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Introduction

This briefing provides an overview of Kainga Ora — Homes and Communities and our main functions, current
priorities and your role as the Minister responsible for our organisation.

At Kainga Ora, we know that a home provides certainty, stability, pride and a sense of belonging. Our role as an
organisation includes two core functions:

e being a world-class public housing provider
e being Aotearoa New Zealand'’s first urban development agency.

Kainga Ora delivers the Government’s housing and urban development policies and objectives to contribute to
sustainable, inclusive and thriving communities.

We build and maintain public housing for those who need it most and provide ongoing support to help them live
well and independently in their homes and within their communities.

We contribute to comprehensive spatial thinking and delivery, and masterplan and partner across the sector to
enable and deliver modern, warm, dry and future-proofed homes, supported by essential and sustainable
infrastructure and amenities that allow communities to thrive.

We are also committed to helping more New Zealanders achieve their aspirations of home ownership. Our
products and programmes offer housing options, financial support and education.

We strive to create lasting positive change in the housing landscape through building strong and mutually
respectful relationships with our customers, public and private sector partners, Maori and iwi, and communities,
and by being responsible for our land and the environment.

We are proud to be a part of building brighter futures for Aotearoa New Zealand.



Your role as responsible Minister

As Minister responsible for Kainga Ora, you oversee and manage the Crown’s interests in, and relationship with,
Kainga Ora.

You also exercise statutory responsibilities including functions and powers:

e toappoint and remove Board members to ensure an effective Board is in place

e toreview the operations and performance of the entity

e torequest information from the entity

e to participate in the process of setting the entity’s strategic direction and performance expectations and
monitoring the entity’s performance

¢ inrelation to other matters within the Crown Entities Act, the Kainga Ora Act or other relevant legislation.

You are also responsible for managing any issues of concern, or risks to the Crown, arising from the activities of
the entity. You are accountable to Parliament for the performance of the entity.

Kainga Ora Board and management will work with you to agree performance objectives (through key
accountability documents) and provide regular reports to you on our performance. Kainga Ora also works closely
with the Te TGapapa Kura Kainga - Ministry of Housing and Urban Development, which monitors our
performance, to ensure effective delivery.

Annual Letters of Expectations are an opportunity for you to convey to the Board your expectations of Kainga Ora
for the forthcoming year. These Letters inform the Board, at a high policy and strategic level, what the
Government’s key priorities are. Of late, Letters of Expectations have focused on its core functions, such as
delivery, particularly public housing, being a good landlord, transparency and good governance. In addition, you
can modify or set additional expectations from time to time.

A Statement of Intent is produced periodically, representing a medium-term outlook for the strategic direction of
Kainga Ora. Our latest Statement of Intent (2022 - 2026) was published in December 2022. We are currently in
the process of updating some of the long-term measures in the document, which will be republished in June
2024,

A Statement of Performance Expectations is produced each year, reflecting the annual outlook and performance
(both financial and non-financial) expectations of Kainga Ora. The document is provided to your office yearly for
consultation by 1 May. The Board has a legal duty to act in a manner consistent with its current Statement of
Intent and Statement of Expectations (Crown Entities Act, s. 49). As Minister, you can amend these documents at
any time.















Briefing to the Incoming Minister 2023

Our legislative environment

The Crown Entities Act 2004 is the principal Act governing the relationship between Kainga Ora and the Crown.
Kainga Ora is described in Schedule 1 of the Act as a ‘Crown Agent’. Crown Agents are the least autonomous
category of Crown entities in that they must give effect to government policies when directed by the
responsible Minister.

The Ministry of Housing and Urban Development is the agency with system leadership of the New Zealand
housing system. They monitor our performance, and we work closely with them and Ministers to set our policy

parameters and objectives.
The roles and responsibilities of Kainga Ora are derived from four sources:

1. Governing legislation, including the Kainga Ora — Homes and Communities Act 2019 and the Crown
Entities Act 2004

2. Enabling legislation, including the Urban Development Act 2020, which gives Kainga Ora access to a
broad toolkit of development powers to perform our urban development functions

3. The Government Policy Statement on Housing and Urban Development
Expectations of shareholding Ministers, which inform both our strategic direction over a four-year
period are set out in our Statement of Intent and our priorities for the coming year are set out in our

Statement of Performance Expectations.

Kainga Ora is governed by a board, whose members are accountable to the responsible Minister. The role of
the responsible Minister is to oversee and manage the Crown’s interests in and relationship with Kainga Ora.
We report every quarter to the responsible Minister to demonstrate our performance against the objectives
set out in our Statement of Intent and against the targets in our Statement of Performance Expectations. The
Minister conveys the Government’s expectations to Kainga Ora and monitors performance. The Statement of
Intent, Statement of Performance Expectations and Annual Report are presented to the House of
Representatives.

Kainga Ora - Homes and Communities Act 2019
The Kainga Ora - Homes and Communities Act 2019 sets out the objectives, functions and operating principles
of our organisation. We are required to act consistently with the objective to contribute to sustainable,

inclusive and thriving communities that:

e provide people with good-quality, affordable housing choices that meet diverse needs
e support good access to jobs, amenities and services
e otherwise sustain or enhance the overall economic, social, environmental and cultural wellbeing of

current and future generations.

Kainga Ora — Homes and Communities 9
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The Board of Kainga Ora has a separate duty to ensure that when exercising its functions, Kainga Ora and our
subsidiaries (to the extent we are reasonably able) act in a manner that is consistent with the Kainga Ora
legislated operating principles.! Broadly these cover:

e public housing solutions that contribute positively to wellbeing
e housing supply meets needs

e well-functioning urban environments

e stewardship and sustainability

e collaboration and effective partnerships.

Urban Development Act 2020
The purpose of the Urban Development Act 2020 is to facilitate urban development that contributes to

sustainable, inclusive and thriving communities. It establishes Kainga Ora as a national urban development
agency with access to urban development powers, including:

e land acquisition and assembly powers, additional to the ability of Kainga Ora to acquire land using the
same legal powers as a natural person

e atoolkit of powers relating to land-use planning, consenting, infrastructure provision and reserves that
Kainga Ora and our development partners can access when undertaking Specified Development
Projects.

When Kainga Ora performs our functions under the Urban Development Act, we must act consistently with our
operating principles in the Kainga Ora - Homes and Communities Act 2019.

Government Policy Statement on Housing and Urban Development
The Kainga Ora - Homes and Communities Act 2019 also states that, as the Crown’s public housing provider
and urban development agency, Kainga Ora must give effect to the Government Policy Statement on Housing

and Urban Development. This policy statement sets a direction for housing and urban development in

Aotearoa New Zealand and is underpinned by four outcomes:

Thriving and resilient communities
Wellbeing through housing
Maori housing through partnership

A wnN e

An adaptive and responsive system.

The Government Policy Statement on Housing and Urban Development sets out expectations that Kainga Ora
must give effect to when performing our functions towards achieving each of the four outcomes. These build
on the operating principles and functions outlined in the legislation. These expectations can be found in
Appendix 2 of the Policy Statement. The Minister directs the Government Policy Statement on Housing and
Urban Development and it can be amended at any time.

MAIHI Ka Ora
MAIHI Ka Ora, the National Maori Housing Strategy, has been developed to strengthen the systems response
to Maori housing and is strongly connected to and referred to in the Government Policy Statement on

1 This is an additional statutory layer not faced by many other Crown entities.
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Housing and Urban Development. MAIHI Ka Ora has a shared vision that “all whanau have safe, healthy,
affordable homes with secure tenure, across the Maori housing continuum.”

Over the next 30 years, our Maori-Crown partnership will look to make changes that will improve the housing
outcomes for future generations of Maori, their whanau and their mokopuna. The strategy also identifies key
priority areas that address more immediate challenges in relation to partnerships, Maori-led solutions, housing
supply, support and sustainability.

MAIHI Ka Ora is made up of government agencies the Ministry of Housing and Urban Development, Te Puni
Kokiri and Kainga Ora. Our role as Kainga Ora is to continue to work closely with the Ministry of Housing and
Urban Development to ensure alignment between MAIHI Ka Ora, its implementation and Te Rautaki Maori o
Kainga Ora — our Maori strategy.

Climate change response

Our legislated operating principle of stewardship and sustainability requires us to operate in a manner that
recognises the need to mitigate and adapt to the effects of climate change. Under the Government Policy
Statement on Housing and Urban Development, Kainga Ora is required to consider climate change-induced
natural hazards and ensure our customers and assets are not unduly exposed to climate change risks.

As a public housing landlord and urban development agency, we have a significant opportunity to improve
environmental wellbeing through our construction and urban development activities, and to catalyse positive
change across Aotearoa New Zealand and the industry.

We estimate Kainga Ora will contribute or influence approximately 14 million tonnes of emissions cumulative
through to 2040. The Kainga Ora Emissions Reduction Plan (in development) will propose to reduce emissions
by around 40 per cent for each emissions source and 44 per cent overall. Our key interventions relate to
emissions reduction for our corporate operations, buildings, transport and infrastructure.

Kainga Ora has committed to establishing an initiative for climate-resilient public housing under the National
Adaptation Plan. All of our investment decision-making requires consideration of climate risk and resilience
opportunities. This involves taking a long-term view of climate hazards and identifying opportunities to
increase resilience; for example, improving community resilience through green and blue infrastructure that
results in environmental co-benefits.

Our funding context

Public housing

Public housing remains the primary driver for Kainga Ora’s investments, accounting for approximately 80 per
cent of both our capital and operating expenditure. This activity is predominantly funded through market-
based rents, totalling around $1.7 billion (FY2022/23) for 67,000 public homes as at 30 June 2023 from a total
of 72,000 homes in our portfolio (with supported and community housing provider leased homes making up
the balance of the portfolio). This revenue is expected to cover all operating costs associated with the home,
including financing of capital investment (presently 100 per cent debt financed) and social housing services
beyond those expected from a standard market tenancy service.

Kainga Ora — Homes and Communities 11
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Apart from market rent, an operating supplement of approximately $24.6 million has been received for net
growth in the portfolio since the commencement of the Public Housing Plan (announced in Budget 2018). This
is forecast to grow to $108.6 million by the end of FY2025/26. The operating supplement is intended to cover
the shortfall between market rent, and the additional asset and financing related costs of delivering growth in
the portfolio.

Our organisation also receives appropriated income and rent to manage our Community Group Housing
portfolio. However, there is a gap between income received through funding and rent and the cost of running
the portfolio or delivery of new housing in most markets.

Operating appropriations

Kainga Ora receives appropriations for the planning and initiation phase of urban development interventions,
working across the system for better urban outcomes, Maori enablement and environmental responsibilities
that we are required to deliver under our legislation. The funding scope for these activities is currently limited
to June 2024 and does not include related corporate overhead. The uncertainty around this funding creates
risk around our ability to both complete projects that are currently underway and to discharge our
responsibilities under the legislation.

Kainga Ora also receives appropriations to administer some housing products on behalf of the Crown such as
First Home Loan, KiwiBuild and Kainga Whenua.

Kainga Ora — Homes and Communities 12
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Urban development delivery

Activity undertaken through our large-scale urban development projects to enable land development
(including the delivery of key infrastructure) and broader wellbeing outcomes is currently funded through land
sales and the Housing Acceleration Fund appropriation. The appropriation funding of $2.3 billion, alongside $3
billion Kainga Ora land sales revenue, and an additional $288 million in Auckland Council contributions to cover
the first five years of the programme to enable the delivery of homes over a 10-year period. Any new urban
development opportunities for urban development on Kainga Ora-owned land would require a new funding
source.

The Housing Acceleration Fund also enabled the establishment of the Infrastructure Acceleration Fund and the
Kainga Ora Land Programme. The land programme itself is primarily self-funding with upfront costs for land
acquisition and development offset by subsequent sales. An annual appropriation of $46 million provides for
holding costs and non-market outcomes and we have an ability under this programme to raise up to $2 billion
debt to meet upfront costs.

Spending, funding and financing review

Kainga Ora inherited Housing New Zealand’s existing commitments and its funding and financing model when
we were established in 2019. These historical funding and financing streams have been added to and
supplemented by some time-limited funding from the Crown for new functions as well as operational funding
to meet shortfalls in Large-Scale Projects and enable the Kainga Ora Land Programme. Combined with an
expanded mandate and government expectations, Kainga Ora has experienced several challenges with this
funding and financing model.

The Treasury and the Ministry of Housing and Urban Development have been working with Kainga Ora to
review our spending, funding and financing to ensure that it is efficient, fit for purpose, provides value for
money, is sustainable and delivers on the Government’s housing commitments.

The review to date has focused on the costs associated with the provision of public housing, including
maintenance and asset management, customer programme and tenancy support, and growth and cost to build
public housing.

An analysis to explore different purchasing options around volume, pace and quality of the new build
programme, as well as the appropriate age of the portfolio and delivery methods, is expected to be provided in
late 2023 to support Budget 2024 processes, alongside work on overhead costs, funding and financing models
and urban development functions — refer to the upcoming decisions section , page 53, for more details.

Our strategic context

Our core strategies, Kainga Ora Strategy 2030 and Te Rautaki Maori o Kainga Ora 2021-2026, respond to the

direction given to us through our legislative framework. Placing these strategies alongside each other ensures
Kainga Ora has a targeted and comprehensive approach to support and empower Maori to achieve their
housing aspirations in Aotearoa New Zealand.

Kainga Ora — Homes and Communities 13
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Operating assumptions

There are a number of key operating environment assumptions Kainga Ora relies on in order to operate
effectively, meet the expectations of government and to fulfil our legal, regulatory and compliance obligations.
These are:

e asustainable financial model

e availability of external products and suppliers

e the ability to work face to face, in person, in homes

e employees who can operate at scale, nationally

e access to work sites

e ability to use people-intensive practices

e cohesive working relationships with other parts of government.

Kainga Ora — Homes and Communities 15
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Maintaining, renewing and growing our
housing portfolio

Introduction

Kainga Ora currently houses approximately 185,000 customers across Aotearoa New Zealand and manages
over 72,000 public and supported homes. Of these homes, we own 97 per cent and lease a further 3 per cent.
Valued at $43.8 billion, the state housing portfolio is one of the Crown’s largest assets. Our Asset Management
Strategy 2022 articulates the strategic decisions our Board has made around where, and how, we will deliver
our asset programmes for our customers in a sustainable manner over the next 10 years in response to the
Government’s settings. This strategy articulates how we will manage the life-cycle requirements of our existing
assets to provide warm, dry and safe homes for our customers that they can use within their means and to

safeguard the Crown’s investment.

Most of our assets are older than 40 years of age (54 per cent) and stand-alone houses are, currently, the
dominant portfolio typology (59 per cent), with the remaining 41 per cent of the portfolio being twin units (21
per cent), duplexes (1 per cent) and flats (19 per cent). At present, 93.9 per cent of our properties meet or
exceed our baseline condition standard. This reflects the ongoing investment we are making in our homes
through the maintenance work we undertake, retrofitting our properties and the reconfiguration of our
portfolio through new builds and redevelopments.

However, the renewal requirement for our portfolio is significant. Over the next 20 years around 45,000 of our
state homes will reach the end of their economic lives and require substantial capital renewal. We have already
completed over 2,000 of these homes with another 3,750 planned for completion in the next couple of years.
We will need to make a decision for each of these assets as to the interventions required to provide the
functionality and thermal performance necessary for modern public housing — in doing so we also have an
opportunity to actively rebalance the portfolio to improve the typology match to our customer needs.

Forecast of homes in need of renewal as at June 2023 (based on build year life assumption)

Kainga Ora — Homes and Communities 16
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This renewal challenge is reflected in our estimated maintenance costs that are based on our CPl-adjusted spend
on repairs and maintenance being on an upward trajectory, having doubled over the last 10 years.

The following sections provide an overview of our approach to managing the maintenance and renewal
requirements of our existing portfolio, and how we are meeting expectations for the delivery of additional homes
to meet housing register demand set by the Crown.

Maintaining our homes

Our maintenance programme focuses on managing our existing homes throughout their life cycle to ensure
they are fit for purpose for our customers. This delivery can be grouped into three main categories:

1. Planned maintenance such as Healthy Homes upgrades, exterior painting and re-roofing
2. Responsive repairs that are needed because of component failure
3. Routine maintenance such as cleaning and rubbish disposal.

Performance of our maintenance partners is measured against a comprehensive set of key performance
indicators, which cover all areas of performance. A total of 566,488 maintenance jobs were completed in
FY2022/23, which is more than one work order for every minute of every day of the year. Eighty per cent of
maintenance requests are currently completed within the agreed service level targets.

Kainga Ora — Homes and Communities 17
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Planned maintenance

Every year, Kainga Ora carries out a suite of specific, targeted planned maintenance programmes. During
FY2022/23 we completed planned work on 10,405 properties. We spent $98 million in operating expenditure
on planned maintenance of our homes and a further $77 million in capital expenditure maintenance, upgrades
and improvements to our properties; a combined expenditure of $175 million.3

In addition, through the Healthy Homes Delivery Programme, we invested a further $187 million, upgrading
26,709 properties to the Healthy Homes standards. As at 31 October 2023, 97.8 per cent of our properties met
the requirements of the Healthy Homes standards and we will achieve 100 per cent to meet our compliance
obligations by 1 July 2024.

Breakdown of planned maintenance spend —2018/19 (actual) to 2023/24 (forecast)

Responsive maintenance

Responsive repairs are prioritised and completed by our maintenance contractors according to the urgency of
the work required. The number of work orders completed for responsive repairs during 2022/23 was 479,000
at a total spend of $254 million (5371 million including unoccupied repairs).

Our target is to respond to all urgent health and safety requests within four hours and we are currently
meeting that target with our average response time for 2022/23 being 2.7 hours.

Renewing our homes

The Kainga Ora Board, through our Asset Management Strategy, has committed to a significant renewal
programme over the next 10 to 20 years to replenish the performance and value of our housing portfolio and
ensure our homes meet the needs of our customers. Without renewal, our homes will continue to become
increasingly costly to maintain, reducing the financial sustainability of the Kainga Ora portfolio. In addition,

3 Figures exclude Porirua West
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research suggests that renewing our older homes to make them warm and dry could substantially improve
associated health issues® which has a flow on effect for health care services.

We currently have three key delivery methods for renewing our homes:

1. Retrofit of homes in locations where we wish to maintain a presence on landholdings that are not able
to be redeveloped

2. Replacement via sale of an older home offset by a new home through redeveloping Kainga Ora land or
on land we do not currently own

3. Redevelopment through demolition and intensification of our existing landholdings.

When deciding how to renew a property the Kainga Ora Board has agreed that our organisation should choose
the approach that has the least cost financial and environmental whole-of-life solution, considering
achievability and alignment with our policies, guidelines, standards and priorities.

Our renewal activity is primarily funded from ongoing rentals (which are based on independently-assessed
market rents) and the net proceeds from surplus asset and land sales. Debt financing is required to bridge the
upfront costs of the programme to these long-term funding sources. These activities leave Kainga Ora with an
efficient, modern portfolio capable of generating strong operating surpluses into the future allowing us to:

e cover the costs of our debt associated with renewal
e repay the debt
e remain within prudent debt limits.

Retrofit of existing homes

Kainga Ora retrofits our existing homes when they are financially underperforming, have little redevelopment
potential and are in an area where we wish to retain a presence to make the homes warmer, drier and
healthier for our customers. Retrofitting involves a major capital upgrade of an existing state home, where it
warrants a resetting of its economic life, making it fit for purpose for another 50 years. It includes renewing
ageing components of buildings and, where appropriate, upgrading them to meet modern standards including
adding double glazing, full envelope insulation, modern kitchens and bathrooms and functional layouts. Homes
are fully refurbished, and life-cycle and backlog maintenance are addressed through our retrofit programme.

The Kainga Ora retrofit programme is the largest housing renewal initiative ever undertaken in Aotearoa New
Zealand and has been gaining momentum with a record of around 750 homes being made warmer, drier and
healthier during FY2022/23.

Kainga Ora also undertakes retrofits on our large complexes of ten or more units that are two or more storeys
high through our complex remediation programme. In some instances, this is undertaken where it is not viable
to redevelop or replace these assets, for example where they have heritage status or where it simply makes
better economic sense to renew the building rather than demolish and rebuild.

4 Fisk W, Eliseeva E, Mendell M. 2010. Association of residential dampness and mold with respiratory tract infections and bronchitis: a meta-
analysis. Environmental Health, 9(1): 72. doi: 10.1186/1476-069X-9-72
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Replacement programme

Replacement is a viable renewal option where we sell an older home and offset this by a new home through
redeveloping Kainga Ora land or on land we currently do not own. Due to growth commitments, we have not
pursued this option at scale and currently only dispose of homes on a case-by-case basis. However, there is
potential for this programme to be scaled up, as it has the advantage of retaining (older and relatively more
affordable) homes for new purchases rather than demolishing them.

Redevelopment programme

Our redevelopment programme is currently a core part of both our renewal and growth programmes as it
involves the demolition of the existing home and intensification of Kainga Ora land resulting in newly-built
homes that both replace the existing home and create additional homes. As such, this is covered in more detail
in the following section.

Delivering additional homes to meet demand

The Public Housing Plan sets out the Government’s public housing supply intentions for delivery by Kainga Ora
and community housing providers; that is, how many new homes the Government wishes to purchase in
response to the waiting list. In doing so, it identifies a breakdown of areas where it seeks this supply to be
delivered.

Our committed plan® is already at almost 8,000 gross for FY2023/24 and FY2024/25 against a target of 7,000
net (4,600 to complete the existing Public Housing Plan in FY2023/24 and an estimated 2,400 in FY2024/25).
We also have around 3,250 homes at the evaluation stage (planning or feasibility) for this period.

Kainga Ora currently has not been asked or funded to deliver additional homes to grow our portfolio beyond
FY2024/25. These decisions would need to be made as part of the Government’s 2024 Budget.

Growth in the number of public and supported homes is currently completely financed through debt with
headroom for this debt approved in line with Public Housing Plan expectations set for us by the Government.
This means that the rents and operating supplement we receive for these new homes need to cover the costs
associated with the future management, maintenance and renewal costs of the homes, as well as the costs of
servicing that debt. This model is also reliant on inflation in rental levels to make it work for us. We have based

> Asat31 August, 2023. Includes projects in construction, contracted, a proportion of projects in procurement, and allowing for sales, lease expiries and
demolitions).
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our revenue requirement for new homes on cost recovery. This means we have targeted a level of rental
revenue (primarily from the Crown) to meet our costs but no more.

The figure below sets out our current delivery against these commitments, and new homes in construction,
noting that the pandemic impacts will translate to a significant delivery requirement for FY2023/24.

Growth in public and supported homes (2017-2023)

Increasing the public housing stock occurs through a range of different interventions. These include redeveloping
current Kainga Ora sites, purchasing newly-built housing from private sector developers, purchasing land from
private sector developers and building on it, buying existing properties from the market and leasing private
houses for customers. Of these, redeveloping our own land with new housing is currently our primary approach.

Training and apprenticeships

We are using the scale of our build programme to increase construction training opportunities through
initiatives such as our cadet and apprenticeship programmes. We work with training and pastoral care
providers, build partners, and sub-contractors to help grow New Zealand’s pipeline of skilled construction
workers, while also producing more new public homes and contributing to the wellbeing of people and their
local communities.

Since launching our apprenticeship programme in 2019, over 450 New Zealanders have successfully entered
into cadetships and apprenticeships with our partners across our public housing programme. We are actively
seeking to recruit more women, Maori and Pasifika, as well as customers, into apprentices. In our new large
tenders, 50 cent of apprentices must come from these priority groups. In FY2022/23 we had a total of 123
people starting apprenticeships, of which 50 per cent identify as Maori or Pasifika.

Our apprenticeship programme partners include the Building & Construction Industry Training Organisation,
the Ministry of Social Development, and the New Zealand Institute of Skills and Technology. We also work with
local service providers, many of whom support our Maori and Pasifika communities.
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Community engagement

Kainga Ora is undertaking more development activity than ever, with 2024 planned to be the biggest year for
housing delivery. With around 600 active build sites across the country, we are building more than in prior
years and within areas where we have previously had a limited presence. Our developments are often located
in mixed-tenure neighbourhoods bounded by multiple properties, and in some regions are being built at a
higher density than before. We recognise the impact this can have on our communities, alongside our legal
obligations and organisational commitments to have early and meaningful engagement with communities
affected by our urban development.

He Toa Takitini — our Partnership and Engagement Framework is being implemented across all the activities,
programmes and services that Kainga Ora undertakes on behalf of the Crown and its intention is to develop
strong and enduring relationships and partnerships with the people, groups and communities who are affected
by our decisions. This framework has also been developed to ensure Maori interests in land are identified and
protected and that their aspirations are understood, supported and enabled in relation to urban development.
Our community engagement involves aligning with community groups, local councils and other government
agencies’ consultation and planning processes and partnering with iwi and ropa Maori.

Community experience and expectations can cover a very broad continuum of engagement and decision-
making processes, and it is becoming difficult to balance our commitment to deliver an increasingly complex
and large build programme while meeting our engagement obligations. We are, therefore, reviewing our
organisational approach to engagement across our development activities. This will focus on undertaking early
engagement and deepening relationships with community leaders and stakeholders within designated suburbs
or towns to engage on the extent of our proposed work programme for that area.

Kainga Ora — Homes and Communities 24
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contracts in place with nine local off-site manufacturing providers. We have also engaged with 60 off-site
manufacturing suppliers to increase our knowledge of the capability and capacity within the market.

This last financial year, approximately 10 per cent of our new-build redevelopments were delivered used off-
site manufacturing techniques (176 homes). Next year (2024), we have set a target for 12 per cent of new
public housing builds to utilise off-site manufacturing as a construction method and our recently published off-
site manufacturing strategy aims for a 20 per cent increase in off-site manufacturing delivery year-on-year.
Kainga Ora is a member of the Construction Sector Accord Innovation off-site manufacturing working group
and we are actively contributing to growth initiatives.

Consentium

Consentium is a stand-alone building consent authority owned and operated by Kainga Ora, accredited by
International Accreditation New Zealand and registered with the Ministry of Business, Innovation and
Employment. It is our country’s first national, non-council registered building consent authority servicing every
region within Aotearoa New Zealand. Consentium, in performing its independent regulatory function, operates
at an arm’s-length basis from the rest of our organisation, providing us with building consent processing,
inspection and code of compliance certification services for our build programmes. The function is fully cost
recovered and is accredited to consent all Kdinga Ora homes where Kainga Ora intends to retain ownership, up
to and including Commercial Three, which is five levels and above. Consentium educates and collects data on
the consenting process attributable to architects and build partners, which enables performance improvement
for future builds.

Consentium has issued a total of 2,065 consents for 3,248 homes in FY2022/23. On average, consents are
issued within 12 working days since operations commenced in March 2021. The statutory requirement is
within 20 working days. Code of Compliance Certifications are issued within 1.5 working days with a statutory
requirement of within 20 working days. A total of 60,000 inspections have been undertaken across the country
this year with 99 per cent within 24/48 hours (major cities/outer-lying cities and towns, respectively).
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Accessible homes

Accessibility is about our customers living well in their homes, allowing them to have whanau and friends visit
and supporting them to be part of their wider community without barriers. Our homes should meet existing
needs and be able to be adapted as needs change over time, particularly in response to an ageing population.
Kainga Ora customers have a higher prevalence of disability and 23 per cent of our customers are aged 65
years and over. Building properties for a particular customer cohort may include bespoke features or providing
access to support services that can be managed by a supported housing provider. We also work with Accident
Compensation Corporation and Whaikaha — Ministry of Disabled People to improve the system of housing
modification that can lead to reducing all-of-government costs. Kainga Ora has a target to provide at least 15
per cent of our redeveloped homes to include Full Universal Design.

Underpinning our work in the accessibility space is the Kainga Ora Accessibility Policy, approved by our Board
in 2019. This policy outlines our commitments and guides the work we do to improve accessibility for our
customers. Our policy aims to achieve three key outcomes:

1. Increase the number of homes that meet Full Universal Design standards
2. Meet the individual needs of customers
3. Improve information about customers’ needs and the accessibility of our properties.

A refresh of the policy is in progress, to ensure that it continues to be relevant, appropriate and in keeping with
the Kainga Ora values, vision and activity.

Climate change resilience for our assets and customers

Climate change will continue to affect Kainga Ora assets and customers as experienced in 2023’s extreme
weather events that resulted in flood-related damage to our properties as well as disruption to critical and
supporting infrastructure for our homes. Around 22 per cent of our properties (11,500) remain exposed to
coastal or inland flooding. Other climate change risks include the construction sector’s exposure to supply-
chain disruption and shortages that impedes our ability to deliver our construction commitments.

We are making changes to the way we operate to ensure our homes are more resilient to the physical impacts
of climate change. Some of these responses are detailed below, alongside our waste minimisation and
relocations programme, developing carbon reduction models and e-tools and working towards completion of
our Healthy Homes programme.

Flood risk management

Kainga Ora is committed to the management and mitigation of flood impacts on our homes and communities
and is aiming for national consistency on how we identify, assess and manage flood hazards. This will draw on
existing government and flood risk management sector initiatives.

Homestar®

Developed by the New Zealand Green Building Council (NZGBC), Homestar® is an independent benchmarking
tool that rates the health, efficiency and sustainability of homes in Aotearoa New Zealand. This initiative helps
us to achieve mandated outcomes around reducing the lifetime carbon footprint of public housing, reducing
customer energy bills and delivering healthier, more comfortable homes - raising the standard of public
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housing across the country. Kainga Ora agreed with NZGBC to adopt an interim approach to continue building
to the current specification (6HSv4.1 + H1 5th edition) that will enable consultants to transition to the
performance-based tools and new processes of version 5, until funding is secured to move to 6-Homestar
version 5.

Renewable Energy Programme

The Kainga Ora Renewable Energy Programme is enabled by the Government’s Maori and Public Housing
Renewable Energy Fund. We are installing solar panels on different types of housing stock, including new
developments and existing homes across the country. We are also working with the Electricity Authority Te
Mana Hiko, Ara Ake and others to run a groundbreaking energy-sharing pilot in Wellington.

The pilot will enable Kainga Ora to take ownership of the solar electricity exported from our homes, to seek the
best market price and to maximise the benefit of government investment. If successful, this will provide a
market mechanism for community energy sharing, enabling private and social retailers to receive donations of
exported solar electricity.
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Key in-flight housing projects

Upcoming significant deliveries (November — February):

Northcote N9/N10, Auckland — 88 homes, one block dedicated to senior housing

Northcote N25 and N24 — Two developments delivering 30 and 24 apartment units respectively
Colin Street, Mangere, Auckland — 18-home 100 per cent off-site manufacturing

Ross Crescent, Hamilton — Final 6 of 16; first three-level walk-up redevelopment in central Hamilton
Haukore Street, Tauranga — First deliveries in Tauranga Redevelopment Programme; first
redevelopments in decades

Ranolf Street, Rotorua — Final 12 of 37, completing Stage One; 100 per cent off-site manufactured
development

3 Epuni Street, Lower Hutt — Final 66 of a 106-home development

Rolleston Street, Wellington — 80 homes, including 20 supported living

Bevan Aorangi, Clyde, Christchurch — 37 homes; largest to date in Christchurch

Significant procurement beginning or concluding:

Elm Street and Racecourse Parade, Avondale — 137 apartment units

Palmerston North: Church Street — 65 homes; Rugby Street — 58 homes; Crewe Crescent and Bolton
Place — 39 homes

Beauchamp Reverie, Massey, Auckland — 65 homes

Greenslade Crescent, Northcote — 52 units (Haumaru Housing — communities for older people — subject
to approval by the Ministry of Housing and Urban Development)

Lynton Road, Mt Wellington, Auckland — 50 units

Hamilton Street, Gore — 24 homes

Carroll Street, Dunedin — 41 apartment units
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Supporting our customers to live well

Introduction

Kainga Ora provides public housing for people who cannot access or sustain a tenancy in the private rental
market. We also provide supported housing properties to organisations that accommodate a wide variety of
people with specific health or wellbeing needs, such as mental illness, physical and intellectual disabilities or
those seeking refuge from violence.

Kainga Ora is required to support tenants to be well connected with their communities, to lead lives with
dignity and with the greatest degree of independence possible, and to sustain tenancies (Kainga Ora — Homes
and Communities Act 2019, s. 14). It is critical that our housing services support our customers to navigate
challenges and connect them with support and greater opportunities. Our Customer Strategy ensures we place
the wellbeing of customers, their whanau and families at the centre of our work. This strategy is currently
being reviewed to make sure we are supporting our customers in the best way possible. We also rely on
partnerships across the health and social service sectors to improve outcomes for all our customers.

Public housing customers

Our existing customer base is large and diverse. We currently house approximately 185,000 people across our
public housing assets. A large concentration of these people live in the Auckland region and the remainder are
spread through our country’s cities and towns. The demographic of those living in our public housing has
changed from predominantly traditional nuclear families to larger, multi-generational families and whanau,
sole parents and one-person households. Forty per cent of public housing residents are sole parents and
another 32 per cent are housed by one person. Over one-third (33 per cent) of our customers identify as
Maori. Customers aged over 65 make up 23 per cent of Kainga Ora households and 7,753 of these public
housing customers live alone.
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Public housing placement

The Ministry of Social Development manages the housing register and the transfer register. The housing
register comprises applicants not currently in public housing who have been assessed, by the Ministry of Social
Development, as eligible and who are ready to be matched to a suitable property. There are currently just over
24,700 people on the housing register needing a home. Individuals and sole parents dominate the housing
waiting list, which is reflected in the significant demand for one and two bedroom units.

Applicants are categorised as either Priority A or B. Five criteria are used to establish a priority rating for each
applicant - adequacy, suitability, affordability, accessibility and sustainability. Applicants are given a needs
score out of 20 (20 being highest need) to allow for further prioritisation. Those coming onto the housing
register are progressively being assessed as having more severe needs, with 67 per cent of applicants on the
housing register housed by Kainga Ora being an A17+ over the last year. This is high in comparison to the 30
per cent of A17+ applicants being housed by community housing providers. This reflects some imbalance in the
system and highlights the customer support pressures facing Kainga Ora due to high, complex needs that
require integrated social, health and housing system support.

The transfer register is made up of applicants
already in public housing who need to be
rehoused for reasons such as there being too
few or too many bedrooms in their current
public house, or for health reasons. There are
just over 5,000 people on the existing Ministry
of Social Development transfer register.

In addition to these registers, Kainga Ora has a

Business Initiated Transfer register where

there is a business need to rehome a
customer from their current Kainga Ora property into another Kainga Ora site. We match applicants from both
the social housing register and the Business Initiated Transfer register to a suitable Kainga Ora home. We are
required to allocate properties fairly, transparently and based on need.

Kainga Ora Customer Programme

In response to the increasing complexity and needs of our public housing customers, we have implemented a
new operating model to better support our customers to live well in their homes and have access to support
services if necessary. Our Customer Programme puts people at the heart of what we do, recognising the links
between housing, whole-of-life outcomes for our customers and that a stable home acts as a foundation for
other government interventions to be effective. The programme, established in 2022, is enabling our people to
build much stronger relationships with our customers and draw on the broader services of government, where
available, to address the specific needs of each customer.

Implementation of our new model has involved expanding our internal capability and capacity and introducing
new ways of working so that we can adapt our response based on specific whanau housing and personal
support needs. We are ensuring we get to know our customers, so they feel they have a choice and control in
making the best decisions for their whanau. We are reducing the number of customers that each customer-
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facing employee works with and developing stronger links with other health and social support services, where
available.

Implementation of this programme is expected to result in less disruptive behaviour, sustained tenancies and
improved wellbeing with reduced long-term costs to government. We are reliant on the capacity of, and strong
working relationships with, other government and community support services to achieve the greatest success
with this model.

Sustaining tenancies

Our requirement to support tenants in sustaining their public housing tenancies plays an important role in
supporting the wellbeing of our customers, their families and whanau. Sustaining tenancies means that our
customer-facing teams work hard to provide housing stability. We aim to avoid tenancy terminations and
evictions by connecting customers with support services that could help them address social pressures and
wellbeing concerns. This is consistent with the sustaining tenancies approach funded by the Ministry of
Housing and Urban Development.

Underpinning this is a commitment to reducing the possibility and impact of homelessness on our customers
and to avoiding the worst possible housing outcomes for their wider families and whanau. Our customers are
challenged to find accommodation outside of public housing - if they cannot secure a home in the private
rental market, they become homeless or move into emergency housing. This transfers the responsibility of
housing people away from Kainga Ora and to other housing providers. In sustaining tenancies, we not only
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improve the wellbeing of families and whanau, but also prevent pressures from mounting in the wider housing,
health and social service sectors, reducing cost to the Government overall.

Disruptive behaviour

As a responsible public-sector landlord, we balance our commitment to working with customers to support
them to sustain their tenancy while meeting our obligations under the Residential Tenancies Act 1986 (RTA).
We take all reasonable steps to ensure that the customer does not cause or permit any interference with the

reasonable peace, comfort or privacy of our other customers.

Kainga Ora process for dealing with disruptive behaviour

Our approach to disruptive behaviour aims to be fair and balanced in respect of all parties involved. Our
objective is to work with the customer to resolve and prevent further disruptive behaviour. There are various
legislative tools available to landlords, including notices, that are available under the Residential Tenancies Act
1986. At Kainga Ora, our range of tools is much wider than that provided by legislation and includes
relationship and community building that forms the basis of our sustaining tenancies approach.

Since taking a sustaining tenancies approach in 2017, we have seen a year-on-year decline in the number of
complaints about disruptive behaviour received. More than 90 per cent of Kainga Ora households were not
subject to any complaints over the past 12 months (as at 31 August) and of the complaints we did receive,

most were for minor things like car noise, frequency of visitors or lawns not being mowed.
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Rental arrears

Most Kainga Ora customers — around 84 per cent - pay their rent on time every week and are up to date with
their rent payments. Rental arrears over recent years were exacerbated by the pandemic as well as the cost-of-
living increases that has put pressure on those with already high levels of debt. Kainga Ora works closely with
customers to address rent arrears and move them towards financial wellbeing and sustainable tenancies. We
are focused on early intervention and prevention, and establishing payment arrangements that are both
manageable and sustainable for the household.

We also connect customers with appropriate support agencies where needed. When addressing rent arrears,
we find that most customers actively engage with us to resolve the situation and work hard to make additional
payments to reduce their arrears. Almost three-quarters of customers with rent arrears are actively making
payments to decrease the amount outstanding.

The small number of customers with no payment arrangements in place owe less than eight per cent of the
total overall rent arrears owed to Kainga Ora. More than half of these customers are less than two weeks
behind on their rent.
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Supported Housing

Supported housing is the provision of publicly funded housing where the coordination of housing and other
support services is essential to the wellbeing of the customer. Kainga Ora plays a pivotal role in the supported
housing system. We lease around 3,900 homes to over 250 supported housing providers so they can
successfully deliver their services to some of the most vulnerable people in Aotearoa New Zealand.

We provide supported housing properties through our Transitional Housing and Community Group Housing
portfolios (2,328 and 1,475 homes respectively) and through special programmes with Ara Poutama Aotearoa -
Department of Corrections (31 homes) and Oranga Tamariki — Ministry for Children (47 homes). We also have a
small number of place-based homes (15).°

Supported housing provides a viable alternative to public housing for those that cannot live independently.
Over time, supported housing could provide a better way for high-need public housing customers to live within
the community.

Our recently approved Supported Housing Strategic Plan lays the foundation for an improved future state

where we see a significant opportunity to expand the range of partnerships with community housing providers
and social service providers to chart a course for improved levels of service.

The Strategic Plan also outlines our role to influence and shape supported housing activity that is not
immediately within our control. This includes funding by other government agencies, and homelessness,
emergency housing and supported housing policy work led by the Ministry of Housing and Urban Development
and the Ministry of Social Development.

Community Group Housing

Kainga Ora has a long history of providing Community Group Housing, beginning in the 1980s when Housing
Corporation New Zealand (HCNZ) offered special tenancies to help house those with special needs and flexible
loans to enable community groups to buy houses. From the late 1990s, community housing was a key part of
the Government’s response to deinstitutionalisation. Ministers directed HCNZ to purchase housing for people
exiting institutions, including the Braemer (Nelson), Kimberley (Levin) and Templeton (Christchurch) centres.

Today, Community Group Housing provides a total of 1,522 housing solutions to a wide range of organisations,
including providers that deliver invaluable housing and support for people who experience mental illness, who
have physical and intellectual disabilities, who abuse substances or have addiction(s), those seeking refuge,
families who need emergency housing, tamariki/rangitahi at risk, people transitioning from prison back into
the wider community, and many others.

To be eligible for a Community Group Housing property, a provider must have a funding contract with the
Crown to provide residential services for targeted groups. Kainga Ora administers a rent support subsidy to
eligible community housing providers to assist them in meeting their rent charge. There are currently 87
providers who are eligible for rent support subsidy across 500 Community Group Housing properties (about
one-third of the Community Group Housing portfolio). This year Kainga Ora has reinstated regular

6 Number of units by supported housing service as at June 2023.
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conversations with community housing providers who receive a rent support subsidy to review their eligibility
and ensure they are receiving the correct subsidy for their current circumstances.

Community Group Housing is reliant on appropriated income as the income from rent is not enough to service
or grow the portfolio. The main appropriation is the market rent top-up, a total sum of $13.9 million,” which
has not been increased since 2018/19. This appropriation reimburses Kainga Ora for the difference between
the contracted rent with a provider and the market rent for the property. Consequently, the Community Group
Housing portfolio is operating at a loss. Discussion on a suitable funding model and the appropriate split of
costs between housing provider, funding agencies and service providers has been a constant feature of the
Community Group Housing programme.

The Ministry of Housing and Urban Development’s Review of Supported Housing in Aotearoa New Zealand is

considering the Community Group Housing portfolio. This review is focused on improving transparency and
coherence across the supported housing system, with the Ministry providing specific advice on the future of
this portfolio. The two years of additional funding will enable continued provision while the supported housing
review takes place. Kainga Ora continues to work closely with the Ministry of Housing and Urban Development
in this regard.

7 Community Housing Rent Relief ($4.1m p.a.) and Acquisition and Improvement of Community Group Housing properties ($5.8m p.a.) also
sit within the same appropriation group.

Kainga Ora — Homes and Communities 38



Briefing to the Incoming Minister 2023

Urban planning and development

Introduction

Kainga Ora is the Government’s urban development agency. Our urban development functions are separate
from our public housing functions; this means that the resulting initiatives and projects do not necessarily have
a public housing element.

Kainga Ora ensures that a pipeline of urban development projects is in place in the short, medium and longer
term to deliver on government housing aspirations over the next five to 20 years. We enable build-ready land
for different housing typologies and tenures and ensure that those neighbourhoods connect people with jobs,
transport, open spaces and facilities needed to make these great places to live.

Kainga Ora has the powers to facilitate urban development. The Kainga Ora - Homes and Communities Act
2019 has provided our organisation with the express mandate to:

e initiate, facilitate or undertake any urban development, whether on our own account, in partnership,
or on behalf of other persons

e provide a leadership or coordination role in relation to urban development

e understand, support and enable the aspirations of communities in relation to urban development

e understand, support and enable the aspirations of Maori in relation to urban development

e offer Maori opportunities to participate in urban development.

The Urban Development Act 2020 has also given Kainga Ora the power to facilitate development through the
use of targeted interventions such as coordinated planning, new funding models, infrastructure enablement
and, in our regulatory role, the establishment of Specified Development Projects which enable the delivery of
complex urban developments that would otherwise not progress.

Our Urban Development Strategy was approved by the Kainga Ora Board in October 2022 following an external
engagement and consultation process. This strategy guides us in making evidence-based choices about the
nature and type of urban development interventions that are aligned with the outcomes set by government.

In relation to our urban development function, Kainga Ora is currently funded to June 2024 to:

e undertake urban development planning activity and be a critical participant in iwi, and central and local
government partnerships aimed at improving our urban centres and regions (as set out as priorities in
the Government Policy Statement on Housing and Urban Development)

e deliver the regulatory role to select, assess and establish Specified Development Projects for urban
development as mandated under the Urban Development Act 2020.

Urban development planning and facilitation

We work with local councils, iwi and other central government agencies on urban and regional planning, and
participate in iwi, and central and local government partnerships aimed at improving our urban centres and

regions.
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Kainga Ora has an emerging pipeline of potential Specified Development Projects and has selected two large
greenfield projects that we are currently assessing as potential Specified Development Projects: the Northern
Growth Area in Porirua and the Western Corridor in Tauranga. The Urban Development Act specifies the
assessment process, and this is being completed in partnership with councils, mana whenua and other key
stakeholders including landowners and private sector developers. If established, these projects would
facilitate the delivery of thousands of new homes over the medium to longer term.

Delivery of urban development projects

Kainga Ora plays a direct delivery role in areas where there are build-ready land and housing supply shortfalls.
This includes where there is opportunity to renew or regenerate a high concentration of public housing. We
partner with private sector developers, councils, iwi and government agencies to deliver urban development
projects of all sizes, both on land we own and land owned by others.

Delivering housing, infrastructure and urban development objectives requires strong alignment across multiple
portfolios - most critically housing, transport, local government, environment, building and construction,
climate change, and economic development. We support enhancing governance arrangements to improve
urban development performance that would allow for the setting of work programmes, expectations for
delivery, and better drive decision-making, including consideration of trade-offs.

Brownfield Large-Scale Projects

Kainga Ora is currently delivering the largest urban regeneration in Aotearoa New Zealand’s history via six
Large-Scale Projects (Northcote, Roskill, Mangere, Oranga, Tamaki and Te Ra Nui® developments). The Large-
Scale Projects portfolio comprises more than 20 years of land redevelopment and infrastructure activities that
have the ability to enable the creation of up to 40,000 new homes to meet critical and growing housing
shortages in Auckland and Porirua.

The Large-Scale Projects involve the preparation of large tracts of landholdings owned by Kainga Ora to enable
new, healthy, warm, dry housing to be built, housing supply across different tenures to be increased, and
landholdings in locations that have significant housing demand to be better utilised. These projects also create
improved infrastructure, more connected neighbourhoods and better amenities as well as ensure a significant
pipeline of work for construction companies.

In addition to providing sites on which to build public homes, Kainga Ora enables more affordable and market
housing delivered by the private sector, where builder-ready superlots are sold to the market with outcomes
and performance conditions attached (for example, a percentage of affordable housing or typologies like
apartments and terraces).

Funding of the Large-Scale Projects

The current funding envelope for the Large-Scale Projects over five years is $5.3 billion. This comprises $2.3
billion Crown appropriation via the Housing Acceleration Fund, $3 billion Kainga Ora land sales revenue, and an
additional $288 million in Auckland Council contributions. Public housing within the Large-Scale Projects is
delivered in line with our public housing funding and financing settings.

8 Previously Porirua Development
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tenant rehousing, providing the public housing demand and specifications, place-based marketing and
managing the public housing stock.

Kainga Ora is the master developer, responsible for neighbourhood planning, infrastructure delivery, superlot
creation, contracting builder/developer partners to build the homes and selling the land. The Tamaki
Regeneration Company and Kainga Ora operate under an Umbrella Agreement finalised in December 2018.

This sets out the principles and framework to guide the future delivery of housing.

Strong collaboration between Kainga Ora and the Tamaki Regeneration Company will continue to be required
to balance commercial outcomes with the broader social and regeneration aspirations for Tamaki.

Working Better Together with CCOs and infrastructure providers

In 2022, the Crown and Auckland Council signed a Memorandum of Understanding which sought to establish
processes for greater collaboration and coordination between Auckland Council Controlled Organisations and
Kainga Ora. This represents a shared central and local government commitment to plan, invest and deliver
infrastructure for the Large-Scale Projects, having direct alignment with Auckland Council’s priority growth
areas and council’s proposed Future Development Strategy. This programme is called Working Better Together,
bringing together Kainga Ora, Auckland Council, Watercare, Auckland Transport and Vector.

Working Better Together has already achieved cross-organisational sharing and integration of activities,
funding and programmes of work through the establishment of executive and operational governance groups,
letters of expectation, and funding and delivery agreements. This is resulting in reduced administration, less
community disruption and other process efficiencies for all agencies. Work is ongoing to further identify where
inter-agency coordination and delivery is needed.
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Administering Crown infrastructure and
housing products

Introduction

Kainga Ora provides people with home-related financial assistance and for housing purposes. Specifically, this
involves managing a range of programmes designed to support people to achieve home ownership. A home
buyer can use more than one of these products in securing home ownership. We also administer and oversee
funds designed to facilitate infrastructure provision necessary for housing delivery which is consistent with our
urban development mandate and functions. This has been described in the previous section (refer
Infrastructure Acceleration Fund, page 46).

Home ownership products

Kainga Ora administers a range of products on behalf of the Crown that supports people to access home
ownership. These products primarily address the barrier of not having a sufficient deposit to access home
ownership. Many of these programmes have set criteria such as income and house price caps.

First Home Loan

This product reduces the deposit amount for a new home to five per cent. Loans are issued by selected banks
and other lenders and are underwritten by Kainga Ora. This allows the lender to offer loans that would otherwise
sit outside their lending standards and therefore provides access to groups that may otherwise miss out. There
are currently seven lenders in the scheme. During FY2022/23, Kainga Ora underwrote 2,773 First Home Loans
(valued at $1.5 billion), a 270 per cent increase over the previous year.

Tenant Home Ownership Grant

A small number of Kainga Ora homes are sold at market value to the customers who are living in them. Some of
these customers will qualify for a Tenant Home Ownership Grant of 10 per cent of the purchase up to a maximum
of $20,000. The Tenant Home Ownership Grant is not available in areas where there is high demand for state
houses (Auckland, Wellington, Christchurch, Hamilton and Tauranga). The number of homes sold and grants paid
are low, due to low affordability. Nine Tenant Home Ownership Grants were paid in FY2021/22 (out of 17 homes
sold) and one grant was paid in FY2022/23 (out of five homes sold).
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Kainga Whenua Loan Scheme

The Kainga Whenua Loan Scheme is an initiative between Kainga Ora and Kiwibank to help Maori achieve home
ownership on multi-owner land, which has historically been a significant barrier to developing Maori-owned
land. The loans are available for both Maori land trusts and individuals with a right to occupy their multiple-
owned Maori land. In the past year, a total of 32 applications were received.

Kainga Ora is currently reviewing the product to improve accessibility and ensure it is modernised in line with
the complementary product of the First Home Loan. Briefings will be supplied to you and the Minister of Finance
with updates on any changes - refer to the upcoming decisions section, page 53, for more details.

KiwiBuild

Kainga Ora administers the KiwiBuild ‘Buying off the Plans’ Programme (KiwiBuild) on behalf of the
Government that supports private sector developers to increase the supply of affordable homes to New
Zealanders. We work with private sector developers to reduce risk through the underwriting of the sale of
homes in new KiwiBuild developments. When a developer is supported through KiwiBuild they are required to
offer a portion of the homes to eligible KiwiBuild buyers first. These homes are sold at, or under, the specific
price caps. This allows eligible buyers to purchase homes at more affordable prices. Kainga Ora works with the
developer until the homes are sold. Crown risk is managed by the setting of policy and applicant criteria,
ensuring competent oversight and due diligence, and by following rules of procurement, relevant statutes and
sound commercial principles.

Recent housing market conditions have resulted in private sector developers facing cost constraints due to rising
interest rates and a restricted credit market. The KiwiBuild underwrite enables continuity of construction and
ongoing housing supply within developments that may not otherwise proceed. As at 30 June 2023, a total of
1,832 KiwiBuild homes have been completed and a further 1,067 are contracted and under construction.

Kainga Ora also facilitates the application and ballot process for potential KiwiBuild home buyers and monitors
homes that have been sold to ensure compliance with the minimum ownership requirements. We received 861
new applications in 2022/23, a 69 per cent decrease from the previous year. There were 199 KiwiBuild homes
sold during FY2022/23, an increase of 28 per cent from FY2021/22.

First Home Grant

KiwiSaver members who have been contributing to KiwiSaver for at least three years may be eligible for a First
Home Grant of up to $10,000 towards the purchase of their first home. This grant is targeted by way of regional
house price caps and income caps, which were adjusted in 2022 and 2023. We paid out a total of 10,782 grants
in FY2022/23, an increase of 61 per cent from FY2021/22. The amount paid in the last financial year was $63.9
million, up 56 per cent from the year before.

First Home Partner scheme

First Home Partner is a shared ownership scheme established in October 2021 that supports aspiring lower-to-
median income earners to purchase their first home. This initiative is funded under the Progressive Home
Ownership appropriation through an interest-free loan agreement between Kainga Ora and the Crown via the
Ministry of Housing and Urban Development that is repayable within 15 years of each draw-down and no later
than 30 June 2039. The maximum value of the loan agreement is $194 million. New applications to the scheme
were closed on 29 September due to funding being fully committed.
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KiwiSaver first-home withdrawal determination

First-home buyers are able to approach their KiwiSaver provider directly to withdraw their KiwiSaver funds for a
first-home purchase. Previous homeowners need a letter from Kainga Ora to demonstrate they are in the same
financial position as a first-home buyer. In FY2022/23 Kainga Ora approved a total of 3,145 withdrawal
determinations, down 20 per cent from the prior year.

Residential earthquake-prone building financial assistance scheme

Deferred repayment loans are provided to owner-occupiers of earthquake-prone buildings facing financial
hardship as a result of their remediation obligations. As the remediation process is lengthy, no loans have yet
been made through this scheme.

Kainga Ora — Homes and Communities 49



Briefing to the Incoming Minister 2023

Partnering with iwi and ropu Maori

Introduction

Kainga Ora works with Maori, including whanau, iwi and ropa Maori, using a strengths-based approach to
enable us to meet Maori needs through Maori-led solutions. This is also a part of fulfilling the obligations that
Kainga Ora is committed to under the Kainga Ora Homes and Communities Act and the Urban Development
Act. Our aim is for this to increase the supply of housing and provide more options to whanau and Maori across
the housing system. Safe, healthy, affordable and stable homes within a chosen community are fundamentally
important to enable whanau to feel a sense of connection, identity and belonging.

Developing and maintaining strong partnerships with Maori is essential to enabling Maori aspirations to be
understood and protected. Kainga Ora is exploring opportunities to empower whanau, hapl and iwi Maori in
the building of their communities where they are benefitting from enhanced wellbeing, a sense of identity,
connection and belonging.

Over FY2022/23, there were almost 700 meaningful partnership engagements which enabled Kainga Ora to
partner with various iwi and ropd Maori across Aotearoa New Zealand for a range of projects and
developments. This operationally translates to connecting with an average of more than 110 different ropa
Maori every month across Tamaki Te Taitokerau, Te Puku lkaroa and Te Waipounamu. The purpose of these
engagements is not only to capture the perspectives and support of mana whenua and tangata whenua for the
progression of developments but also to promote the participation of iwi and ropl Maori in the procurement
and construction of projects.

MAIHI Ka Ora — National Maori Housing Strategy

Kainga Ora works alongside the Ministry for Housing and Urban Development and Te Puni Kokiri to deliver on
the National Maori Housing Strategy. As part of this strategy, the Maori and lwi Housing Innovation (MAIHI)
Framework outlines how the Government should structure its levers to enable Maori-led local housing
solutions so Maori housing aspirations are achieved. The role that Kainga Ora plays in MAIHI Ka Ora is to
contribute to an across-government approach to partnering with Maori throughout Aotearoa New Zealand.
This enables us to take a place-based perspective in reviewing and administering the products and services
available for Maori housing support and provide Maori housing solutions that are sustainable.

Wai 2750 — Housing policy and services inquiry

The Waitangi Tribunal Kaupapa Inquiries are designed to provide a pathway to hear nationally significant
claims that affect Maori. Kainga Ora has assisted and participated in the Crown’s response to the Kaupapa
Inquiry into Housing Policy and Services (Wai 2750) as and when required by the Crown. Wai 2750 hears claims
from Maori across the country who have been adversely affected by housing policy and services. The ultimate
purpose of Wai 2750 is to make findings and recommendations that will improve the development and
delivery of housing policy and services for Maori. The role we play in the Inquiry is supporting the lead agency,
the Ministry of Housing and Urban Development, through the working and governance group. Kainga Ora fully
supports the Crown in being transparent and proactive with information to claimants and continues to provide
relevant information to the Ministry of Housing and Urban Development.
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The first stage was a prioritised Inquiry into Maori homelessness from 2009 to 2021. The hearing process for
Stage One concluded in late 2021. Kainga Kore - The Stage One Report of the Housing Policy and Services
Kaupapa Inquiry on Homelessness was released on 18 May 2023 and is a collation of the findings on a number
of themes and recommendations from the Tribunal, with the most distinctive feature of the report being
conclusions on Crown breaches.

While the Crown develops a high-level response, the breaches will be analysed within Kainga Ora to determine
how best to respond to the findings within our organisation’s capacity and scope. For the next part of the
Inquiry, all remaining claimant issues will now be heard in a single comprehensive Inquiry. Issues will be
advanced by theme rather than in stages. The themes are illustrated as Pakitara, or walls of a whare. The
remaining claimant issues will be heard under each theme, beginning with Whenua Maori, in order to focus on
a historical foundation and basis to review the other Pakitara.

System Conditions Working Group under Te Hiku 0 Te lka Iwi Development Trust

As part of the Crown Social Development and Wellbeing Accord (the Accord), the Ministry of Social
Development has developed a joint work programme with a unique governance model designed to fix system
blockages involving Crown agencies, highlighted through local knowledge. The Ministry of Social Development
is the coordinating agency for the Crown, and a number of other agencies hold portfolio agreements under the
Accord. Te Hiku 0 Te Ika lwi has identified Kainga Ora as an important partner in the aims of the System
Conditions Working Group.

Te Rautaki Maori review

The existing Te Rautaki Maori (Strategy for Maori Development) was published in 2021 prior to the release of
MAIHI Ka Ora (the Crown Maori Housing Strategy) and before confirmation of funding decisions surrounding
Maori housing. This strategy was developed through extensive engagement with iwi and ropt Maori to reflect
Maori aspirations. However, while much of its context and vision remain relevant, Te Rautaki needs updating
to clarify the role Kainga Ora will play in achieving the goals and in better reflecting the current environment
and our organisation’s functions in respect of Maori housing.

Kainga Ora — Homes and Communities 51












Briefing to the Incoming Minister 2023

Policy changes were introduced in August 2023 so that eligible applicants could purchase existing homes in
addition to new builds. The household income cap also increased from $130,000 to $150,000 and the income
cap criteria for intergenerational whanau was broadened to include larger whanau. These changes led to a
sharp uptake in applications to the scheme. New applications to the scheme were closed on 29 September and
Sale and Purchase Agreements were unable to be accepted from 9 November due to the funding being fully
committed. This means that around 515 eligible households still searching for a house at the time the limit was
reached are unable to be supported through First Home Partner. There is no legal obligation for Kainga Ora to
fund these households as a Sale and Purchase Agreement and Commitment Agreement had not been signed.

In delivering the scheme, Kainga Ora has shared ownership in a residential asset portfolio that will be bought
out by households over time at the future market value. Proceeds from households buying out the Kainga Ora
share can be used to reinvest in delivering First Home Partner, but the value of buy-outs in the short-term will
not be sufficient to re-open applications without additional appropriated funding. The process for deciding on
the use of any surplus capital gain is subject to agreement and direction by the Crown.

General

In addition to the above key programme decisions required, Kainga Ora currently undertakes Ministerial
consultation on projects that have whole-of-life costs of $50 million or above, involve a new Crown funding
source, or have unique third-party interests. Kainga Ora is also actively working with Treasury about how best
to operationalise the Ministerial consultation requirements set out in Cabinet Office Circular CO 23(9). You are
also responsible for approving the underwriting of the development and sale of homes in new KiwiBuild
developments.

Issues of note

Winton legal challenge

In October 2022 Winton Land Ltd brought legal proceedings against Kainga Ora alleging that our organisation is
engaging in anti-competitive behaviour in breach of section 36 of the Commerce Act 1986 (misuse of market
power). Kainga Ora is alleged to have done this by:

e restricting access to the Specified Development Project process — allegedly only selecting greenfield
developments that advantage Kainga Ora

e outbidding private sector developers like Winton for suitable land

e forcing private sector developers like Winton to participate only in particular aspects of a Specified
Development Project (for example, by purchasing already consented land from Kainga Ora, constructing
houses and on-selling them).

Kainga Ora - Homes and Communities strongly rejects the claims of anti-competitive behaviour and is
defending the proceedings. We continue our urban development work in increasing housing stock for all New
Zealanders, providing a range of housing options to enable more people to own their own homes in locations
close to jobs, transportation, education and other amenities. The focus is on creating thriving communities to
benefit all New Zealanders, generally achieving over and above what the private market is able, or willing, to
do.
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A statement of defence has been filed and we are currently undertaking discovery, which is due in December
2023.

Outstanding report-backs
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Appendix 1: Our people

The Board

The Board is responsible for the overall governance of Kainga Ora and for managing it according to its legal
mandate. The Board provides leadership and sets strategic direction. It also selects, appoints and monitors the
performance of the Chief Executive. The Board currently comprises eight non-executive members. Each
appointment is for a fixed term with the possibility of further reappointment.

The Board Chair and Chief Executive meet with the Minister monthly or as required. Current Board members
are: Vui Mark Gosche (Board Chair); John Duncan (Deputy Chair); Ngarimu Blair; Robin Hapi CNZM,;
Distinguished Philippa Howden-Chapman CNZM, QSO, RSNZ; Major Campbell Roberts CNZM; John Bridgman;
Sir John Hansen; Fiona Mules; and Nicole Anderson. Their biographies are included in Appendix 2.

Executive Team

The Executive Team comprises the Chief Executive, Andrew McKenzie; three Deputy Chief Executives
representing each of our place-based groups (South Island; Central; and Auckland and Northland); Deputy
Chief Executive Sector Engagement (fixed term until March 2024); Ringa Raupa Deputy Chief Executive Maori;
General Manager Strategy, Finance and Policy; General Manager People, Governance and Capability; General
Manager National Services; General Manager Urban Planning and Design; General Manager Commercial;
General Manager Construction and Innovation; General Manager Delivery Transformation (fixed term until
March 2026); and General Manager Urban Development and Delivery.

Andrew McKenzie became the first Kainga Ora Chief Executive when the new organisation was established on
1 October 2019. Mr McKenzie had previously served as Housing New Zealand’s Chief Executive since
September 2016. In that time, our organisation has seen major shifts in our strategic direction, significant
strengthening of the support we provide to our customers, and a large increase in our build programme.
Before joining Housing New Zealand, Mr McKenzie held senior finance roles in the public and private sectors,
leading the finance function for the establishment of Auckland Council. In 2013, Mr McKenzie was recognised
as Chief Financial Officer of the Year for Aotearoa New Zealand.

Construction Programme Advisory Panel

Kainga Ora also draws on the expertise and advice of an independent advisory panel with four members who
have had many years of experience in the construction and property industries and are not Kainga Ora
employees. The panel provides advice and makes non-binding recommendations based on the members’
combined wealth of experience and knowledge of the property development and construction industries. The
current members of the panel are Matthew Harker (Chair), Chris Aiken, Peter Alexander and Peter Neven.

Our workforce

Kainga Ora is a place where people thrive. We create a positive, inclusive and high-performing workplace
where our people are empowered to deliver great mahi for our customers and communities.
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Our people are the heartbeat of Kainga Ora. We will continue to build a positive and inclusive workplace where
wellbeing is prioritised, and capability is a core focus that drives us as a high-performing organisation. Our goal
is to be a diverse and inclusive place where everyone feels they belong.

Values
O Tatou Uara - Our Values were developed by us and for us and reflect the best of who we are now and,
importantly, who we want to be in the future.
e Manaakitanga — is about hospitality, kindness, generosity and support as well as showing respect and
care for others.
e Mahi Tahi—is about working together, collaboration, cooperation and teamwork.
e Whanake —is about being bold to continue moving onwards and upwards.

Location and functionality

Kainga Ora has 3,305 full-time equivalent employees, involved in a wide range of jobs, with teams located
around the country. We have sought to ensure that as a nationwide organisation, Kainga Ora is fundamentally
grounded in the regions of Aotearoa New Zealand with strong, positive, proactive community and customer
relationships informing all that we do.

The geographical location of our people is closely related to the particular function or role they perform, and
the location which best allows them to meet the needs of our customers. The majority of our people are
located in the Greater Auckland (51 per cent) and the Greater Wellington (29 per cent) regions, in both
regional and central offices. The remaining 20 per cent of our people are distributed in small numbers across
the smaller centres nationwide.

Employee turnover is low in comparison to the public service with over 50 per cent of our advertised vacancies
filled internally, demonstrating our strong commitment to developing our people’s careers.
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Appendix 2: Our Board

Vui Mark Gosche (Chair) was a Member of Parliament from 1996 to 2008 and held several
Cabinet posts, including Minister of Housing. He is a former Chairperson of Counties
Manukau DHB and member of the interim Health New Zealand Board. Vui joined the
Housing New Zealand Board in 2018 and served as Deputy Chair and Chair prior to the
establishment of Kainga Ora on 1 October 2019.

John Duncan (Deputy Chair) has extensive experience in global capital markets, banking and
finance. He is a Deputy Chair of the Public Trust, Chair of the Northern Rescue Helicopter
Limited, Trustee of Auckland’s Cornwall Park and a former Housing New Zealand Board
member and Chair of HLC.

Ngarimu Blair has strong Maori governance experience and is a Director of Ngati Whatua
Orakei Whai Rawa Ltd, a large property company responsible for the protection and growth
of the iwi commercial assets. He is the Co-Chair of the Tamaki Makaurau Mana Whenua
Forum and a director of Manaaki Whenua and Waka Kotahi — NZ Transport Agency.

Robin Hapi (CNZM) has significant governance experience across not-for-profit
organisations and commercial and tertiary entities. Robin has expertise in management,
financial management, dispute resolution and strategic planning, and maintains a wide
national network of Maori and non-Maori individuals and organisations. He was chair of
Maori Economic Development Advisory Board and is chair of Te Wananga o Raukawa. Robin
has just finished his term as a member of the WorkSafe NZ Board.

Distinguished Professor Philippa Howden-Chapman (CNZM, QSO, RSNZ) has a background
in public health, with a focus on housing, energy, climate change and sustainable cities. She
is co-director of He Kainga Oranga/Housing and Health Research Programme, awarded the
Prime Minister’s Science Prize, the Royal Society of New Zealand’s Rutherford Medal and
designated the World Health Organization’s Collaborating Centre on Housing and Wellbeing.
She is the director of the NZ Centre for Sustainable Cities and chaired the World Health
Organization’s housing and health guidelines and the International Science Council
Committee on Urban Health and Wellbeing: a systems approach. Philippa joined the
Housing NZ Board in 2018.
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Major Campbell Roberts (CNZM) has held senior leadership roles within The Salvation Army
and New Zealand community organisations involved in housing and poverty alleviation. He
is a member of the New Zealand Parole Board and The Salvation Army’s Social Housing
Board. He has worked in housing on the Boards of CHRANZ, KiwiBuy Coalition, Community
Housing Aotearoa, New Zealand Housing Foundation, Community Finance and Habitat for
Humanity. Major Roberts has also participated in the Ministerial Shareholders’ Housing
Advisory Group, the Prime Ministerial Task Force on Housing Reform, the Ministry of Social
Development Housing Reference Group and as a housing expert in the Children’s
Commissioner’s Expert Advisory Group on Solutions to Child Poverty.

John Bridgman (appointed to the Board effective 1 January 2022) has significant experience
in engineering and project management roles across Australasia and Asia. John has held a
variety of senior leadership positions and governance roles, including at global
infrastructure building company AECOM (as Industry Director — Civil Infrastructure in
Australia and as Managing Director for the New Zealand business), as well as governance
roles on major infrastructure projects in New Zealand, Australia, Asia and the United
Kingdom. He is the Chair of City Rail Link Limited; and Director of Waka Kotahi —

NZ Transport Agency.

Sir John Hansen (appointed to the Board effective 15 August 2022) has had a distinguished
law career spanning over 30 years, across New Zealand and Hong Kong. After retiring from
the bench in 2008, he undertook a number of significant community-focused roles such as
chairing the independent panel for the new Christchurch District Plan, heading the Red
Cross’s Earthquake Appeal Commission following the 2010 Christchurch earthquake and
being on the Bone Marrow Cancer Trust. Sir John has been involved with cricket all his life,
being a member of the Board of New Zealand Cricket and a current member of Canterbury
Cricket Trust.

Fiona Mules (appointed to the Board effective 1 January 2023) commenced her career as an
investment banker specialising in transactions and valuations, before being brought in by
the New Zealand Treasury to establish and lead a Public-Private-Partnership programme in
New Zealand. Since that time, Fiona has consulted to the New Zealand Government on
numerous large-scale infrastructure projects and programmes across the areas of funding,
financing, structuring and procurement. She is a former Director of the Reserve Bank of New
Zealand, KiwiRail Holdings Limited and Lyttelton Port Company. Fiona is also currently a
Director of Rural Livestock Limited.

Nicole Anderson (appointed to the Board effective 1 January 2023) is a chartered member
of the Institute of Directors (CMInstD) with a background in financial management and
business development. Nicole is currently Director of the Ngapuhi Asset Holding Co, Top
Energy, Chair of Northland Inc Ltd; and as at 1 June 2023 was Chair of the International
Accreditation Council of NZ (IANZ). She is passionate about whanau ora and community
development.
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