
   

The Treasury and  
Office of the Minister of Finance 

Budget 2019 Information Release  
August 2019 

This document has been proactively released by the Office of the Minister of Finance on the Treasury website at  
https://treasury.govt.nz/publications/information-release/budget-2019-information-release 

Information Withheld 
Some information in this document has been withheld under one or more of the sections of the Official Information Act 1982.  

Key to sections of the Official Information Act 1982 under which information has been 
withheld: 
Good reasons for withholding the information exist, as the making available of that information would be likely 
to: 

[1] prejudice the security or defence of New Zealand or the international relations of the Government 
of New Zealand 

6(a) 

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

6(c) 

[23] 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) 

Withholding the information is necessary for the following reasons and is not outweighed by other 
considerations, which make it desirable in the public interest to make it available: 

[25] to protect information where the making available of that information would be likely unreasonably 
to prejudice the commercial position of the person who supplied or who is the subject of the 
information 

9(2)(b)(ii) 

[31] to maintain the constitutional conventions for the time being which protect collective and individual 
ministerial responsibility 

9(2)(f)(ii) 

[33] to maintain the constitutional conventions for the time being which protect the confidentiality of 
advice tendered by Ministers of the Crown and officials 

9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank expression of opinions 
by or between or to Ministers of the Crown or members of an organisation or officers and 
employees of any department or organisation in the course of their duty 

9(2)(g)(i) 

[37] to enable a Minister of the Crown or any department or organisation holding the information to 
carry out, without prejudice or disadvantage, negotiations (including commercial or industrial 
negotiations) 

9(2)(i) 

[38] to enable a Minister of the Crown or any department or organisation holding the information to 
carry on, without prejudice or disadvantage, negotiations (including commercial or industrial 
negotiations) 

9(2)(j) 

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

Copyright and Licensing 
Cabinet material and advice to Ministers from the Treasury and other public service departments are © Crown copyright but 
are licensed for re-use under Creative Commons Attribution 4.0 International (CC BY 4.0) 
[https://creativecommons.org/licenses/by/4.0/]. 

For material created by other parties copyright is held by them and they must be consulted on the licensing terms that 
they apply to their material. 

Accessibility 
The Treasury can provide an alternate HTML version of this material if requested. Please cite this document’s title or 
PDF file name when you email a request to information@treasury.govt.nz. 



 

 

Treasury:3544113v1 

 

Treasury Report:  Funding Options for the Housing and Urban 
Development Package in Budget 2019 

Date: 29 March 2019 Report No: T2019/943 

File Number: MS-9-1 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Grant Robertson) 

Agree to discuss a revised Housing 
Budget package with the Minister of 
Housing and Urban Development. 

 

As soon as possible 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

 Graduate Analyst, Housing 
and Urban Growth 

 

(wk) 

N/A 

(mob) 

 

Tom Hall Manager, Housing and 
Urban Growth 

 

(wk) 

 

(mob) 

 

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

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 
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Treasury Report: Funding Options for the Housing and Urban 
Development Package in Budget 2019 

Executive Summary 

This report provides advice on how to consider amending your Budget package in light of the 
Housing and Urban Development Budget package (‘Minister Twyford’s package’) provided to 
you by Minister Twyford in a letter on the 28 March. You are taking an in-principle draft 
Budget package to Cabinet committees on the week starting 1st of April.  
 
This advice has been prepared at pace, with less than a day to consider the letter. The 
numbers in this report are subject to further assessment.  
 
Minister Twyford’s package seeks a total of over the forecast period. This 
compares with  in the current draft of your current draft Budget package. Minister 
Twyford’s package is focused on  Transitional Housing, 

 and other smaller initiatives. 
 
Options for the Housing and Urban Development Package for Budget 2019 
 
1. You have three high level options: 
 

a)  Fund Minister Twyford’s package, and either increase the quantum or      
change the composition of your Budget package; 

 
b)  Scale Minister Twyford’s package (two variations); 
 
c)  Keep the current draft Budget package. 

 
Option 
 

2019/20 2020/21 2021/22 2022/23 Total 

1. Minister Twyford’s Package 
2a. Minister Twyford’s Package Scaled 
(higher delivery risk) 
2b. Minister Twyford’s Package Scaled 
(lower delivery risk) 
3. Your Budget package 

opex and 

capex 
(  

total) 
 
Note: Option 1 is  higher than set out in the Minister’s letter as the latter did not include the following 
initiatives which are currently in your draft package: HUD capability, Pacific Financial Capability Services and New 
Bond Tenancy System. 
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The three high level options are: 

Option 1: Fund Minister Twyford’s Package 
 
This aims to  and 

. This will cost over the forecast period. 
 
Option 2: Scale the package 
 
Option 2A: Homelessness focus (higher delivery risk) 
 
If you wish to focus on addressing homelessness with less use of motels, then you can 
prioritise Transitional Housing and Housing First alongside previously 
supported programmes. This would not include funding to 

, as the target groups for these programmes do not 
have as great a need as the homeless. This will cost  over the forecast period. 
 

 
Option 3: Maintain your draft Budget package 
 
This option will retain the funding you are proposing in your current draft Budget package. 
 
If the Government wishes to expand its Housing Budget package beyond Option 3, we 
recommend Option 2B as it balances the Government’s focus on homelessness with delivery 
risk and fiscal cost. 
 

Recommended Action 

We recommend that you: 
 
• agree to discuss a revised Housing Budget package based on Option 2B above with 

the Minister of Housing and Urban Development. 
 
  Agree/disagree. 
 
 
 
 
 
 
 
Tom Hall         Hon Grant Robertson  
Manager, Housing and Urban Growth     Minister of Finance 
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Treasury Report: Funding Options for the Housing and Urban      
Development Package in Budget 2019 

Purpose of Report 

a The purpose of this report is to provide you with advice for a discussion with Minister 
Twyford on his proposed Housing and Urban Development portfolio package for 
Budget 2019.  

2. Minister Twyford has sent you a letter outlining a Budget package (‘Minister Twyford’s 
Pacakge’) totalling across the forecast period. Minister Twyford’s package 
is focused on  Transitional Housing,  and 
other smaller initiatives.  

Background to the Revised Budget Proposal by Minister Twyford 

 
3. Minister Twyford has presented a revised Housing and Urban Development Budget 

package, 
  

4. Minister Twyford’s Package seeks a total of  over the forecast period. The 
current Housing and Urban Development portfolio draft Budget package is a total of 

 over the forecast period.  

5. The draft Budget package focuses mainly on homelessness and those at the lower end 
of the housing continuum. It expands the Housing First baseline and provides capital to 

to maintain a baseline 
of 2,873 places. There are a number of smaller initiatives which assist in the prevention 
of and response to homelessness. 

6. In providing you this advice, we are also aware that: 

• 

• 

• Key housing goals Ministers have articulated include increasing the supply of 
public and transitional housing, supporting potential first-time home buyers into 
home ownership, increasing the minimum standards of the rental stock, and 
reducing house prices through increasing the supply of urban land; 

7. The key differences between your draft package and Minister Twyford’s package are 
the increase to the transitional housing programme, 
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Minister Twyford’s Proposed Package  

 
8. The table below summarises the key differences between the your draft Budget 

package and Minister Twyford’s package: 
 

Initiative Minister 
Twyford’s 
Package 

Current 
Draft 
Budget 
Package 

Key Differences/Comments 

Expansion to 
Transitional 
Housing  

$149m 
(opex) 

$134m 
(capex) 

This will fund an additional  places, which will be a 
mix of permanent and contracted motel places.  

The current draft Budget package will fund a baseline of 
2,873 permanent places.  

Housing First $193m Both packages will fund the maintenance of the Housing 
First baseline, as well as an expansion of 1,000 new 
places in Auckland and 50 in Wellington. 

 

Expansion of 
Housing 
Support 
Products 

This initiative has been scaled in the current Budget 
package, and is scalable to a lower or higher amount. 
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MSD 
Resourcing – 

 case 
managers 

- This is a new component to the Housing package. It is 
additional to the current MSD cost pressure initiative for 
increased case managers. 

HUD 
Capability 

No difference.  

HUD 
Capability – 
additional 
Resourcing 

This is to fund further capability needed to 
 – this is on top of the existing HUD capability 

funding of  in the current draft Budget package. 

Pacific 
Financial 
Capability 
Services 

$2.6m* $2.6m This initiative was endorsed by the meeting of Ministers 
for Pacific Peoples. 

New Tenancy 
Bond System 
– Phase 2 of 3 

$1.5m* $1.5m This initiative is led by MBIE.  

Total  

Total of all 
housing 
initiatives 

 

* These initiatives are not in Minister Twyford’s package but they are part of the current draft Budget package and 
we recommend they are funded. 

** This does not include the funding in the current draft Budget package for HUD capability, Pacific Financial 
Capability Services and the New Tenancy Bond System. 

9. The draft Budget package does not provide funding for additional public housing 
places, or any new transitional housing places above the current baseline of 2,873 
places. Therefore, if Ministers want to increase the supply of Public and Transitional 
Housing places through Budget 2019, further investment will be needed in these two 
areas. 

10. The draft Budget package also does not provide funding for the  
 

Analysis of Homelessness Spending Initiatives 

 
11. Minister Twyford’s current proposal totals  over the forecast period. This is 

inconsistent with the fiscal management of Budget 2019 in light of significant cost 
pressures across other Government portfolios.  

12. Given fiscal constraints, we have considered a way forward in light of: 
• Relative priority of initiatives, both in light of the Government’s priorities, and 

wellbeing analysis; 
 

• The cost of the initiatives and the Budget allowance; 
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• Feasibility of delivery, including both the current state of the proposal and of the 
construction sector; and 
 

• The pros and cons of scaling and/or delay of significant initiatives. 
 
The revised  Transitional Housing initiatives represent a significant 
investment that could be infeasible given the constraints in the construction and 
housing sectors 
 
13. Ending homelessness is a key Government and wellbeing priority. 

14. 

15. 

16. Minister Twyford’s package proposes a substantial increase to 
Transitional Housing, with  additional places, respectively. In the case 
of Transitional Housing, this represents 

.  

17.  

18. Past experience with Public Housing, Transitional Housing and Housing First is that 
there are repeated cost escalations for maintaining existing places, limited ability to 
deliver on net additional new builds, and the current policy settings are not fit-for-
purpose to bring on supply. The Minister proposes a “first principles assessment of our 
emergency housing policy response”.  

19. In our previous bilateral advice (TR2019/527), we raised concerns around the sector’s 
ability to deliver a substantial increase to these three programmes and advised against 
funding an expansion above what was recommended. 

20. 

 

There are uncertainties around whether the Minister Twyford’s package will be able to 
 

 
21. 

[33]

[33]
[33]

[33]

[33]

[33]

[33]
[33]

[33]

[34]



 

Treasury Report: Funding Options for the Housing and Urban Development Budget 2019 Package Page 8 

 
22. 

23. There are several issues with using motels in the Government’s homelessness 
response, which have been covered in the media and by the Prime Minister. These 
issues include: 

• Motels are expensive; 

• Some motels are of poor and unacceptable quality; 

• Motels do not include support services for client families staying in them, unlike 
Transitional Housing places; 

• Motels are too small and cramped; 

• Motels are not permanent housing, and do not provide a base from which client 
families can address problems that may have contributed to becoming homeless 
or lead their lives. 

24. Some of these issues are not limited to motels, and are also present in Transitional 
Housing.  

                                                
1 Transitional housing was intended to be a response to slow public housing build times. However, it has encountered similar 

constraints as public housing and HUD has also had difficulty bringing on transitional housing supply as fast as required. 
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Analysis of Other Spending Initiatives 

35. The remaining initiatives in Minister Twyford’s package represent initiatives that do not 
directly address the issue of supply, but represent worthwhile initiatives which require 
investment through Budget 2019. However, these initiatives are all scalable: 

•  

• Expansion of Housing Support Products: this is currently in your draft Budget 
package and we recommend keeping it at this level instead of increasing to the 
full amount in Minister Twyford’s package. 

• 

• 

• MSD Resourcing for Additional Case Managers: Given the additional demand 
this will place on MSD, we support funding the associated case managers to 
ensure the frontline is adequately resourced.   In the time available, we have not 
been able to determine the exact resourcing required, although housing is a time-
intensive activity for case managers.  

• HUD Capability: In your current Budget package, HUD capability is funded at a 
total of . If a significant expansion to  Transitional Housing is 
agreed to in other parts of the Housing package, HUD requires an additional 

 to resource this. 
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Summary of Options for Scaling the Housing Package 

36. You have three high level options: 
 

a Fund Minister Twyford’s package, and either increase the quantum or change the 
composition of your Budget package; 

 
b  Scale Minister Twyford’s package (two variations); 
 
c  Keep the current draft Budget package. 

 
Option 
 

2019/20 2020/21 2021/22 2022/23 Total 

1. Minister Twyford’s Package 
2a. Minister Twyford’s Package Scaled 
(higher delivery risk) 
2b. Minister Twyford’s Package Scaled 
(lower delivery risk) 
3. Your Budget package 

opex and 

capex 
(  

total) 
 
Note: Option 1 is  than set out in the Minister’s letter as the latter did not include the following 
initiatives which are currently in your draft package: HUD capability, Pacific Financial Capability Services and New 
Bond Tenancy System. 
 

37. The three high level options are: 

Option 1: Fund Minister Twyford’s Package 
 
This aims to

 This will cost  over the forecast period. 
 
Option 2: Scale the package 
 
Option 2A: Homelessness focus (higher delivery risk) 
 
If you wish to focus on addressing homelessness with less use of motels, then you can 
prioritise , Transitional Housing and Housing First alongside previously 
supported programmes. This would not include funding to 

 as the target groups for these 
programmes do not have as great a need as the homeless. This will cost 
over the forecast period. 
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Option 2B: Homelessness focus (lower delivery risk) 
 

 
Option 3: Maintain your draft Budget package 

 
This option will retain the funding you are proposing in your current draft Budget 
package. 

Next Step 

38. We recommend that you discuss a revised Housing Budget package based on Option 
2B above with the Minister of Housing and Urban Development. 
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