MINISTRY OF SOCIAL
DEVELOPMENT

TE MANATU WHAKAHIATO ORA

On 3 February 2020, you emailed the Ministry of Social Development (the Ministry)
requesting, under the Official Information Act 1982, the following information:

s A copy of the Regulatory Impact Statement (or anything that has the same
purpose as a RIS but under a different name) circulated prior to Temporary
Additional Support being passed into law.

Temporary Additional Support was introduced in 2006, replacing the Special Benefit,
which was highly discretionary, with a rules-based payment. Temporary Additional
Support exists as a last resort to meet costs which cannot be met from another
source.

Attached is the Regulatory Impact Statement provided to Cabinet in 2004 when the
introduction of Temporary Additional Support was initially agreed to as part of a
wider suite of reforms to the welfare system.

Another attachment to the Cabinet paper is also provided as this contains contextual
information regarding the change from Special Benefit to Temporary Additional
Support and the impact of the change on Special Benefit recipients.

Please note that the information contained in these documents refers to the Special
Benefit at the time of the change. This does not necessarily reflect the current
administration of Temporary Additional Support. You may be interested in the way
Temporary Additional Support is currently calculated, which is publicly available
here: www.workandincome.govt.nz/map/income-s xtra-help/temporary-
additional- ort/calculating-the-rate-of-payment-01.htmi.

The principles and purposes of the Official Information Act 1982 under which you
made your request are:

e to create greater openness and transparency about the plans, work and
activities of the Government,

e to increase the ability of the public to participate in the making and
administration of our laws and policies and

« to lead to greater accountability in the conduct of public affairs.

This Ministry fully supports those principles and purposes. The Ministry therefore
intends to make the information contained in this letter and any attached documents
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available to the wider public. The Ministry will do this by publishing this letter and
attachments on the Ministry of Social Development’s website. Your personal details
will be deleted, and the Ministry will not publish any information that would identify
you as the person who requested the information.

If you wish to discuss this response with us, please feel free to contact
OIA Reguests@msd.govt.nz.

If you are not satisfied with this response regarding the introduction of Temporary
Additional Support, you have the right to seek an investigation and review by the
Ombudsman. Information about how to make a complaint is available at
www.ombudsman.parliament.nz or 0800 802 602.

Yours sincerely

Policy Manager, Income Support Policy

Page 20of 2



BUDGET : SENSITIVE

Appendix §
Special Benefit

104 Spscial Benefit slleviates financial hardshio by providing discretionary financial assistanca to
people with special needs or abnormally high levals of commitments whose ongoing needs
cannot be met from their regular income.

Family Support related changes to Special Benefit

105 The increase in Famity Support will direclly address hardship amongst the beneficiary
population with children and will therefore reduce the need for extra assistance through
Special Benefit. It is therefore appropriate for adjustments io be made to the levelof Spoclal
Benefits being paid to families o reflect their increased Family Suppar. This will require a
policy change because Family Support is currently not charged s [ncome in the, assassmem
of Special Benefit.

106 We therefore propose 10 include Family Support as income in the a:aemnent of Specsal
Beneft and to standardise the amount allowed in the 3ssessment for fhose with children to
cover basic living costs. The standard costs will be: set at 70% of lhe ‘applicant's unabated
main benefit and unabated Family Support cnmhi'\ed

107 We also propose that, for those with duldrbn. rate of Special Benefit is generally fixed at
the amount of the defitiency between income and costs, ot 25%. of the applicant's aliowabile
costs, whichever is the lower A1 prasent; the rate of Special Benefit ia generally fixed at the
amount of deficiency between income ‘and costs, 0r.30% of the applicant's allowable costs,
whichever is the lower. About 23% of Special Benefits:paid to those with children ere paid at
the rate of 30% of allowable costs. ' Unless this 30%.rile is changed these families will not
have their Special Benefit idjmted fo recognise their.improved financial position as a resukt of
increased Family Support Payments and would therefore be treated more favourably than
other recipients. - _

108 Thawwadmdwﬂoﬂfrmm thﬁ%ofaﬂowahhcastsmn fixing the rate of 2 Special
Bmeﬁtnﬂlonlymplvhmeﬁﬁ%,ofwmmcmidren Although not involving a change
in legisiation, this different tréatment is prima facie discrimination on the ground of family
mwmkuﬁwthulhnm]ustﬁed in terms of section 5 of the New 2ealand Bill of
R:ghtaAamb

108 'Fheae new rules will app!rto all new applications for Special Benefit received on or after 1
Aprit: 2005, and for-existing cases as they come up for their three or six monthly review on or
after that date (6r earlier on a change of circumstances). Individual clients will be informed in
writing at the fime af the increases in Family Support that the next time their Special Benefil is
revmyaﬂ tﬂ! raib 'will be adjusted having regard to the increass in their Family Support.

110 These thmges to Special Bensfit will result in savings of $5.5 miflion in 2004/05, $21.8
. mmibn In 2005/08, $26.2 million in 2006/07 and $25.6 million in 2007/08,

111 We also propose to include the new In-Work Payment as income for all new applications and
‘existing cases as they come up for review on or after 1 April 2006. Thiz will generate
additional savings of $3 million a year. Further propased Family Support increases in 2007
will automatically be taken into account under the new rutes.
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Impacts

112 The cambined impact of the Special Benefit praposals is as follows:
Table 12: Combined Impact of Special Benefit proposals

jal recipients with children Impact 8, Affocted
L.HMMLMM 31,218 78%
| Average amount of reduction $13.43 2 weer | -
Average Famil Suppon neresss o bongioaries $27.51 aweek | -
| Number of Spécia! Benefts mapinally increased by change | 8,671° (2% AN
Number of Special Benefits which will require individua! case | 1,206 3% '
| management o avoid any overal 1085 of income ' -
* Over 80% of these a7¢ sole parents with one child who would receive an mcrease In thewr Special Benefit of Motl'la-lwqﬁ
This @ beciuse the impact of includng Family Support s incoms o offset by the stendard jiving costs maving from 60.5% of

the mawn benefh bo manammmnmhhdtmiywm

113 The Family Support related changes will reduce 78% of the. Special Benefits being paad to
those with children {i.e. 31,218 cases) by an aversge of $13.43 a week, compared with the
average increase in Family Support for beneficiaries of $27.51 a week People withoutff)
children on Special Benefit will be unaffected. Elqhty-mmdﬂnaﬂ'ea-d clients will
be sole parents and 18% couples with children,

114 In no case (including cases where disabliity costs nmmmdhw&miam
asgessment) will the amount of the reduction exceed the increase the household will receive
in their Family Income Assistance from 1, April 2005 (after taking into account the proposed
removal of the child component of henefits from that dats), The proposals will have nc impact
on Special Benefit recipients: without.children.. A.small minority of cases (3%) will require
mdmdmlcaumnagmtnmuremuﬂwmhcthnhMSmafBemﬂtdaaml
exceed the overall increase in their family mcnme assistance from 1 April 2005,

FmﬂeCﬁmthMﬁmiwm

115 As noted in paragraph 104 above, the purpose of Spectal Benefit is to alleviate financial
hardship by providing discretionary szsistance 10 people with special needs or abnormally
high levels of financial commitments whose ongoing needs cannot be met from their regular
income. Inatead of last resori assistance {0 a small minority of beneficiaries. the benefit has
increasingly; over the last' 18 months, become a general income top-up. The average grant us.
mlﬁﬁnmk and. the number in force has burgeoned from 18,718 at 26 July 2002 to
45,692:!2?Fnbmnry2004(anmmofowr1?0%m 18 months). The number of

is estimated to continue to grow. The ratio of working age beneficlaries receiving
Spacial Beneﬂll;nmna compared with 1:23 in August 2002,

116 While the-escalating number of households receiving the benefit has played a critical role in
responding fo individusl cases of hardship, it has highlighted the following fiscal, legal,
dd}velyand policy risks:

0'.' ' annual expendiiure on the benefit has risen rapidly since mid 2002. Expenditure is
estimated in DEFU 2003 to reach $176.2 million by 30 June 2005 compared with $49
miilion in 2001/02 and $83 million in 200203

o the highly discretionary nature of the benefit results in inconsistent decision making.
Decisions are frequentty being challenged through the review and appeal system and
through the courts

s administration of the benefit is staff intensive and the escalating number of benefits has
put increased pressure on administrative resources. Processing applications and regular
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reviews of existing benefits are impacting on the amount of time available to MSD staff to
administer other services, including employment services

¢ rezearch indicales thal Special Benelfit is a relatively poor instrument for addressing
hardship

« because the benefit is available at high monetary rates, and is subject to a dollar for
dollar abatement for eamed income, itis reducing work incentives.

117 Though the proposed Family Support related changes above will reflect the increase in

Family Income Assistance, these changes will not directly address the ongoing risks around
Special Benefit. Without change these risks will persist, and probably increase. as the
number of Special Benefits n force continues to escalate, We propose the fo!iomng short-
term changes to address the issues outlined in paragraph 116 above:

Rules based approach

118 When Special Benefit was first introduced in 1975, it was mly takan up by a small number of

recipients, making it feasible for grants to be discretlonary and based on the individual
circumstances of each case. This discretion was administered icentrally to ensure
consistency of decision making across the country. Greatly increased volumes, however,
necessitated the decentralisation of the provisiorf (0°a local level. The continued rise in the
number of benefits has made it increasingly difficult to achieve consislency in a discretionary
decision-making environment  Discretionary dedisions are freQuently being challenged
through the review and appeal system andthrough the Coum

119 A rutes based approach is required {0 ad'ﬂeve conmﬁm“cy of decision making, to make the

120

process more transparent and to reduce the legal risk of policies being overtumed because
they fetter discretion. The circumstances of Special Benefit applicants vary from case fo case
and some measure of discretion end judgement, istappropriate lo determine whether the
particutar circumstances of-an.applicant wacrant.a grant. However, this could be effectively
schisved at the formula-assessment stagé by deciding which costs to alow n the
assessment. Well déveloped stringent rules ground essential outgoings would ensure that a
formula deficiency. s 8 frue reflection of a cllumt s financial situation.

We therefore-propase to replace Spe ‘Benefit with a new rules based benefit, including a
requirement _to grant assistance if there is a defidency between income and essential
commiiments: This proposal may have implications for the health sector, particularly for Vote
Health funded services for people with disabilities. We will therefore be consulting with the
Ministry. of Health, and, niher relevant departments, on the proposed design of the new ruies

. besed benefil.

121

R will be impoﬂim fo preserve the temporary nature of Special Benefit and the existing
obligations on ﬂmprer&s to actively seek ways to reduce their costs or increase their income.
Officials, vn’ﬂ a further report back to the Minister of Finance and the Ministar for Social
 and Employment on how this will be achiaved in the rules based environment,

45‘ 20 Aprii 2004. This report back witl also cover the possible need for a residual discretion
and for a more comprehensive case management approach fo reinforce the client's

| abligations. We will consult with other relevant departments as appropriate, including the

Ministry of Health.

snga 1o herdship assessment

122 As noted in paragraph 116, research indicates that Special Benefit is a relatively poor

instrument in addressing hardship. This is largely due to the fact that the existing assessment
tool does not provide a reglistic measure of the fikelihood that a household is experiencing
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123

124

125

financial hardship. The means of assessing housing costs in particular has meant thet some
clierts with only a very small deficiency are receiving tha benefit.

Applicarts for the Accommodstion Supplamsent and Housing New Zealand Corporation
tenants are expecled to spend the first 26% of their income on accommodation costs. The
effect of the present assessment of hardship can be that Special Benefit pays some or all of
these costs rather than the applicant. In effect this circumvents the policy intent of the
Accommodation Supplement and Income Related Rents.

Histonically, this issue was addressed by imposing a standard deduclion requirement that
Special Benefit applicants have a deficiency between income and cosis of at least $45 a
week before qualifying for the benefit. This amount was subsequently reduced until its
abolifion in 2000. The policy objective underpinning this approach was to irntt paymant of the
benefit only to applicants with a significant gep between their income and costs.

A comprehensive review of hardship provigsions is pmpolﬁd'i’urthzofmeFm
Directions project. We will consuit with relevant departments on the proposed work
programme for this review, for report back to joint Ministers by 30 July.2004. In the interim,

we propose imposing an accommodation loading ©f $20 a week. Unlike the m:ndn"

deduction, this would directly reduce benefits by $20 a week for all' recipients with
accommodation costs, not just those with a, rmmry small deficlency. This approach will
ensure that all recipients make some contribulion1o their accommogdation costs from their
regular income, and would be consisient with Acmrmdatian Supplement and Income
Retated Rents policy. This proposal also directly addresses resesrch findings that there are
clients with only a very small deficiency receiving Special

Limiting rates

126

127

128

Currently, subject to discretian, the rate of Special Benefit is generally fixed as the amount of
deficiency between income and commitments or 30% of the applicant's allowable costs (25%
for those with children. from 1 April 2005); whichever is the lower amount. There is, however,
no monetary upper limit; which has resulted In a number of beneficiaries receiving higher net
incomes than many full-time members of the workforce, reducing incentives for them to move
into employment. /New Zealand is the only country we are aware of that has an open-ended
hardship provision~ About 8% of recipisnte (aboul 3,600 househclids) are receiving Special
Benefit of over $100 a waek.

Ve propose setting an upper.limit of 30% of the applicant's parent benefit. This would help i

alleviats _the incentives lesue by preventing beneficiaries receiving inappropriate levels of
assistance, but continue &0 provide a reasonable maximum leve! of assistance. For example,
based on cuﬂ'enibpnoﬁt rates, it would result in a limit of $75.78 a week far a person on
Domestic Purposas Benefit with two or more dependent children. Almost 80% of Special
Benefits ara paid atless than $75 o week.

Scme ciimts with a high Special Benefit have a large deficiency resulting from disability costs
In e¥cess of the maximum rate of Disability Allowance (about 11% of Special Benefits have
disabllity costs included in their assessment). This reflects a number of factors, including the
fimitations of the existing Disability Allowance. These issues will be considersd in the review
of sickness and disabiity social assistance, which is proposed as part of Phase 2 of the
Future Directions project. Grandparenting provisions will protect existing recipients. The
report to Joint Ministers by 30 April 2004 (referred to in paragraph 121) will also cover the
need for a residual discretion to exceed the 30% of main bensfit limit if the applicant has
disability costs which cannot be met from the Dissbilily Allowance or through the Heakh
system.

P | ,m &
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Stendard costs

129 Cumently, when assessing a person's aligibility for Special Benefit, a standard amount is
included In the formula to cover basic everyday lving costs such as gas, electricity and water,
food and grocery costs, house contents insurance; and clothing. This approach ensures
consislency of assessments and avoids individual cients having to provide details of whal
they spend on basic fiving costs. However, the current standard costs vary across and within
benefit categonies generally ranging from 60 to 70% of the main benefit. There is no sound
policy reason for these variations.

130 As part of the Family Support related changes to Special Benefit arising from the increased
rates of Family Support from 1 April 2005, it is proposed that the level of Standard Cosis
allowed for basic kving costs for those with children be standardised from that date at 70% of
main benefit and unabated Family Support combined. We propase that for the remaining
34% of Special Benefit recipients without dependent children, the_amount allowed for basic
hving costs also be standardised at 70% of main benefit.

131 This approach would be consistent with the proposal for: mdee with children. It wguid also fit
with the percentage of benefit thal recipients of Income Related Renis and the
Accommodation Supplement are generally expecied to use for their accommodation costs
(25-30%).

Car payments

132 i an applicant for Spacial Benefit purchiased & car prior is.coming onto benefit or a car is
needed for empioyment. training or disability purpases ‘and 'no suitable public transport is
avaiiable, the ongoing car payments are.inchuded in affowable costs. Twenty-one percent of
Special Benefit recipients have car repayments incliyded a8 an allowable cost

133 Thers is no upper limit on the amount that can belinciuded as car payments, which has baen
the cause, in some casas;-of upusually high. ﬂllowable cosis and assessed deficiencies. We
therefore propose to llmltﬁbe car payments allowed in Special Benefil assessments to no
more than $50 a wesk (CPiI-adjusted). This amount would service the debt for @ car valued at
$5.000 or less. Households living in‘remote areas who may need a more expensive car to
cope with rural roéds, generally have other expenses that are lower (eg accommodation
costs) fo comporm

introduction of Tomporary Addﬂaonai Suppon and grandparenting arrangements

134 We propose to padwge the above policy changes in a new benefit calied Temporary
.Additional Support. The:new benefit will only apply to new spplications. The new name will
give a clear signal that a different form of hardship assistance will apply from 1 April 2006 for
new applicanfs, as well as emphasising the temporary nature of the benefit. Existing
recipients’ anilli’qm&'d to Special Benefit will be grandparented to prevent any reductions in
benafit i te, as 2 result of the changes. They will continue to racave Special Benafit
sub}eet to ng rules.

135 G‘randpamnting will protect the Special Benefits of an estimated 51,000 reciplents. Based on

¢ curept attrition rates, 90% of these cases will cesse within two years. The grandparenting
arrangements for the remaining 10% will be reviewed by the Minister of Finance and the
:Mimister for Social Development and Employment in February/March 2008

Legisiative impiications
136 The Family Support related changes to Special Benefit from 1 April 2005 will be implemented

by way of changes to the existing Ministerial Direction and will not require legisiation. The
proposed change from 1 Aprl 2006 to a rules based approach will, however, require
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legisiation. The preferred approach is to amend the Social Security Act 1864 fo replace
Special Banafit from that date with provision for the new benefit called Temporary Additional
Support (with provision to grandparent the entitiements of existing recipients by saving the
cumrent Special Benefit provisions under the existing name of Special Benefit). The 1anges
would include the general principles of Temporary Addilional Support and make provision for
it to be granied as prescribed by regulations. A similar approach is proposed for childcare
assistance. The new Temporary Additional Support provigsions and regulations would apply
from 1 April 2008.

137 The intention is to include the amendment 1o the Soclal Security Act in the Social Security
(Working for Famiies) Amendment Bill legisiating for the changes in famii ncome
assistancs,

Financial implications

138 The estimated savings from the Special Benefit changes, including the Accommodation
Suppiement related adjustments are $7.384 mulkon in '2004/05, 345 832 million in 2005/08,
$77.045 million in 2008/07 and $81.812 million in 2007/08. .
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Appendix 9

Regulatory impact Statement

Statement of the nature and magnitude of the problem and the need for govemment action

200

201

202

203

Many families with children have insufficient money to provide an adequate standard of living
Income adequacy is particularly important for families with dependent children to ensure each
child’s wellbeing and positive development.

Al any one time, more than ong quarter of all dependent children in New Zealand are

supported by benefits. Families have a higher likelihood of restricted fiving stangards than

single people or chikiiess couples, and beneficiary families are more likely to haversstricted

living standards than other families. There i3 increasing rflemational evidence that the

m effects of poverty on chiidren, paricularly younger chlldrbn Imnalfy the.longer a
y i8 poor.

Many families with children on low incomes haye: nsuﬂicm monqy to provide for an
adequate standard of living. Income adequacy lIs/pdrticularly important for famities with
dependent children, to ensure each chilg's wellbeing and positive development. There is
increasing evidence that the negative effecte, of pwerty on chladren particularly younger
children, mtenswmerbngarafmnﬂyismr

A significant number of low income people are expemhchg housing affordabifity problems,
which for some, are persisteni. People on low incomes are increasingly having their
accommodation costs met through a8 combination'of both Accommodation Supplement and
Special Benefit. There is increasing pressure o the Accommodation Supplement maxima in
high-priced housing markets, and the cument’ Accommodetion Supplement areas and
groupings of localities t)dmn areas are not optlmat

Statament of the pul:nlic poﬁcvobjm

204

.

The objectives orthe Wmhng for Families package are to:

make mrlrw by tamlﬂes with dependent children, so that they are rewarded
far. thejr work effort., involves better alignment of benefts and in-work support
(indluding” F Incgme Assistance, Chikdcare Assistance and Accommodation
’—S‘uwiormnt) people are better off as a result of the work they do

ensure ingome ldiquacy with a focus on low and middie income families with dependent
children, to address issues of poverty, especially child poverty. The package
also 589 housing affordability problems by responding to the increased cost of
pmfll&l‘lomjngforiow income people. end

leﬂﬂpi social sesistance system that supports people into work, by making sure
thal.pedpie get the assistance they are entitied to, when they should, and with delivery
syﬂam that suppert people into employment. This involves steps to streamline the social
assistance system so that it is easier for people to understand and accass, and initiatives to
‘mprove take-up and enhance the effectiveness of delivery.
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Statement of feasible options (regulatory endfor non-regulatory) that may constitute viable
means for achieving the desired objectives

205 Existing instruments used to address work incentives, income adequacy and accommodation
cosats are contained in the Social Security Act 1964 and the Income Tax Act 1984, Changes to
these instruments require amendments {0 the appropriate legislation.

208 Childcare assistance provisions could continue to be contained in a Welfare Programme
estabfished and approved by the Minister for Socisl Development and Empioyment. These
provisions, however. are not overly accessible to the public and are subject 1o inle
pariamentary or public scrutiny. Moving the power to grant chikicare assistance into primary
legisiation, with a regulation-making power and principles of the programme in primary
legisiation and the detail of the programme in regulations, eddregses these issues.

207 The new Temporary Addilional Support benefit coukd be ‘administered throbgh a Ministerial
Direction (8s Special Benefit is currently), but this would undenmine the move to arules based
approach to eligibiity. , .

Statement of the net benefit of the proposal, Iljcluc!ng the mi regulatory costs
(administrative, compliance and economic costs) and benefits (inciuding non-quantifiable
benefits) of the proposal, and other feasible options Y

208 The Working for Families package will cost $233 million in 2004/05, $680 milkion in 2005/06,
$911 million in 2006/07 and $1.14 billlon in 2007/08.

Impact on Work Incentives _ .
209 The package will have the folowing key impacts'by 2007
»  the changes will help make work pay for. low and middle-income families with dependent
children. About €0% of the ﬂﬂw WEMKWB will be directed to families in work

e the In-Work Payment and.the Family Tax Credit increase will provide improvements in
work inpentives, ospa‘l;igll'y_ for sole-parents

o the.Childcare Assistance changes will help reduce childcare costs, which can act as an

_ important barrier to employment, particularly for women .

» /- gffactive marginal'tax rates (EMTRs) will be improved for low income working families
with totel ingome between $20,000 to $27,500 a yesr, theraby improving work
incentivet. However, EMTRs will be higher for some middie and higher income familiae

not previously eligible for assistance
« . most of the work incentive gains will occur in April 2008, with some from October 2004

240 The package will have the following key impacts by 2007:

s from 2007 around 61% of families with dependent children will get more Family income
Assistance. Around 290,000 families will gain on average $66 a week (with an average
of $85 a week for families with annual incomes in the range $25,000 to $45,000) from

® These changes are cver and above current annual indexation of main benefits and childcare rates. Famiy Income
Asgisiance is not currently indexed.
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the cumulative Family Income Assistance changes (including in-work payment and
benefit rate). These figures do not include the effects of the Childcare Assistance,
Accommodation Supplement and Special Banefit changes

e  around 28,000 families (33,000 children) will gain from increases to Childcare Assistance
with average gains of $23 a week per child from 2005

s around 99,500 Accommodation Supplement recipients will get an average increase in
accommodation assislance of $19 a week in 2005/06°

Child Poverty Impact Assessment

211 Income support is a key instrument for poverty alleviation and for improving living standards
Given the large investment through the Working for Families package, we would expect a
gignificant reduction in measured income poverty. Using two.intémationally recognised
income poverty measures, with thresholds (poverty lines) sél at 50% and 8% of.median
househeld income, we estimate that after full implementation there wili be:

e a70% reduction in child poverty at the lower threshold, and
» B 30% reduction in child poverty at the higher threshold.

212 The estimated reduction in measured income ppveny i mainly drivem.by the measures in the
package Hself but it is also dependent on factors.in addition to the package, especially the
state of the economy.

Statement of consultation undertaken

213 This paper has been devalopad in condultation with the-Treasury, Inland Revenus, Housing
New Zeaaland and the Minisiry of Education. The pmparmwn of the paper has been overseen
by a steering group of sepior-officials compnsing the Ministry of Social Development,
Department of Pm\e Miniglef and Cabinet. 'l'reasury inland Revenue and Housing New
Zealand.

Business c«npﬁlnu cust Statemont

214 There mm eamphance couu for businesses associated with this proposal.

°® These gains include the adjustment in the Accommodation Supplemant entry threshold due to the changes proposed
as part of the Family Income Assislance initiatives
in |








