§ z’*?( MINISTRY OF SOCIAL
Wi\ DEVELOPMENT

TE MANATU WHAKAHIATO ORA

Date: Security Level: IN CONFIDENCE

To: t, Minister for Social Housing

Options for waitlisSt management and social housing and
emergency housi a

Purpose of the report

1 This report provides you with a package of options to alleviate pressure on the waitlist for
social housing and to increase the rgency and social housing places in
Auckland and other high demand areas.

Recommended actions
It is recommended that you:

1 note that the Ministry of Social Development re m ackage of eight complementary
options to help to reduce waitlist pressure that foc

e directly managing the waitlist to reduce demand%er social ing places
e increasing the supply of social housing places in are greatest demand
e alleviating emergency housing pressures

2  agree that the Ministry of Social Development will implement t ackage, subject to funding,
which includes:

Directly managing the social housing waitlist
e option one — using a targeted approach to intensive case manageme

housing waitlist

s 9(2)(f)(iv) Active Consideration\

agree / disga

e option three — encouraging targeted waitlist clients to move to alternative housing by
proactively providing conditional grants (Housing Costs Cover) of recoverable assistance
for bond, rent in advance and letting fees

agree /disagree
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agree /disagree

e option six stin nges to contracting frameworks through offering a Request for
Proposal for p er ly more social housing places in Auckland

agree /disagree

e option seven — enc ing ta
regions where the housing

d groups of clients in high demand regions to move to
and supply gap is lower

agree /disagree
Alleviating emergency housing pressures

e option eight — a package of options that alleviate pressure on emergency housing

including:
U an
%

o establishing a centralised register ig
properties or beds, to be manag

d of available emergency housing
dicated case managers

agree /disagree

o 189(2)(f)(iv) Active Consideration\

agree /disagree

o [892)(f)(iv) Active Consideration\

agree/disagree

o undertaking a medium-term review of Ministry of S
emergency housing support to ensure funding is ade

ee /disagree
Resourcing and funding implications
@
la

ial Dayelopment funding for
ate and well-targeted

3  note that the total estimated funding for 2014/2015 to implement options o
recommendation two is $3.267 million and $3.959 million in outyears, and th

e option three — Housing Costs Cover, although recoverable assistance, wo
additional pressure on Housing Support Products at a high end estimate of b .5
and $1.2 million

e option six — seeking new social housing places through a Request for Proposal will yesu

in an estimated additional $4 million paid out of the Income Related Rent Subsidy a
result of new contracting arrangements
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unding from existing initiatives to change the timing and pace of
the deliveryof th rogrammes, for example tenancy reviews or the Housing Support
Products

o bringing forward funding from existing initiatives and reprioritising it to fund new
initiatives, for ex

o seeking funding th B 2015/2016; this would involve delaying the
implementation of part e package until the second half of 2015

6  note that the Ministry of SociakDevelop t recommends the following approach to funding
the package:

o that $1.948 million to fund opti ven relating to managing the waitlist and
creating new social housing places be brought forward and reallocated from the
2017/2018 outyear for Housing Support Prod

7  note that if the approach outlined in recommendgiion six ig taken then funding for out-years
for the package, and to replace Housing Suppo ing brought forward for
2014/2015, will need to be sought from Budget

Next steps

8 direct the Ministry of Social Development to continue toWork with Treasury and the Ministry
of Business Innovation and Employment and report back abine rt of the November
report back to Cabinet.

agree / disagree

Anna Butler Date
General Manager
Housing, Income Support and Employment

Hon Paula Bennett

Minister for Social Housing Date
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social housing place because in high demand areas only those who
i ikely to be housed. In addition, emergency housing providers

diminishing.

5 In spite of these pressure
For example, in Auckland clients on the waitlist need one or two bedroom houses.
Trademe currently lists aroung, 500 one two bedroom homes that are available for $350 a
week or less'. With additional ré@sources/@nd innovative approaches, the Ministry of Social
Development can create more pathwa its=clients into the private rental market.

6  Other options are needed to help people who are on the waitlist and who need emergency
housing to find suitable housing.

There is pressure on the waitlist

7 The waitlist for social housing has nearly treble the
2,094 to 5,902 people at the end of August 2014

where there are:

rs since August 2012 from
itlist clients are in Auckland

o 3,339 total applicants, an increase of 1,072 from

o 1,649 priority A applicants, an increase of 611 from

8  Around 70 per cent of clients (nearly 2,400) on the Aucklan ithi eiving working age
benefits. Ninety per cent of the people being housed in Auckl
means that priority B clients have little chance of being offered
needed to help priority B clients into alternative housing options.

ropetty so other levers are

Demand exceeds supply of emergency and social housing

9 Nationwide, 516 people on the waitlist gave homelessness as their main reagen for applying
for social housing. In Auckland, homelessness numbers continue to increase. Thethumper of
applicants for social housing:

e indicating the main reason as homelessness has increased from 246 in April 2 63
in June 2014

e living in insecure housing (rough sleeping, camping grounds, cars, caravans, emaggency
housing, and garages) increased from 120 in September 2012 to 388 in March 2014.

' Listed at 23 September 2014. Areas include Auckland City, Manukau City, North Shore City, Papakura and Waitakere
City.
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er as a coherent package of support

M launch and learn approach and test responses to help MSD
or]

e are consistent wit D’s engd state goal of fully integrated housing and welfare
assistance.

e enable us
learn what

High impact on waitlist reduction and increasing emer

High impact on waitlist reduction and increasing emergency housing, high cost

(s 9(2)(f(iv) Active Consideration|

Create

emergency Provide

)(f)(iv) Active Cq

housing
register

supported
accommodation
foryouth on
waitlist

lIs 9(2)(f(iv) Activd Consideration|

Canterbury:
emergency
housing services
(eurrently being
considered)

Introduce
housing broker

Conditior
Grant to
waitlist clients
for financial
support
package

~

s 9(2)(f)(iv) Active Consideration\

s 9(2)(f)(iv) Active

Consideration|

" Enable clients
to opt-in to
move from

high demand

to lower
demand areas

Increase numbers
of tenancy
reviews

“est changesto
contracting
frameworksin
Auckland market
to seek new
social housing
places

s 9(2)(f)(iv) Activé Consideration| s 9(2)(f)(iv) Activk|Consideration|

Low impact on waitlist reduction and increasing emergency housing, low cost

Timeframe to implement: before end 2014:' first half 2015 - second half 20

11

12

13

From these, a package of eight options is recommended that builds on the |
approach MSD has taken since the transfer of functions and meets the above obj

Housing issues are complex and there is no one-size-fits-all solution to ensure people,are
able to access suitable housing. The package provides complementary forms of assistanc
that will work together to alleviate overall pressure on the waitlist through addressing so
housing supply, emergency housing pressures and waitlist management directly.

MSD has drawn on what has been learnt so far from the transfer of functions, and introduction
of the options and advice service, Tenancy Reviews and Housing Support Products (HSP).
The package will test effectiveness of options and help MSD to learn and adapt to ensure an
effective service.
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15

16

17

18

19

ys to alternative housing — creating a range of pathways for a client to
sustainable alternative housing using existing support, for example through
ugh assis e from a housing broker

e getting the
housing place

tween demand and supply — creating more supply of social

the housing system — ensuring that people are
ing, wherever possible and that social housing places are

e given a conditional grant letter for assistance with
o find an alternative house and be offered existing

MSD’s clients have difficulty accessing alte
the cost of housing, discrimination, lack of funding
being aware of the supports and options availab
that will help to manage waitlist numbers and pre
some of these barriers.

into employment and are streamed into WFCM. This option
s0 means that case managers prioritise WFCM clients who a
waitlist as they simultaneously focus on work and housing outc
that the client moves into employment and alternative housing wi
work.

assumption that they are spending 40 per cent of their income on housing ¢ .
once they move off benefit and into employment, their ability to afford a proper
with 59 per cent of affordable supply available.

these clients would be targeted under this approach.? Around 600 clients are in Aucklafd
around 90 in Christchurch and 90 in Wellington. MSD anticipates that 75 per cent of tho

2 Work Search Support clients would be moved into Work Focused Case Management to benefit from the intensive case
management approach.
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20 ion, of this option could begin a minimum of four to six weeks after decisions are

country because of the additional caseloads and requirements. It is likely
ese will be based in Auckland. An estimated $0.267 million would be
nd $0.2305 million in outyears to fund this option.’

21 ot impact on manifesto commitments to reduce the number of people on

r cent by 2847 as case managers will continue to work with the same clients

Option two — introduce hgusing brokers
22 The housing broker’s in_role be to support waitlist clients into alternative housing
and would include:

e building and maintaining¥elationships
landlords

ith housing providers, rental agencies and large

e providing information and brokerin
and sites

solutions and alternative options to regions

e targeting specific cohorts from the waitlist that m
housing

@y be able to move into alternative

e supporting clients to access alternative %ﬂ etain private market tenancies.

23 Initially clients who are priority B on the waitlist ig Auckl hristchurch and Wellington will

complex and they are closer
ight support. There are

24

25 This option could be implemented in a minimum of four to six weeks from isions are
made. MSD is proposing to establish 10 new housing brokers with at lea
Auckland where social housing supply and demand pressures are greatest.
recruit these people internally as the brokers will need to have extensive kn
forms of MSD assistance to effectively support clients. An estimated $0.689
needed to fund 10 new housing brokers in 2014/2015 and $0.847 million in outyear.

Option three — introducing a conditional grant letter for housing supports

26 This option represents a proactive approach to motivate clients to look for alternative hot
The letter (Housing Costs Cover) would outline a conditional grant of recoverable assistange

3 Costs include the costs of five additional case managers’ salaries and project resources.
* Costs include costs of 10 new housing brokers’ salaries and project resources.
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27

28

29

30

31

32

client cover bond, rent in advance and letting fees for alternative housing. These
would be paid directly to the landlord. The cover would state the maximimum amount of
t will be available to the client (subject to final approval when they have their

Housing
giving them
provides assi
house. Providi

issues and all clients wh
clients would be managed rt of outbound calling.

At the end of August there we
Wellington and Christchurch who do n
700 on the transfer waitlist. After im
letters within 30 to 40 days.

00 priority B clients on the waitlist in Auckland,
ave affordability issues (1000 on the waitlist and
these people would all potentially receive

ptential uptake. If 10 per cent of these clients
5 would be around 180 clients including

off the waitlist this would be around

As this is a new product it is difficult to estimate
move off the waitlist as a result of these letiefs
around 70 transfer clients. If 25 per cent of Client
450 clients, including up to 150 transfer clients.®

This option would take four to six months to imple
would need to be made to the HSP Ministerial We
Costs Cover. Costs to implement this option are esti
and $0.183 million for outyears.®

isions are made. Changes
to include the Housing

The Housing Costs Cover will result on additional pressur g. Based on the
range of estimated take-up in paragraph 30 above and the n thatall clients take the
full amount of assistance available to them, the high end esti i $0.500 and $1.2
million. However, this assistance will be recoverable. This is dis more detail in the
funding section.

Increasing Social Housing Places

Option four— supported accommodation for youth

33

There are already four supported accommodation houses for youth.” These ho
rent redirected from young people’s benefits for funding. This means that they ar
to remain viable. At least one house is currently in rent arrears.

® These estimates are based on waitlist current numbers as at September and do not account for flow. Clients with
affordability issues have been identified as those clients with a SAS level three or four for affordability.

® Costs include project and implementation costs.

" These are located in Invercargill, Tokoroa, Christchurch and Hamilton. Houses generally have four rooms, one
occupied by the house parent. Current arrangements are not funded and not reported on so MSD does not have
information on how many young people are in supported housing.
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34

35

36

37

e targeted in Auckland and Christchurch, with the aim of having an additional
one time, g supported housing. MSD estimates that this will result in an

ap e moving into supported housing each year.® Houses typically have
three young peop d se parent in residence.

This option would be i as Non-Government Organisations (NGO’s) access
suitable houses and halse mentors dnitial additional housing is likely to be available early in
2015. Funding of $0.12 14/2015 and in outyears would be required. This allows
for additional funding of $12 week per client in urban areas and $70 per client per week
in rural areas.

Option five — increase the numbers of T views

38

39

40

41

Tenancy Reviews have been underway since July 2014. Indications are that reviews are
working well to encourage people who are able togustain alternative housing to move out of
social housing. Of 120 clients who have starte ahancy Review process, 11 have moved
or have confirmed moving dates. Seven = moved out before they were contacted for
review. MSD suggests accelerating the pace of tenafity reviews. This will free up more social
housing places for those who need it most.

There are two options for extending tenancy revi
Cabinet in February 2014 for 2014/2015 [CAB Min
additional:

e 2000 reviews are commenced in 2014/2015 (makin
this would require further segmentation work and cons
groups:

o those ages 65 and over (293 tenants within the initi
o those with dependent children (974 tenants within the

o near market renters which would be those clients with an
data is available through the segmentation data).

¢ 1000 reviews are commenced in 2014/2015 (MSD’s recommended oftio
make the total reviews commenced 1,800) meaning all reviews could b
initial target group already agreed by you (market renters under 65 with

An additional 12 case managers would be needed to conduct an additional 1000 r y
July 2015 at a total cost of $0.390 million in 2014/2015.

Twelve additional case managers will enable MSD to commence 2000 more reviews than th
1,100 agreed by Cabinet for 2015/2016 [CAB Min (14) 6/17 refers]. This would mean a t¢la
3,100 reviews would be possible in outyears at an additional cost of $0.731 million per yea

8 Based on an average stay of nine months per person.
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42 er upcoming opportunities to consider targeting and review numbers beyond

2016 once MSD has more information on how reviews are progressing.

Opti i ek néw social housing places in Auckland

43 Some % g providers have indicated that they would consider providing new social
housint aifients if longer-term contracts were offered and there was a sufficient
guarant ' ome flow. There has also been interest from social venture capitalists

to provide pro es to Community Housing Providers (CHPs).

44 MSD proposes formally ng, through a Request for Proposals (RFP) process, whether
providers are w to 200 additional social housing places. In consideration for
that offer, MSD w ayment of Income Related Rent Subsidy (IRRS) for some
or all of those places fgr up to five years.

45 RFP processes are lik

Employment (MBIE). New es could bg available as early as March 2015. There would be
an additional cost of $0.020 million in 20

result of extra social places in Auckland. MSD
estimates that 200 additional placemeg equire approximately $4 million per year in
additional IRRS subsidy (The IRR p for 2014/2015 is $718 million). With more funding this
could be extended.

46 This option provides incentives for social housing ' pt to move from high demand
areas to alternate locations where more afforda vailable, for example through
offering them HSP or other products and services be matched to their optimum

47 This option will free up social housing in high demand
aware of the options and choices available to them. The
would like to move to be near relatives or for other reason
options open to them.

ile making sure that clients are
ber of clients who
of the support and

48 The opt-in option will be available to clients in high demand areas, i ing Auckland,
Christchurch and Wellington.

43 Initially MSD would offer the opt-in to clients on the social housing waitlist
transfer list) who do not have job search requirements. These are likely to b& non
beneficiaries and people receiving New Zealand Superannuation (NZS). i five pat cent of
waitlist clients in these groups opt to move to alternative housing in lower dethand areas this
would remove around 100 to 150 people from the waitlist.

ding the social

50 Communicating the opt-to-move option will be incorporated into existing case ma
approaches for waitlist clients. MSD’s client segmentation and demand and suppl
be used to provide information about housing markets for different groups of clients.
be available to case managers so they are aware of appropriate locations outside of high
demand areas, for example Auckland. There may be additional pressure on HSP produ
assist people with moving costs.

51 The opt-to-move option could be implemented within three to four weeks of the decision being

made. There would be one-off project and implementation costs of $0.169 million for
2014/2015.
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nd are reporting:

nd for theighousing (increases in waiting lists and people being turned away)
e (non-MSD)
deficit, with at feast

o difficulty moving péople thro
accommodation to ropriat

ent providers in Auckland has reduced and many are running in

the continuum of housing from emergency
-term accommodation.

Option eight — a package to al te emergency housing pressures

54

MSD is recommending a package of two
e aresponse for Auckland to help cal emergency housing pressures.

e asix month review to consider the adequacy of MSD emergency housing support funding
and whether it is targeted where it is needed

An Emergency Housing response for Auckland

55

56

57

58

59

60

There are two areas where the emergency hou
attention. These are Christchurch and Auckland.

gsi critical and needs urgent

On 28 July 2014, Cabinet agreed to a short-term ho
year period while the rebuild and repair of social hous continues, and the supply of
affordable rental properties increases. Details of the res
by the Ministers of Finance, Social Housing and Housing. e done in
Auckland.

MSD recommends that an emergency housing data base be e
provide up to date information on the number of emergency beds
given night. This would include available motel rooms.

vacant motel rooms and paying for them through Recoverable Assistance Paymenis.
records are kept as to how often these emergency measures are needed because of the
recoverable assistance payments are recorded.

s 9(2)(f)(iv) Active Consideration\
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61

62

63

64

65

66

67

ctive Consideration|

The emergency housin ta
Auckland’s emergency housj roblem discussed at a meeting in Auckland on 5 September
2014, attended by represen D, MBIE, the Auckland Council, Corrections,
HNZC and the Ministry of Health. The package would also serve dual purposes of quickly

MSD proposes to conduct a review of current
adequacy of current funding throughout the coun
review would take place over six months and MSD
May 2014.

ight be optimised. The
ck to you by the end of

Emergency housing is also funded through Vote Housin ing to Cabinet on a
review of Community Group Housing funding in October 2
funding currently goes towards emergency housing, so the o
implications for emergency housing in the medium to longer te
conducted with consideration to this review.

M review would be

Risks and unintended consequences

68

Full details of risks and unintended consequences are outlined alongside‘€agh option imithe
table attached as Appendix A. Key risks and unintended consequences for gdch egl of the
package are outlined below.

Managing the social housing waitlist

69

70

Housing needs assessment and its related functions including Tenancy Reviews and Waitlist
management are still a very new area for MSD. Any measures to reduce waitlist number
reliant on clients being able to access an affordable supply of housing. There is a risk th
spite of giving clients the tools and services they need to better compete in the private
housing market that only small numbers will be able to access alternative housing.

There is also a risk that providing clients with conditional approval letters for bond, rent in
advance and letting fees may result in:
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71

rse incentives for people to move onto the waitlist to access the package of

into unaffordable and unsustainable housing situations because of
fits of the package of assistance.

The risks @
recoverable
when movin
not have affor
anyway.

paragraph 70 will be mitigated through making the package

providing assistance that most beneficiaries would get from MSD anyway
he conditional approval letters to only priority B clients who do
s and those on the transfer list who have indicated they will move

Increasing social housing places

72

73

74

Options seeking to create new,
clients and low income ear
multiple tenants in the same

al housing places risk displacing other social housing
. The supperted youth model is an efficient housing model with
use. This gype of living arrangement is unlikely to be suitable

contracting process.

If client groups that providers propose to house
may be increased pressure on the IRRS fundin

s 9(2)(f)(iv) Active Consideration\

Financial implications of the package

77

The total cost of the package of options that MSD is recommending is $3.26
2015/2016° and $3.959 million in outyears as detailed below. There are also likely t
additional costs associated with the package which are:

e an additional draw on HSP funding resulting from the introduction of option three
Housing Costs Cover, (noting that this will be recoverable assistance) at a high en
estimate of between $0.500 and $1.2 million

® Costs are estimated from 1 December 2014 with the exception of Tenancy Reviews which is estimated from 1 January
2015. This is because Tenancy Review letters will not be sent to clients over the Christmas period.
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in Auc d, as discussed in paragraph 45

timated additional $4 million paid out of the IRRS subsidy as a result of new
ntracting arrangements proposed under option six — seeking new social housing places

Option Additional Additional

costs for costs for
2014/2015 outyears
$ million $ million

Directly managing th

Intensive case ma -focused case management clients $0.267 $0.305

Five additional case

Project cost

Introduce a Housing Bro $0.689 $0.847

10 new housing brokers

Project cost

Conditional grant letter for a for waitlist clients $0.248 $0.183

Three additional technical office

Project cost

Total estimated cost $1.204 $1.335

Increasing social housing places

Youth — supported accommodation for yéuth aged 18-19 who are on the ~ $0.120 $0.120

waitlist

Increase the number of tenancy reviews $0.390 $0.731

/An additional 1000 tenancy reviews for 2014/2015 requiring 12 additional

case managers

Seek 200 new social housing places in Auckland $0.020 $0.020

Project cost

Move clients from high demand to lower demand areas $0.169 -

Project and implementation costs

Contracting costs $0.045 $0.020

Total $0.744 $0.526

Alleviating emergency housing pressures

Medium term review of MSD funding for emergency support for at risk additional |

families cost

s 9(2)(f)(iv) Active Consideration\

Establish a database of emergency beds in Auckland including motel ro 8 $0.122

Establish two case manager roles

Set up cost

Project cost

Funding for motel rooms for critical emergency accommodation in Auckland|$0. 0.780

(based on 20 people a week for up to five days each and average cost of

$150 a room and for 34 weeks from November in year one)

Total $1.319 $2.09

Estimated total additional funding needed $3.267 milli $3.959 million

Potential impacts of the package on Housing Support Products funding

78 A number of these options rely on the provision of additional support to clients. ThiSimea
that there is likely to be increased use of HSP. Funding has already been allocated fop,HSP a

follows:
2014/2015 2015/2016 2016/2017 2017/2018
$1.000 million $1.800 million $2.600 million | $2.600 million

79 Since July around $63,000 has been spent on HSP, indicating there is some capacity to
absorb any additional costs from the package identified in this paper including the proposed

Options for waitlist management and social housing and emergency housing places
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oactive approach that would be taken. MSD estimates that the take-up
2d housing cost cover for the remainder of 2014/2015 would range

nd letting fees of one week; and

iority B clients and a quarter of all transfer clients moved into
d four weeks bond, two weeks rent in advance and letting

81 These are high end esti
the basis of all of the assist
of B waitlist and transfer clie
target areas of Auckland and

Funding options

Support Package

e bringing forward some funding from existing initi
initiatives, for example housing brokers

e seeking funding through Budget 2015/2016 which wo ing the
implementation of parts of the package until the secon

83 Treasury have advised that the Between Budget Contingency jeet to competing
pressures from other government priorities including housing re

84 If you want to have options in place before Budget 2015 there are two pot
additional funding could be drawn from outside of the Between Budget C
include the agreed HSP funding outlined in paragraph 77 and funding that'h
for Tenancy Reviews based on approximately 800 reviews in the first year a
each year in outyears:

2014/2015 2015/2016 2016/2017 | 2017/2018
$0.402 million | $0.736 million | $1,398 million | $1,339 million

'% This is based on figures at end of August with 5,902 priority B clients on the waitlist nationwide. Of these around 2,900
had affordability concerns. Assumptions are that clients would need bond for median quartile market rent based on
MBIE data and they would access four weeks of bond, two weeks of rent in advance and one week of letting fees.
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87

88

89

Next steps

90

ear one (options one through to seven).

you discuss the potential to fund $1.319 million for the emergency
tion eight) from the Between Budget Contingency with the Minister of

Finance.

If funding is brought f d it will be necessary to seek additional funding for outyears in

Budget 2015 and ing that was brought forward from the HSP appropriation. It
may also be necessa
significant increase in fthe use of ISP as a result of the package.

There is a risk if you bri
a bid for outyears (for the p e and including replacing HSP funding that was reallocated)
may not be successful in B risk includes that funding will not be available to
continue the employment of 3 taff that will need to be employed to enable
delivery of the package in 2014/2015.

Alternatively, you may want to delay'implementation of the package and seek full funding for it
in Budget 2015.

Subject to your decisions, the Ministry of Social
Treasury and MBIE and report back to Cabinet
on the Housing Assessment Transfer implementa
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