Reference: 20190091

26 April 2019

Dear

TE TAI OHANGA
THE TREASURY

Thank you for your Official Information Act request, received on 26 February 2019.
You requested:

any Treasury reports or analysis available on the proposed healthy homes
standards announced on Sunday regarding rental homes.

On 22 March 2019, | sought a 20 working day extension. A response to the request is
due by 26 April 2019.

Information Being Released

Please find enclosed the following documents:

Item | Date Document Description Decision
1. | 13 November RE: Draft RIS for timely comment Release in part
2018 — healthy homes standards

2. | 4 December 2018 | RE: RIS for healthy homes Release in part
standards

3. | 7 December 2018 | RE: Healthy Homes RIA Release in part

4. | 7 December 2018 | FW: RIA QA on healthy home Release in part
standards
Attachment: Regulatory Impact
Healthy Homes Standards 2018
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| have decided to release the documents listed above, subject to information being
withheld under one or more of the following sections of the Official Information Act, as
applicable:

o personal contact details of officials, under section 9(2)(a) — to protect the privacy
of natural persons, including that of deceased natural persons,

o advice still under consideration, under section 9(2)(f)(iv) — to maintain the
constitutional conventions for the time being which protect the confidentiality of
advice tendered by Ministers of the Crown and officials,

o sensitive advice, under section 9(2)(g)(i) — to maintain the effective conduct of
public affairs through the free and frank expression of opinions, and

o direct dial phone numbers of officials, under section 9(2)(k) — to prevent the
disclosure of information for improper gain or improper advantage.

Direct dial phone numbers of officials have been redacted under section 9(2)(k) in
order to reduce the possibility of staff being exposed to phishing and other scams. This
is because information released under the OIA may end up in the public domain, for
example, on websites including Treasury’s website.

Please note that this letter (with your personal details removed) and enclosed
documents may be published on the Treasury website.

This reply addresses the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

Glen Thomson
Acting Manager, Housing & Urban Growth
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From: Bob Johnston [TSY]
Sent: Tuesday, 13 November 2018 4:26 PM
To: 'Anita Balakrishnan'
Cc: Jonathan Ayto [TSY]; RIA Team [TSY]; Benno Blaschke [TSY]; Helen Huang [TSY]
Subject: RE: Draft RIS for timely comment - healthy homes standards

[IN-CONFIDENCE] @ &
Hi Anita @ @

Thanks for the opportunity to comment on this preliminary draft. Some ments t?at I hope will be useful for the

next iteration.
%
o S0 @ @
e p3 —the likely risks are identified ho% really ad where in the RIA, particularly the likely
a

effect on the rental stock, passing coststor
® Problem definition (p6) — can th :

the scale of the problem - it says “many”
rental homes are cold ap
anything in the BRA

be more spe

p — do we have any-figures, or estimates within a range? Is there

oucand »Or is the evidence more anecdotal, or maybe a
mixture of the twos

e p7 — before launching.in scussion of the issues, we suggest an introductory para saying
something lik are five a e problem/issue as follows: heating, ventilation etc and
explain li between thed

® 2.2 —regulatory
ste i ategy https://www.mbie.govt.nz/publications-research/publications/regulatory-
systems- gramme/reg\mato -stewardship-strategy-2017-18.pdf and draw on whatever may be

es was one of the work areas.

against which other options are measured.
he over-arching objective really states a preferred outcome (minimum standards) — we

hierarchy/relationships/weighting between the decision criteria?

® Section 6 — Implementation — Transitional arrangements are mentioned in the summary in section B but
not in section 6? Also the enforcement aspects don’t seem to be addressed — what if landlords
refuse to comply? Is there an agreed definition of a landlord? What about things like black market
rentals, informal renting, rentals as part of an employment package etc?

® Review — p37 — suggest more specifics around who will be responsible for the progress reports and
who/how they will be reporting to? Will they be made public?

| will get one of our CBA experts to have a look at the tables.
I hope this is helpful.

Regards
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Bob

From: Anita Balakrishnan

Sent: Tuesday, 13 November 2018 9:28 AM

To: Bob Johnston [TSY]

Subject: Re: Draft RIS for timely comment - healthy homes standards

Hi Bob,

Yo
Just wondering if you have had a chance to look at this RIS, and if o catch up\omave any
guestions? <\ 4

\;;7

Kind regards,
Anita

From: Anita Balakrishnan

Sent: Thursday, 8 November 2018 10:12:24 AM
To: Bob Johnston [TSY]
Cc: Joanna Gordon; Cade Bedford
Subject: Draft RIS for timely comment - healt)@s

Hello Bob, Q\

) —

ttached a cq\aﬁj‘R S for your comments and guidance in advance

of us sending a more finalised 1 eek. N
J

&

\

Q' build on this draft'over the coming days.

in adva 0 get your comments in order to manage the timing risks that we
Si di M?gt t dert thet ks that

Further to our catch up last wegg

/ are required to get the finalised RIS and Cabinet paper to the
ttime fdrﬁisgft-; iew and consultation with his ministerial colleagues before lodging in
time for SWC considerati 12'December. This timing is necessary in order for us to meet the
requirement for the r to come into effect on 1 July 2019. We would ideally like to get the RIS
and draft Cabinet p e Minister later next week.

O
As always, I'm h. pp?to chat or meet up at any time. | have also copied in Joanna Gordon on this email in
case I'm proving ham/to contact.

| look forward to your thoughts.

Kind regards,
Anita

ANITA BALAKRISHNAN
PRINCIPAL POLICY ADVISOR, TENANCY AND RENTAL HOUSING QUALITY

Ministry of Housing and Urban Development

anita.balakrishnan@hud.govt.nz | Mobile $9(2)(a)
Level 5, 15 Stout Street, PO Box 1473, Wellington 6143, New Zealand
www.hud.govt.nz
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Disclaimer

This email is confidential and solely for the use of the intended recipient. If you have received this email in

error, then any use is strictly prohibited. Please notify us immediately and delete all copies of this email and
any attachments. Any opinions expressed in this message are not neces those of the&istry of

Housing and Urban Development. Yo
( /\ (\‘
@ \\\5/
™
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From: Bob Johnston [TSY]
Sent: Tuesday, 4 December 2018 4:05 PM
To: '‘Cade Bedford'
Cc: Jonathan Ayto [TSY]; RIA Team [TSY]; Benno Blaschke [TSY]; Helen Huang [TSY];

Nigel Hubbard; Claire Leadbetter; Anita Balakrishnan
Subject: RE: RIS for healthy homes standards
Thanks Cade /"7
My apologies for the delay in getting back to you, we have been havj time here@@\he end-of-year rush.

péjlﬁcally that the RIA:

e problem definition part of

We still have concerns that the RIA does not address some of t

Ayl

‘matters we discusse
Y
e continues to locate some of the material in wrong e template((‘e;é\

the front Summary has blown out to 1.5 pages i sjc paragr /

e does not clearly or simply explain the limitati %@optlons (|t
the HHG, but doesn’t explain why)

e does not clearly identify or address som
landlord compliance with the standar%
enforcement effort and prioritisation, w

e asaconsequence of bullet 3 ab §o

e may not have specified an appto Q\te
takes account of other initiat
Initiative noted on page 8 /7 ™

e does not satlsfactorlly(expﬁam /ome of th ation in the impact analysis tables, eg, it is unclear about
the weighting of th 4 criter ia and the likelih ood that the first two criteria (“ability to achieve the objective”,
and “net costs a Y\;{) are cor and hence may involve an element of double counting.

and evidence uncertainty

i th/at it is unclear whether the status quo baseline

underway |nclu\(<q\t‘h“e inter Energy Payment, or the Healthy Homes
=/

As we have indicate

W as consi ble-potential to draw on existing material (especially NZIER’s CBA paper)
to address some ¢ ncerns. ¢

N \\V >
On the assum%ﬁﬁt there wﬁrv time to review any further iterations, and given that we have already
reviewed three drafts, our &esﬁment is therefore that the RIA partially meets the QA criteria.

The QA statement for t paper and RIA is as follows:

“The Treasury Re Hat uality Team has reviewed the Regulatory Impact Assessment “Healthy Home Standards”
prepared by the IVI| |Stry f Housing and Urban Development and considers that that information and analysis
partially meets th\Quath Assurance criteria.

The proposal has been well consulted with key stakeholders. The proposal is supported by Cost Benefit Analyses
prepared by the NZIER and the Ministry of Housing and Urban Development. This information together amounts to
a case for the proposed change. However, the RIA itself does not set out some of the information in as compelling
and organised way as it could, for instance failing to explain the limitations on options, not identifying some of the
main behavioural assumptions or questions, and not explaining the material satisfactorily in the impact analysis
tables. With time for further work, we believe that the RIA could have had the potential to meet the QA criteria.”

Regards

Bob
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From: Cade Bedford

Sent: Friday, 30 November 2018 9:42 AM

To: Bob Johnston [TSY]

Cc: Jonathan Ayto [TSY] ; RIA Team [TSY] ; Benno Blaschke [TSY] ; Helen Huang [TSY] ; Nigel Hubbard ; Claire
Leadbetter

Subject: Re: RIS for healthy homes standards

Hi Bob
Please find attached an amended version of the Healthy Homes Sta gulator{ﬁfﬁ%c ssessment
based on your feedback. \\z/‘
As discussed earlier the Minister intends to take this paper to g@ el12tho cember.
Kind regards, \1,
Cade Bedford
Policy Advisor, Tenancy & Rental Housing Q
Ministry of Housing and Urban Developm%
E: cade.bedford@hud.govt.nz| T: 59 ('%\l 5\i,,,\\
15 Stout Street, PO Box 82, Wellin ‘, New ;eqi ~/
www.hud.govt.nz - L)

(& N
w MINISTRY OF HOUSING \t/ &

AND URBAN nwaomev Ny
“ =

From: Bob Jo n@}{ ] <Bob.Jo treasury.govt.nz>
Sent: Friday, No er 23, 20(8@: :
To: Anita Balakrishnan \\//
Cc: Jonathan Ayto [TSY]; [TSY]; Benno Blaschke [TSY]; Helen Huang [TSY]; Nigel Hubbard; Cade Bedford

Subject: RE: RIS for he mes standards

[IN-CONFIDENCE],/®
)
AN,
Hello Anita

Thanks for the revised RIA for review, and for the subsequent Cabinet paper s9@MOMW) . As a general comment,
both of the latter documents contain very helpful information, eg, on implementation, that we suggest should be
included in the RIA to ensure that it meets the QA criteria.

Comments

Our specific comments are as follows:

Section 1
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e \We suggest that the key limitations section needs to address some of the behavioural assumptions
identified in the supporting documentation — for instance that 50% of tenant households would
pursue the target temperatures (p23 of CBA), or that 75% of landlords will voluntarily comply with
the standard (p16 of budget bid).

Section 2

e There is repetition in this section that could be usefully addressed — 2.1 and 2.3 are essentially covering
the same ground. This may be a problem related to the template (which we are currently revising)
as much as anything. 2.1 should focus on the context of the issue, eg, things like size of the
market, the industry structure, social context, environmental state etc and wha&% happen if we
oblem, as is
we would

definition scattered in the sub-headings into a up ont statement-i e problem definition eg, the
reference under heating on p7 to 22% of rentghhomes’having . eating. This would help
explain the magnitude of the more vague (&‘ (S i

damp etc. -

event, this needs
regarding sm
these chan

Section 3

ose an outcome, eg, able to achieve the objective. Objectives should
icularso

eey ent potential ways of achieving the objective. Common examples of criteria
asibility, accountability, equity and fairness. We suggest that the criteria need to be

Section 4 Q
° Furthecomments in section 1, we suggest that some of the behavioural implications of the
t

Standards need to be highlighted more, eg, what will landlords do in terms of compliance? What will
be the effect better—off tenants as opposed to more vulnerable ones?

® The CBA uses two discount rates — of 4% (in line with WUNZ) and a variant of 6% (the Treasury standard).
We suggest that the RIA needs to clarify why this approach was used, particularly in light of recent
issues around the use of non-standard discount rates in CBA in MBIE.

Section 6

e Implementation is a crucial aspect of this proposal, and as the draft states, a big part of the problem
appears to be that landlords and tenants may not be clear about their obligations and
responsibilities. In that connection, the budget bid was very helpful. For instance, we suggest that
the RIA include more information on the:

o Information and education programme;
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0 heating compliance tool
o Enforcement programme — 2000 interventions etc

Provisional QA assessment

At the moment, we don’t think that the RIA meets the criteria of complete and convincing. However, there is
information to be found in the supporting documentation $9(2)(®)(iv) , Cabinet paper) that if incorporated in
the RIA would most likely lead to a ‘meets’ the QA criteria.

Given we have looked at two drafts now, | suggest it would be quicker, given your timeframes, if we were to meet
early next week to discuss. Please let us know when would be a suitable day/ . e’and we will t om there. I'm

not here Monday morning, but could do Monday afternoon after 2.00 or ~ ay apart fron{ 3<q .30 am and 2-
3.00 pm. \
Regards
& \
Q=
Bob \

From: Anita Balakrishnan <Anita.BaIakrishnan@hud&& >
Sent: Wednesday, 21 November 2018 10:57 AM < —
To: Bob Johnston [TSY] <Bob.Johnston@treasury. .nz>

Cc: Jonathan Ayto [TSY] <Jonathan. Avto@treas}w g)oX/t nz>; R
Blaschke [TSY] <Benno. Blaschke@treasuﬁg\v«t nz>; Helen l@ﬁg
Hubbard <Nigel.Hubbard@hud.govt.n
Subject: RIS for healthy homes stan
Importance: High

Y] <RIA.Team@treasury.govt.nz>; Benno
<Helen.Huang@treasury.govt.nz>; Nigel

Hello Bob,

Please find attached @our assess | believe we have considered and incorporated your earlier
comments from 1

Just FYI, folloﬁj ch up W@mster s office yesterday, our current timeframe is as follows:

e 21 November 5pm: t Cablnet paper to Minister and other agencies by 5pm

e 26 Novembe deadline for feedback and changes incorporated

¢ 28 Novemb: December: Ministerial/cross party consultation

e 5 Decemg ed for SWC consideration on 12 December, and Cabinet on 17 December.

Please let me know if there is anything requiring further action. Thank you for your help to get it to this
point.

Kind regards,
Anita

Disclaimer



Doc 2
Page 8 of 13

This email is confidential and solely for the use of the intended recipient. If you have received this email in
error, then any use is strictly prohibited. Please notify us immediately and delete all copies of this email
and any attachments. Any opinions expressed in this message are not necessarily those of the Ministry of
Housing and Urban Development.

CONFIDENTIALITY NOTICE
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you

are not an intended addressee:
a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733);

b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful
‘ ’,’;7 i>
<

Disclaimer
This email is confidential and solely for the use@
this email in error, then any use is strlctly Plea

all copies of this email and any attach
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From: Bob Johnston [TSY]
Sent: Friday, 7 December 2018 9:20 AM
To: 'Cade Bedford'
Cc: Claire Leadbetter; Jonathan Ayto [TSY]; 'Rodney.Harris@hud.govt.nz'; RIA Team
[TSY]; Ruohan Zhao [TSY]
Subject: RE: Healthy Homes RIA

[IN-CONFIDENCE] @ /7&
RS

Hi Cade &
Thanks for the opportunity to review the revised RIA on health@e standards. %
\\] %\

We are satisfied that this now meets the QA criteria. Q
i@approprl %th RIA itself, is as follows:

“The Treasury Regulatory Quality Team has revi egulatory ssessment (RIA) “Healthy Home
Standards” prepared by the Ministry of Housw(g\i an Devel nd considers that that information and
analysis meets the Quality Assurance criteria J

The QA statement for the Cabinet paper, and to inclu

0

O L

. T Eoposal is supported by Cost Benefit Analyses
prepared by the NZIER and the Mini velopment, which is summarised in the RIA. The

RIA identifies the key risks, such a(( htand | avioural assumptions underlying the analysis. The
analysis is constrained to the pw\e¥—s</e]1 bIed un Healthy Homes Guarantee Act, and is set out in the context

Good luck with it all at Ca mmittee nex% and have a good holiday break.

Regards %@ Q@

Bob and Jonath

From: Cade Bedford

Sent: Thursday, 6 r 2018 2:01 PM
To: Bob Johnston [ ;Jonathan Ayto [TSY]
Cc: Claire Leadbet¥eL j

Subject: Healthy Homes RIA

Hi Bob and Jonathon

We have amended the healthy homes regulatory assessment (changes tracked) to reflect your written and
verbal comments. We intend to lodge the paper by 3pm tomorrow and hope this delay in lodgement
allows sufficient time for you to reassess the RIA.

Thanks again for your time yesterday Jonathon. As discussed we have paid particular attention to the
limitations on options section and the risks and unintended impacts.
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Additions to these sections outline behavioral assumptions including additional information on
distributional effects and wider effects on the rental market.

For other requested changes | have reduced material where requested ie problem definition section. For
bullet point five we have not amended the counterfactual section as discussed yesterday. For bullet six
following your comments on the impact analysis tables we have made minor amendments that better
reflect our analysis of the options.

We have also made an addition to the compliance time frame options after receiving ministerial feedback.
This additional option differs from officials advice so is included as a r@ a differer&view.

Kind regards,

Cade Bedford

Policy Advisor, Tenancy & Rental Housing Quality
Ministry of Housing and Urban Development

E: cade.bedford@hud.govt.nz| T: 9K
15 Stout Street, PO Box 82, Wellington 61
www.hud.govt.nz

MINISTRY OF HOUSING
AND URBAN DEVELOPMENT

Disclaimer V \w
L S . iy R
This email is c@}i 1al and si the use of the intended recipient. If you have received this email in

error, then any use s strictly/p(fg d. Please notify us immediately and delete all copies of this email and
any attachments. Any opini h@ex;)‘ressed in this message are not necessarily those of the Ministry of
Housing and Urban De nt.




Doc 4
Page 11 of 13

From: Bob Johnston [TSY]

Sent: Friday, 7 December 2018 10:10 AM

To: Corwin Wallens [TSY]

Subject: FW: RIA QA on healthy home standards
Attachments: Deleted - Not Relevant to Request

FYI

From: Bob Johnston [TSY] @ @
Sent: Thursday, 6 December 2018 5:25 PM & @

To: Kelly Chapman [TSY]

Cc: Jonathan Ayto [TSY] O
Subject: FW: RIA QA on healthy home standards @
Hi Kelly @

More on this one. %

We were contacted by HUD on Wednesday to ifilwe would co
avoid a partially meets if at all possible $9(2(@)()

Interestingly, Claire at HUD mentioned t! d been called 0-a:Cabinet committee meeting to be quizzed on a
previous partial meets. @ @

$92)(0)0) %
$8(2(@)) : § f% :

They subsequentl revised hed).
Jonathan andforta t'they have done gets it over the line.

K

nsideration is as follows:

The revised QA statemen
“The Treasury Regul 'ty Team has reviewed the Regulatory Impact Assessment (RIA) “Healthy Home

C 1e Ministry of Housing and Urban Development and considers that that information and
y“Assurance criteria.

The proposal has been well consulted with key stakeholders. The proposal is supported by Cost Benefit Analyses
prepared by the NZIER and the Ministry of Housing and Urban Development, which is summarised in the RIA. The
RIA identifies the key risks, such as the tenant and landlord behavioural assumptions underlying the analysis. The
analysis is constrained to the powers enabled under the Healthy Homes Guarantee Act, and is set out in the context
of a wider number of related government initiatives .”

Jonathan — anything you would like to amend/add?

Regards

Bob
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