land sales. Losing this capacity would reduce rehousing options.  

Table 4: HNZ delivery of new housing against statement of performance expectations (SPE) 
Year 2015/16 2016/17 2017/18 2018/19 

Target state 
new builds 

725 (SPE) 1,339 (SPE) 1,460 (SPE) 2,115 (Budget) 

Delivered 795 1,421 882 (December YTD)  

Note: Current SPE requirements are for gross additional, net new will become the focus for HNZ   

29. The 1,400 net additional places per annum Minister Twyford is seeking from HNZ 
under his current manifesto bid is likely to be near the maximum of additional new-build 
houses HNZ can ramp-up to in the short term. The 1,400 net additional places would 
allow a roughly 50:50 split of delivery of additional houses between Auckland and the 
rest of New Zealand (this will balance within a couple of years).   

30. Increasing the delivery numbers will increase risk – delivery over more projects means 
that there are more things that could delay delivery or make a particular project not 
achievable. Therefore the 1,400 scenario carries greater risk than the 1,000 scenario. 
However, HNZ believes it can scale up to deliver either scenario. Beyond the next two 
years, HNZ could feasibly increase its rate of public housing delivery beyond 1,400 
additional places, but doing so would carry greater risk and require further borrowing.  

31. 

Additional Information 

32. In terms of other matters the Treasury was asked to provide a view on: 

• MSD has investigated the Vote Corrections supported-accommodation bid, and 
considers there is limited overlap with Minister Twyford’s bids, so it has not been 
discussed in this report.  

[33], [37]
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• We support HNZ’s analysis of its ability to deliver 1,400 additional public housing 
places per annum under the current manifesto bid.  

• More detailed advice is being separately provided to Ministers on options for 
regeneration in Tāmaki and on meeting any additional borrowing needs for HNZ. 

Other Bids 

33. 

34. Additional options to scale the Transitional Housing, Frontline Housing Resources or 
Housing First components of Minister Twyford’s bids can be provided at your request. 

Risks 

Funding provided will not cover expected additional places 

35. The number of places and costing of the places is highly uncertain due to a number of 
factors: 

• Late revisions to MSD bid information lowers confidence in their forecasts. 

• 

• Changes in the housing market will change costs and may impact providers’ 
ability to deliver housing places at the price MSD has forecast. 

[33]
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