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Executive Summary

introduction

This single-stage business case seeks a commitment to invest up to §241.403m over the first
10 years of the project to regenerate eastern Porirua. Over the 25-year life of the project,
funding requirements reach a cumulative maximum of $494.194m in 2037, with a final net
requirement of $246.132m as the project begins to run large cash surpluses and return funds
to the centre.

Investing in housing assets, community infrastructure and better social services has the/qtentlal to

deliver significant benefits.
\ ( N < X
N
This business case is divided into five sections, each with a different purpqs,e \\ ~ ,\ (Q )\
a. The Strategic Case brings together the views of st’ék h Id\/gs across Goﬁ mi t ~>q_f
Porirua City Council (PCC) and Ngati Toa tp ce e,strateglt; c

case for change. \\ - \\\(Q \
;g of pot

b. The Economic Case |dent1f|es a él\ ntial'option and undertakes
analysis of the costs and be n‘t tuding fist ?Tﬁa\n i and wellbeing benefits).
A preferred optlo fsthe ch sen WhICh opt;\k the impact of investment on net
weIIbemg and’/o "}E 3

resnhen%
c. The\Corr(marf (2 ea</;gh< ) ponsibilities and governance arrangements.

(T‘Iie rfa cial C ines the funding requirements for the project.
F o\ e
_ /"'« Tﬁe M nige e sets out a benefits realisation framework, key risks and next
/%) }\ C/ﬁ step” \
\S\ \ /‘\
N cg_;rios and analysis used in this business case are indicative and do not represent firm and final

§ <fo ermine whether there is a case for investment, it was necessary to develop scenarios to

Eeand the scale of the issue and the types of actions and investment that could be taken. if this
business case is approved, the detailed plans for implementation will be developed through processes
mcludmg community and tenant engagement.

Strategic Case

Background

Porirua City has a diverse population, with one of the highest average household incomes in New
Zealand. However, there are large distributional differences. Eastern Porirua has some of the
highest levels of deprivation and household crowding in the country, while new developments such
as Whitby and Aotea are some of the least deprived.

Eastern Porirua today is a low socio-economic status area, with mainly decile one schools and a score
of 10 (most deprived) on the NZ Deprivation Index. For many people, eastern Porirua has a bad
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reputation, but not among the people who live there. For the area’s 18,000 residents, ‘Eastside’ is
home and has strong and vibrant communities.

The strategic context

Eastern Porirua is in need of community regeneration. Other large areas of public housing around
New Zealand are already undergoing regeneration or redevelopment, particularly where market
conditions are favourable. At present, Housing New Zealand (HNZ) is not funded to undertake a
regeneration in eastern Porirua and investment will not occur without a whole-of-Government
approach to realising the potential benefits.

The strategic opportunities for Porirua that are presented by Transmission Gully and changes to the
planning environment mean that the timing is right for an integrated approach incorporating
housing, community infrastructure and social services.

>
Fn N
A regeneration programme aligns with multiple strategic objectives for Central ar{tﬂ.\o\ l\ > gf\\
Government, including: (1 A3
\\ " S T "-) o
BN
a. delivering affordable housing in a time of worsenmg‘ﬂzﬁor)ta\ge 4| supply\ (f\}

/ ) \ =
b. improving the wellbeing of eastern Poriru pu kch S|ng tend ts\ﬁ?\@ddrmsmg
the current renewal liability for HNZ\giQ\ FKQ

c. improving amenities, comrr@m\y\n%gstr’ucture\and cgnrkgr,tnfty in a way that
benefits the wellbemgo all ea t rn Ponm\a Ireqt %n?s' and

d. building rejJJIanem\he,communrty\,
o
Investing in these o ‘comes rs \»( ted\gﬁ@er)ﬁca economic and wellbeing benefits.
The caae\fr& ¢h : \\\\ \x\

\ \
ﬁ ak,e\gy\'s |dentrf d four'iny stment objectives for this proposal. Potential benefits were
m(p:e based \Io a\\and mternatlonal evidence of the likely impacts of investment.

‘}lef 3 from better neighbourhoods and a more resilient community, but these are of
mtude and are harder to quantify.

\I'he Iar%i;( ¥3ﬁle benefits are related to improving public housing stock. There are many
ten

stment Objective One | Better housing choices

Existing Arrangements People in eastern Porirua have limited options for housing typologies and quality is
poor. Eastern Porirua and the Wellington Region are experiencing rapid growth in
both house prices and rents, resulting in negative social impacts. There is insufficient
land supply or development capacity to change this under prevailing planning and
market conditions.

Community Needs Well-planned optimisation of the use of Government land that delivers a range of
public, affordable and market housing supply at scale. Regulatory, economic and
social pressure to improve the quality of private market stock.

e New public, affordable and %] .

R }Xi\ Improved housing stability
market housing with a :
e S Recruitment and training of people in Eastern Porirua in the construction
€9 sector, reduced jobseeker benefit
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Existing Arrangements Most of the Porirua public housing portfolio is old and not fit-for-purpose. The

existing portfolio does not match demand, and causes significant asset and tenancy
management issues for Housing New Zealand.

Community Needs A portfolio that is warm, safe, dry and meets modern design standards.

Retrofitted public houses x Subjective wellbeing gained from better mental health, better housing,

living in a warmer home and feeling more health
Redeveloped public houses E . d

Fewer hospitalisations from infectious diseases due t¢
fewer incidences of respiratory illness from da

Porirua has areas of high concentration of public housing, schooling challenges and
poor neighbourhood amenity with perceived safety issues. Urban form does not

i supports connectivity and active transport. Local schooling is perceived as an asset in
the community.

support and enable connectivity and active transport.
Less concentrated areas of disadvantage, with good public and neighbourhood
@ amenity that supports people feeling safe and connected to each other. Urban form

Existing Arrangements Social capital in eastern Porirua is a strength, but the area suffers from concentrated

economic disadvantage.

Community Needs Regeneration will attract new people into the community, but this needs to be done
in a way that enables local people to stay, achieves community buy-in through
reflecting their identity and culture, and identifies opportunities for the community
to be better-served by public funding.

% Subjective wellbeing gained from better connection with neighbours,
improved physical health and feeling safer.

Eastern Porirua Community Regeneration: Final



e  Masterplanning with -l Being more active via walk and cycle ways improves fitness, reduces

reduced concentration of diabetes and cardiovascular disease risk.

ublic housin
E 8 ~ L Improved productivity from reduced rates of depression

e Road realignment 5" i
®  Pedestrian and cyclin o ) ) .
= & Better school attendance and progression to higher education from
infrastructure [

neighbourhood effects

e  Enhancement of parks
. R Recruitment and training of people in Eastern Porirua in the construction
e 3 Waters infrastructure 80 ) )
sector, reduced jobseeker benefit
e  Renew and investin

schooling M Reduced incidence of crime

e  Changes to social service

delivery gt Community resilience from more effective services and bfetég"r-iocia(
5

; '.,' Economic sustainability from a more mme{j‘lﬂdﬂ c:im\rnunlty 5 r’ Kv
@7=  Improved environmental sustémé ity ,more efﬁcieﬂt&l&ﬁes ‘mfd
L
better urban form Z \,
N \, ( -
_. <"‘*\~\§\” AOr
A L\ \

Economic Case L RO)e T @

-

; <"\> e P x
A range of options have been{x{p}lg ed.f mvestn'ir{tmx&‘}e Porlrua ranging from minimal
investment to full redevélfgpm Styat‘hlgh densjty. “Anodelled counterfactual was developed based
on the potentlal ap Q;:!Q]’(fhd NZ mi h‘éta?ge Qa\iéd‘on its long-term asset management strategy.

Thls bu \\s ai{lﬂ grpurat t \b\eléof benefit analyses:

tary benefits to the taxpayer, such as a reduction in health costs
h reduced hospitalisations.

c. Wellbeing: Here we express the monetised, intangible benefits to individuals. For
example, the amount of extra money a person would need to earn to make their
wellbeing as good as if they had better mental health.

The table on the following page shows the economic analysis of the four shortlisted options. The net
present values (NPV) include ali capital costs, as well as fiscal, economic and wellbeing benefits. In
general, the total benefits increase for each option from left to right, but the costs increase at a
greater rate. We also undertook qualitative analysis of benefits that were unable to be quantified.
Options were ranked against each criterion, with points assigned depending on the ranking (for
example, four points for being ranked first).
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Estimated costs and benefits (Sm)

Option 1: Option 2: Option 3: Option 4: Full
Counterfactual Counterfactual & Focused regeneration
key moves regeneration

Discount rate 6% 3% 6% 3% 6% 3% 6% 3%
Capital Costs 288 386 400 515 551 723 748 997
Fiscal benefits 56 93 65 108 100 165 117 194
Economic benefits 33 51 41 62 91 157 113 197
Wellbemg benefts 348 630 381 705 387 737 390 764

Cost-benefit analysis of monetary costs and benefits:

Total beneﬂts 437 773 487 875 578 1,059 Ké 1,155

Total NPV/rank

Multi-criteria analysis of non-monetised benefits: rank (score)

B
\,/‘
<> O
Housing Supply 3(1.5) % / % _; 1(4)
Optimised housing
portfolio 3(15) E

Economic 2(3) 1)

sustainability

2(3) 1(4)

four options assessed, fiscal and economic benefits are outweighed by costs. The primary
nefits relate to the wellbeing impacts on individuals. This means that investment in regeneration
in eastern Porirua should not be expected to generate direct monetary benefits. Instead, investment
represents a transfer from the taxpayer to a particular community in need that aims to achieve an
increase in overall net wellbeing for New Zealand.

This is a fundamentally different way of thinking about economic analysis for an investment
proposal. Applying this approach has been enabled by recent innovations in the area of wellbeing
valuation by HNZ, The Social Investment Agency and the Treasury.

On balance, the preferred option is Option 3: Focused Regeneration. This option delivers well
against qualitative criteria, with a quantifiable increase in net wellbeing as a result of the investment.
Considering the qualitative and quantitative benefits together with the costs, Option 3 scores better
than the other three options (as shown in the figures on page 57).

This involves redeveloping most of the housing in Waitangirua, Cannons Creek East and Cannons
Creek West, while retrofitting the better-quality freestanding homes in Ascot Park and Porirua East.
This reduces the concentration of HNZ properties to a more sustainable level while maintaining the
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number of public houses, delivers high-quality and fit-for-purpose public housing stock, at least 1500
new private dwellings (with a total net increase in supply of 1950 dwellings), and a range of
investments in community infrastructure that unlock development potential, including:

a. [3]

b. Cannons Creek neighbourhood centre: Revitalisation of the centre based around
Cannons Creek School, Park and shopping centre would provide a hub for
community activities and a focus for better social connectivity. This could include
co-location of key social services.

c. Greenways: Walking and cycling connections enabled through |mpr§nn’g the Sy
condition and safety of greenways enable people to be more, oghna to @ach !,_/{,\\
other and will promote active transport. \\ / . 1|\ 5 E) ;

d. Upgrading Mungavin/Warspite Avenues: Redeafeiﬁpment\w ld form \1
transport corridor and neighbourhood ‘front ya gf&' > 'N;l/s is Would be hn\\ rta { part

of creating visible change early to bUI\d*\m‘m i\ltv L‘onfl iqief )\\

e. Connection to city centre: An fn pré\% pédestnan\.’grrd ) connectlon to
Porirua city centre would e cp\n ectlon to, b }]>curh ermal areas and the train
to Wellington Clty@nlo& potentlal kn ea F%{h\ @’rlrua

Investment in schoollng}'la“s*t‘?t{é’ fdentif'ed as bo (?\{ v\méans of better serving the existing
community and an enabiei‘ [o] ftractmg eg I \area Lessons from the Tamaki regeneration
and Hobsonville-Roi ‘;ieVéTopments hisgﬁ ettlng schooling right is critical to the success of
a Iarge~scale‘ﬂf gn@nt In adtﬁco\n% t}le potentlal impacts on network capacity, the perception
of &}h qug/f inanareai (‘s a\'n jor%rlver of households’ decisions about where to live.

Even spread over 25 years, a regeneration proposal represents a big change for the community of
eastern Porirua. To manage this change, implementation will need to include a strong focus on
building social cohesion. This will include community engagement, involvement in elements of
design, place-making and the employment of local people within the implementation of the project.

Commercial Case

The preferred commercial structure of the project is based on lessons from other redevelopment
projects, and aims to enable delivery agents to operate with clear mandates, and a minimum of
additional bureaucracy. There are seven key roles:

a. Regeneration Board: Joint Crown, PCC and Ngati Toa appointments.

Eastern Porirua Community Regeneration: Final | 9



b. Master Developer: Homes, Land, Community (HLC, formerly Hobsonville Land
Company).

c. Developers and Contractors: To be procured.

d. Public housing owner and tenancy manager: HNZ.
e. Bulk infrastructure provider: PCC/Wellington Water.
f. 2

8 2]

The Regeneration Board will provide oversight and own the vision, spatial strategy and relationships
between key partners. It will also make recommendations to Ministers and delivery e@tles to shape
masterplanning, community engagement and social service provision. The Regener tio: yard will /'B
own the key strategic and political risks to the project. \\

2

Delivery entities will be responsible for their individual objectives wlthin“s e pr gr me, Wltﬁ/ h\eg
existing Boards responsible for operational and financial perfomp’h\gg\hdm strea@éiwl] ﬁ\e dfa‘ett
to individual delivery entities and monitored centrally. _— \\’ > \

SO N
This structure is designed to balance |ntegratlon cq{t‘e@ rOJec; ob Xst es-against

transparency about performance of individual co nents. Acc X&allocated to the
strengths and weaknesses of each delivery é kty anagm :Eujq |

The delivery programme is esti Vat} tQ; an 25 y 52 ﬁ'l m aCtIVItiES from the appointment of
the Master Developer t}kgug c{al lanned (55633 Ulh i e' and being utilised by the community.
There will be ome 'L \Emermal c to support this approach, most notably being
speed o Bﬁh Jmarket Q mvalue of delivery, and the market confidence of being
mvoh(e rou 'approprlatei% \éﬁ commercial risks.

%x{cn,al é\é?;\\ -

T e/“ gj)ng required to regenerate eastern Porirua is $241.403m over the first 10 years.
he -year life of the project, funding requirements reach a cumulative maximum of
<<>>X§ 43194m in 2037, with a final net requirement of $246.132m as the project begins to run large

.

sh surpluses and return funds to the centre. We propose that a portion of Crown capital is repaid
throughout the 25-year modelled period using surplus cashflow from land sales and rents.

Project cash

200
150

100

50

$ Millions

(50)

{100)
(150)
(200)

2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042
Years
= Net land sales s Disposals we Ront
Master developer cost = Acquisilions m== House purchases & refurbishments
= Regeneration we Operating cost —Net surplus / deficit
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Annual project net capital funding requirement

Year 2018 2019 2020
Yearl.y net 1.168 46.061 38.937
requirement
cUmeIatlve net 1.168 47.229 86.166
requirement
Year 206 2027 2028
Y n

early net 33.684 (6.458) 48.663
requirement
Cumulative net 247862 241.403 290.067
requirement

Yearl-y net 5.079 (15.054) 28.282
requirement
Cumulative net 463.084 448.030

requirement

w\y

2021 2022 2023 2024 2025
25.749 36.929 6.200 19.895 39.238
111.916 148.844 155.044 174.939 214.178
2029 2030 2031 2032 2033

59.271 35.140 58.313 26.806 (11.592)

N
\%é

349.338 384.478 442 79f 97 45 0

2037 /\O s F ..'.r_: B
- /"\ (\\\ < \‘\
e} 5591,\\\ {3’ o) (323900\\3368)  (107.421)

/\ \‘ k)) d K ))

\m :¢521

439 20 521 353,553 246.132
N

Qi \

There are fairly limited oppgns fol/\\aricmg thep ‘}we) %IS is because:

-~

the Mast rD velop r\do@s het fgve an ongoing source of revenue, so it is not

vp?a faltotake\onia i\@alfmance for this project, and

/\ \
y b”\\market'
e

w\“’

re\t wil \qt §upport sufficient borrowing to fund the new public houses.
!

We\\b\'e’ferred ué\t&re is\forf all revenue from land sales and IRRS to be used in funding the project,
th Crowfrloans ¥ fcuerthe net requirements. This can be extended out to cover the maximum

3434’1

\mrc pntal funding requirements, and paid off as the project begins to run surpluses in

a \a\y\la ) The net requirement of $246.132m at the end of the project could be covered by Crown
Ul

njections,

\ ot Th|s does not utilise rents that are collected after the development period, or cross-subsidisation by
HNZ through borrowing against the cashflow of other portfolios. Other finance options could be
explored, but because of the long-term nature of the project this is unlikely to substantially reduce

impacts on capital allowances.

Capital funding requirements could be reduced by increasing the rent that is paid to HNZ. This would
require a change in policy by The Ministry of Social Development (MSD} and increased funding to the
Public housing Purchasing Multi-Category Appropriation.

! Note that financial analysis has been conducted on a quarterly basis. The maximum funding requirement of $494.194m occurs in the 3rd
quarter of 2037, after which a forecast cash inflow reduces the cumulative net requirement to $473.752m at year end.
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To avoid excess capital requirements in any one year, capital funding should be spread across years
and dispersed on a yearly basis as required depending on project costs and revenue, rather thanin a
lump sum.

Management Case

In the event that this investment proposal receives formal approval, a specific project will be
established to deliver the required services centred around the Master Development role. This will
mean HLC owning the programme, working closely with HNZ, MOE and PCC in developing the detail
of workstream requirements. Governance and project management will largely be achieved through
existing structures and processes, alongside the establishment of the Regeneration Board.

A comprehensive benefits management framework has been developed using the Treasup; Living

Standards Framework {detailed in Appendix 5). This sets out key metrics for momtor gé:\d

evaluation of the programme throughout its lifecycle to ensure that the expected\\hﬁ e{ng beneflts < \
N

of the regeneration proposal are achieved. ) (/\:\ \ \ \ \\

\ )
Next Steps < }} O \
S % e
This Single Stage Business Case seeks a commitmen tf aB Aét 1o lnltqt( th re/g}neratlon
programme and appropriate the required fund ng\tr'\ Bu’ get 2Q1x\e\\
o

Appropriate arrangements will be p/ut in. pia Qb ween Trea§
masterplan to HLC and appoint. th \i)tl"e central p;ogra m n\*ld agement entity. All

L% HLt to transition the
documentation, drawings, anEl ffnaﬁc ial’models wllf\he«h‘ai ed.

The Regeneration Bl d wlﬂ I;Q forme b Em )nf recommendations from the Treasury, PCC and
ion P?[

Ngati ToE &t E\/ \\ o~ \\\5

A r/aft \n /tlon -and ené \e}lent strategy has been developed to facilitate the

L0 4
\ @m Gni,’(.‘af/on of :e\ssé gs te the community once the business case is approved. This has been
\de v& ped basé sultation with all key delivery agencies and is attached as Appendix 6.

HLCA; o\ Srrepﬂy active in the Wellington/Porirua area. To implement the Eastern Porirua
/C@\u?mr }Regeneratlon Programme, it will need to establish a local office with the required
(( rso el as soon as practicable.

S

12 | Eastern Porirua Community Regeneration: Final



Introduction

1 This single-stage business case seeks formal approval to invest up to $241.403m over the first
10 years of the project to regenerate eastern Porirua. Over the 25-year life of the project,
funding requirements reach a cumulative maximum of $494.194m in 2037, with a final net
requirement of $246.132m as the project begins to run large cash surpluses and return funds
to the centre. Investing in housing assets, community infrastructure, schooling and better
social services has the potential to deliver significant benefits.

2. This business case has used innovative approaches to measuring the impact of interventions
on people’s life satisfaction. In anticipation of Budget 2019 having a central focus on
enhancing wellbeing, we have quantified the potential wellbeing benefits of mvestment in
addition to fiscal and economic benefits. This enables a focus on the total net %i betng thatis
being generated as the result of investment. This is not about the direct fi nc{t‘etu;n but g_’/‘\x
about how taxpayer funds can be used to enhance the overall well%:h{%\em{\i aland. K\
]
3. This business case is divided into five sections, each with a/dgffﬁ\,ent\purp se: A \ \ Y//\ N
LN 25
a. The Strategic Case brings together the weWs 0 stakeho\lders across}G\wern}nent
Porirua City Council (PCC) and Ng(tLT‘o}m to Qoh !>rn the stmti%{c\cont}e:& and the

case for change. \\\ % h\e \\ \
fie\ab

b. The Economic Case ident e range of }ﬂ nfal bptlons and undertakes
analysis of the cosii‘afnheneflts (m;lud% 15 al, éonomlc and wellbeing impacts).
0

A prefej n>|s\t1fen chosen hle q?nises the impact of investment on net
welll;ei ndr}mcﬁfces a suit‘éma\b P\(‘im}Jact

/?he éa }uermal Cas %&ghs rotes, responsibilities and governance arrangements.
\

\\““

& ff \\ 1. Jh’e Fmgnaal Cq\ defermmes the funding requirements for the project.

iﬂ)) \//:, e. The @aqs\gerﬁent Case sets out a benefits realisation framework, key risks and next
\’B __\, \ Sl/\/

- ——

gy i ‘N(GTE he scenarios and analysis used in this business case are indicative and do not represent firm and final

( Pans To determine whether there is a case for investment, it was necessary to develop scenarios to
understand the scale of the issue and the types of actions and investment that could be taken. If this
business case is approved, the detailed plans for implementation will be developed through processes

including community and tenant engagement.
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Strategic Case — making the case for
change

Key points

4. Eastern Porirua today is a low socio-economic status area, with mainly decile one schools and
a score of 10 (most deprived) on the NZ Deprivation Index. For many people, eastern Porirua
has a bad reputation, but not among the people who live there. For the area’s 18,000
residents, ‘Eastside’ is home and has strong and vibrant communities.

5. Eastern Porirua is in need of community regeneration. Other large areas of publgﬁgusmg
around New Zealand are already undergoing regeneration or redevelopmenﬂ gCul rly A
where market conditions are favourable. At present, Housing New Zed g Js’not —~ \\
funded to undertake a regeneration in eastern Porirua and mvest ié'n S&i t occur wmﬁe J)

whole-of-Government approach to realising the potential be;lgffs \ S
( \

6. The strategic opportunities for Porirua that are pre§pn e l‘fy 'I;éa SMissj G} ~§h¢changes
to the planning environment mean that the nml&a 15\;gh 6r an !,nté t(:d bach

incorporating housing, community mfras r\%t ﬂ social se\%\ \

7. A regeneration programme alj gnswyltﬁ\muit:ple strate :q bb eftwés for Central and Local
Government, including: )
\ ’\ . (/d \\

a. dellverlr((ffo amé ousm na\i §0 worsemngshortage in supply

q\f c%ktme weljgéé?t oﬂ? ern {Porirua public housing tenants and addressing

(\ the-gurrent re\\K m; for HNZ stock
,\

-7 |mprovi memtl s, community infrastructure and connectivity in a way that

Q )\ - v\fellbemg of all eastern Porirua residents, and
\,rg

S

,\

resilience in the community.

g, vbs\mg in these outcomes is expected to deliver fiscal, economic and wellbeing benefits.
((3)& rategic context

Background

9. Porirua City has a diverse population. New developments such as Whitby and Aotea are some
of the least deprived, with some of the highest average household incomes in New Zealand. In
contrast, eastern Porirua has some of the highest levels of deprivation and household
crowding in the country.

10. Eastern Porirua has the highest relative concentration of low income renters (private and
social renters combined) in the wider Wellington Region. Low income? Maori households
account for 16% of all households in Eastern Porirua compared to 3% in the wider Wellington

2 Households earning less than $50,000 per annum.
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Region and low income Pacific households account for 16% compared to 2% in the wider
Wellington Region.

11. In eastern Porirua, around half the population is of Pacific descent, with around 20% Maori,
20% European and a relatively small number of people of Asian, Middle Eastern and African
descent.

12.  Porirua City experienced a surge in Government-led residential development activity during
the 1950s, and 1960s with the objective of meeting the increased demand for affordable
housing in the wider Wellington Region. Houses were built quickly, but with little recognition
of the need for community infrastructure, social cohesion or good neighbourhood design.

13. Initially, the area was constructed to house workers employed in the manufacturing plants in
Porirua City and their families. Since the 1960s, housing assistance has been increasingly

Disadvantage was concentrated in areas such as eastern Porirua and ar
through an ongoing lack of investment.

14. Eastern Porirua today is a low socio-economic area, with
of 10 (most deprived) on the NZ Deprivation Index. F
reputation, but not among the people who live
‘Eastside’ is home and has strong and vibra

Figure 1: Eastern Porirua @

Eastern Porirua presents a rare opportunity for community regeneration

15. Eastern Porirua has one of the highest concentrations of public housing in New Zealand, with
nearly 2000 units across the suburbs of Ascot Park, Waitangirua, Cannons Creek and Porirua
East. Similar areas such as Tamaki, Mangere and Mount Roskill have aiready been selected for
investment in regeneration or redevelopment. Key pre-conditions are met for a successful
regeneration initiative:
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a. Large scale: Eastern Porirua has approximately 2000 public houses, enabling
Government investment to impact on whole neighbourhoods.

b. High concentration: HNZ owns a large proportion of the housing stock in the area.
At present this causes negative spill-over effects by concentrating economic
disadvantage. This means that investment that de-concentrates public housing can
have positive spill-over effects.

c. Low density: Section sizes are large, with low site coverage. This enables the Crown
to reduce public housing concentration and deliver additional housing supply by
using the land that it owns better.

d. Poor public amenity: The design of neighbourhoods in the area is archaic and has a
significant number of poorly-configured areas that exacerbate safety issues. The
current urban design and low-density urban form of nelghbourhoods 3[50,\ PP
contributes to poor accessibility, impacting on the ability to de\v re uent\and _-;;;'
convenient public transport services, and to provide easulg a/cess ie c}m\mumty \& »
facilities that can be reached by active modes of transpo:;t Thé corfcentratlon f )
economic disadvantage in the area also means ha‘t hgcomm}mlty strugg s o AN
access good education and other key semces< > \\ ; ‘\ N\ M

HNZ has a long-term asset management strategy}\af\seljs out howi WIU mahgge its housing

16.
portfolio to ensure that it has the nu ber a a\ﬁmgt on of hpus}es‘\t\hat a}e needed. To do this,
HNZ has to make decisions about red(\s\velo urrent pho;ier‘b?és _purchasing new properties,
selling properties where theK{e n?t needéd ancL bga@‘ g Qew propertles
17.  The public housin %ortfo\llo |n\Eer|rua ison off e\oldest in the country, with an average age
of over 50 years, Appr9 *mately Ss%ﬁthéwpon\j io was built in the 1950’s and 60’s. Figure 2
shows ;he)zs e'@iath‘,g tig tage d\ktrfbuh n of’publlc houses in Porirua. Porirua properties are
rea\chlhg\maﬁ;{( llfecycle dems{o ints around whether HNZ will:
A2
/.-.i (S \er - contmu’g\:o mamtEm the asset in its current configuration
o \'/'\
VAN~
) \\’ / B Pe;trd\ﬁt t}.»e;ustmg asset and make it fit for another 30-50 years
\\Kgs\ P r‘édevelop the asset to make best use of its land, or
\ /
N
_\\\ . .\a\\ \ d. sell and replace the asset with a modern equivalent.
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Figure 2: Age of public housing stock in Porirua

18.
19.

20.
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g @

# NZ state housing total & Porirua o \) \\ \ > \\
HNZ has previously initiated some investment in the are\ia af\;"t;’s:?tthls mc[udfq(g
redevelopment, upgrades and community initiatives_ H eﬁer, NZ is not- u { to,

undertake regeneration on the scale that is re\f\k }n}erprevazhﬁgﬁ%ket c ndltlons

A number of responses have been ma e m\t\\past’ mdepen entl \1 ssing housing issues,
social service coordination or/pub% a em Howeve &Keh been able to embed

fundamental and Iastmg/ch,angg\B

An integrated app oa\h\th‘atréddress sh\fh ors has the potential for positive
outcomes fo ojé rnmu i Qc_cl}l step change in the quality and quantity of
housi a\IabIe

)
TI'Er W\e}lm on Re ion k¥ gkousmg shortage
&

\Por?rua Low’er Hutt and*Wellington City are treated together in this business case for the

Vv purp se\ }v d/rs\hndmg demand and supply. This is because the three areas are within
le istance with interconnected housing and labour markets making isolated

. ; s:s the Territorial Local Authority (TLA) level potentially misleading. The Ministry of

ro\a Development (MSD) treats the three TLAs as a single unit for the purpose of public

‘housing demand and supply for this same reason.

—" Demand

22.

23.

Wellington’s housing market has historically been relatively subdued. However, a spike in
population growth has resulted in rapidly escalating rents and house prices since 2015, with an
emerging shortage of housing due to inadequate land supply.

Based on projections from the 2013 Census, Porirua, Lower Hutt and Wellington households
are forecast to grow overall by 27% (34,104 Households) between 2013 and 2043. At the
same time, household sizes are expected to decrease (as shown in Figure 3). Decreasing
household size means that demand will be for different kinds of houses in the future. Smaller,
denser and more affordable developments are likely to form an increasing proportion of
demand.

Supply

24,

While significant, supply is still insufficient to meet demand. The number of dwellings is
forecast to grow by 24% (32,483 Dwellings) between 2013 and 2043. Across the Wellington
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Region, property experts CBRE have identified 32 different residential development locations
that are planned or in progress currently. The aggregate collection of these sites amounts to
practical capacity of roughly 10,300 individual dwellings. The largest of these is the Aotea
development at around 2,000 units, while the largest yet to commence is Plimmerton Farm at
1,600 units. The current supply of sections is limited with prices reaching $150k-$250k,
making the delivery of affordable housing uneconomic.

Demand/supply mismatch

25. There is now significant underlying unmet demand for housing in the Wellington Region,
particularly for smaller and more affordable dwellings. Analysis by CBRE indicates that there is
already existing demand for over 1,000 terraced dwellings around $500,000 from households
across Wellington that could be met specifically by housing in eastern Porirua. In addition to
this existing demand, the population of Porirua City is projected to grow by a further 3,000

S

Figure 3: Forecast populaticn and household dynamics in Porin? \:T)(/\
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b Forecast year (ending June 39)

Kiwibuild and new institutional arrangements will transform the
Government’s role in housing

26. The Kiwibuild programme is intended to deliver 100,000 affordable dwellings for first home
buyers over the next 10 years, ranging from $300,000 to $650,000, depending on typology and
location. Government has allocated $2 billion of funding for this programme, which will be
leveraged with private (including iwi and institutional) investment, and be recycled as houses
are sold.

27. Kiwibuild dwellings are intended to fill an ‘entry level gap’ in the residential property market.
To achieve the price points which have been established for the Programme, they are likely, in
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the short term, to be mainly one and two bedroom units, built in medium to high density
typologies, and significantly smaller than the average new house built in New Zealand.

28. The Kiwibuild Unit within the Ministry of Business, Innovation and Employment (MBIE) is in the
process of identifying and leveraging opportunities to procure Kiwibuild dwellings via:

a. existing government-led housing initiatives, such as those being undertaken by HNZ

b. acquiring and on-selling vacant and underutilised Crown-owned land, as well as land
purchased from the private sector and others, to developers for the delivery of
Kiwibuild dwellings (the Land for Housing Programme, which is already underway)

¢. purchasing (or underwriting) new homes off the plans, to de-risk suitable

developments that the private sector or others are leading, and .

d. identifying around five of the signalled 12 to 15 major greenfield a dxhrbarf
regeneration projects that could be progressed by the Hous;ng\ii{}n\‘lmis}smrr {\
A e Y PR Y 'k
29. A project for urban regeneration in eastern Porirua would be, aggod flt\fdf the mayor proiecté\
workstream (d. above), with significant capacity to delwgr Kivglburt¢homes partlcul rly ggven
the low current land prices in the area. The low density oﬁeaster«ri Porirud mea th there is
potential to produce 1500-3000 new prlvate ma(kéQ{w\e)lmgs |nclud|qg\l(|wlb].|\lld homes.

30. A new Ministry of Housing and Urba Divelo\J ent is to be estab\ls\\eﬂ xAtter in 2018. This new
Ministry will provide a new system\l r\{ rsi’np role Wlt bndate to work across agencies
to coordinate the social, ecohofnic and emnronme t\ala} s of housing and urban

development. This is Ilkgly t’D\ flde:

a. MBIE k\housmg”\nd urbarfp\{lit\( fyndfons the KiwiBuild Unit and the Community
Hc{u?\lg Rbguiatow At{‘thm’y
< \\ b \
> 3\ \\b \MSD'S pollcy for, enlergencv, transitional and public housing, and

& "-b\\-;.f c. ;no"ut\onng ofHNZ and Tamaki Redevelopment Company (TRC) currently in Treasury.

\ %\
é’l lg art of eilv}:rmg institutional reform, there is intent to establish a Housing Commission —
\thdépendent Crown-entity with a fast-tracked planning process and other statutory powers.
ousing Commission is intended to undertake major greenfield and urban revitalisation

- "\\

< ri'a\ The

initiate a regeneration project, the Housing Commission could have a significant positive
impact on delivery when it is formed due to the potential to apply enhanced powers.

*\\ ‘ I"OjECtS in partnerships with Councils, private developers and iwi. While not essential to
b

J

)/

Changes in the strategic environment mean the timing is right
Porirua City Council is producing a District Plan focused on growth

32. PCCis currently in the process of reviewing its District Plan. This presents a good opportunity
to align renewal with the planning process, ensuring that zoning and spatial planning
maximises opportunities for growth, development and flexibility over time. Public
engagement has begun, with feedback so far indicating that a renewal project would align with
community aspirations.

33. Key messages focused on strong support for diverse housing options, affordable housing and
acceptance of the need to grow. The community did not want to see low-density sprawl as the
future growth model. Instead, they supported moving into medium density intensification,
and increasing height limits in the City centre.
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Transmission Gully will transform Porirua’s connectivity

34. With Transmission Gully expected to open in 2020, Porirua is poised not only to have improved
access to employment opportunities in Wellington City, but to leverage improved connectivity
to create more local economic development and employment opportunities.

35. Eastern Porirua in particular will benefit from PCCs investment in the planned fink road in
Waitangirua. This creates an opportunity to rethink the current land use mix to provide for
commercial and industrial uses.

36. Inaddition, PCC is considering zoning industrial land in Pauatahanui. This would take
advantage of the improved connectivity to the area and could create a hub around the
northern link roads which gives Porirua City a regionally strategic position, being accessible to
the Hutt Valley, Wellington City and Kapiti Coast. Supply and demand analysis mdlcates this
could realise demand for up to 63 hectares of industrial land. This would create i&igmflcant
economic boost to the area and generate much-needed local employment. \ \Q A

N

‘\
Regeneration aligns with Porirua City Council strategic priorities \ \\

/'\‘

N\
37. Renewal of public housing in Porirua has the potential to coni‘nbgte\t@ fdur of PCG\s keyH \( >
strategic priorities: > -\\\\ e AN

\ \_\I N \
a. Children and young people at thefcent\'e o}mty)decmons b\y eqsunﬁg they have

affordable housing to either. rent e\qd{nr buy and a healt}N emhronment to recreate
in. RN 0% \1 \ _;,\5.‘-\-'\

\ NN S
b. Ahealthy an pmtege:bharbour and ca‘;\qhh\ient\bv creating provisions that manage
sedlmen;/;nd optaminants from- de%feiqp}nent into the harbour.
-y \'I N -~ \ \ \
c. A gro\gﬁ pro’sperou and regmnaﬂy connected city by leveraging the Transmission
,G/u[ﬂ( gpbortumt to a\lc ilerate residential and business growth and create more

)\\ \ emp]oymentl the mty

o Tk \ d A great b\agmand city experience by creating communities that are more liveable
\ﬂ' > ég énabhng businesses to flourish.

iSC(C |§ mter}dmg to invest in line with these key strategic priorities, which will provide for good
A\ aiign\ment with any complementary Central Government initiatives. Funding for a community
N $ ,,- \hub in eastern Porirua has just been confirmed through the Long Term Plan, as well as

initiatives to support the development of children and young people.

\-_/

Investment will not occur without Government leadership
A whole-of-Government approach is required

39. Eastern Porirua has particularly low property values. This is despite proximity to Wellington
City, an ongoing shortage of housing supply and upcoming transport improvement with a
connection to the Transmission Gully through Waitangirua. The pronounced value difference
{as shown in Table 1) suggests the pricing reflects a neighbourhood effect.

40. Without Government-led investment, there is a risk that private properties in the area will
suffer from under-investment, due to land prices being suppressed by poor neighbourhood
amenity, created by the spill-over effect of the very high concentration of public housing.
Other property owners will continue to have poor incentives to invest in improving housing
assets if Government does not invest, as amenity values in land will remain low.
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41. Conversely, investment that improves the quality of the neighbourhood amenity could lift the
land values of Government housing stock and improve the opportunities for market-led
development in the future. International experience of renewal projects indicates that
removing the ‘stigma’ associated with an area leads to improved private sector investment®.

Table 1: House prices in Porirua

Are3 ~ Median house price®

Paremata/Mana/Pukerua Bay $640,000

Papakowhai/Whitby/Pauatahanui $676,000

Titahi Bay/Onepoto/Elsdon $437,006
Porirua East/Waitangirua $343,000 /}‘

o o
/-’}s{\- J\:\\\\

A\

The current public housing funding model will not support renewal _ ., A\ \ b

42. The model for existing public housing is based on ensurmgjhg br)ta dgr receives ab iva a
market rent. However, these rent levels provide a low- c\\a\st\rejz\ on as/sets‘\ﬂ'{ls\h that

sources of funding, and ./‘ L
BN

b. anyincrease in the,m.l ;E pnb ic hoi e‘\(kxes’addltlonal sources of funding.

43. Existing cashflows are n‘o§ s/‘élq to fma ti\e\n‘i ewal. HNZ is able to finance renewal
and redevelop@ G :n sq &areas/{suﬁ as\A kym ) by using a combination of cashflow and
sellmg/udt a@a\{\jeumula d\sig«ﬁ) tcantﬂalue

a. anyredevelopment or sngmflcant\ﬁh\\f emstlng prdpé%as eéalres additional

44. é 5. Mo e@ will not 50;5‘{ art. i*s;}newal where land values are low (such as in eastern
\, N

\( onrtxaleddltso\nxlcap:t\I/:? required to fund renewal at scale where there is insufficient land
‘u e Becauéé Qf‘ g,nelghbourhood effect in eastern Porirua, market-led development will
\ > not occg nti bthe usmg shortage becomes acute enough for land values to lift significantly
:‘fe th \ ;ghbourhood effect. The social and economic impacts of the housing shortage
k\‘rlgt is point are likely to be severe, including significant increases in material hardship
x \f

nd.a drain on productivity in the region.

3 Superu.

4 Qv, June 2018.
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Investment objectives, existing arrangements and
community needs

Investment objectives

45. A facilitated case for change workshop was held with key stakeholders on 7 February 2018 to
identify investment objectives and gain a better understanding of the relative priorities for
investment.

46. Investment objectives (outlined in Table 2) were developed based on common themes from
the workshop and tested with PCC, Government and Ngati Toa representatives.

Each objective is linked to an outcome domain from the Government Outcomes Catalogue,

Result: Porirua people have more and better housj

Outcome domain: Housing affordability

Stakeholders expressed that deli 2 WO ! not‘be enough. Consideration is also
needed for provision of a m 2 ixofiteriures and options that enable the existing
community to remain, rat

needs to be upgraded, but also redesigned in a way that is driven by the needs

liC
ain: Hous qual
t

amenities.

. Outcome domain: Neighbourhood quality

Alongside housing, investment in key public and commercial spaces, and education facilities is needed to
enhance the community’s access to services.

" Result: Eastern Porirua retains its identity and culture while people experience better outcomes.

" Outcome domains: Social connections and cultural identity

Asset investments are ultimately in service of better outcomes for the people that live in eastern Porirua.
Success in achieving this objective is the ultimate measure of the other three.

22 | Eastern Porirua Community Regeneration: Final



Existing arrangements and community needs

48. Table 3 below summarises the analysis of the existing arrangements in eastern Porirua, and
the community needs to deliver a successful regeneration project. This gap analysis was
developed through extensive research and stakeholder consultation and formed the basis of
the potential service requirements.

Table 3: Summary of the existing arrangements and community needs

People in eastern Porirua have limited options for housing typologies and quality is poor.
Existing Eastern Porirua is experiencing rapid growth in both house prices and rents, resulting in

Arrangements negative social impacts. There is insufficient land supply or development c:
this under prevailing planning and market conditions.

Well-planned optimisation of the use of Government land th
Community Needs . affordable and market housing supply at scale. Regulator) i
. improve the quality of private market stock. - a

Existing
Arrangements

Community Needs

centrated areas of public housing, with good public and neighbourhood amenity that
2 pports people feeling safe and connected to each other. Urban form supports connectivity
and active transport. Local schooling is perceived as an asset in the community.

Social capital in eastern Porirua is a strength, but the area suffers from concentrated
Arrangements economic disadvantage.

Regeneration will attract new people into the community, but this needs to be done in a way
that enables local people to stay, achieves community buy-in through reflecting their identity
and culture, builds social cohesion and identifies opportunities for the community to be
better-served by public services.

Community Needs

Objective 1: Better housing choices
Existing housing choices

49. The Wellington Region has a housing shortage, which is projected to worsen even with the
development of all feasible land.

50. The quality of housing stock in eastern Porirua is poor. The condition of private market rentals
is particularly bad and there is little incentive for landlords to upgrade properties.
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51. There is a limited range of choice in housing typologies, with the housing stock dominated by
free-standing homes on large sections, or small units {including a large proportion of poor-
quality multi-unit typologies). There are more three bedroom properties than required and
too few one, two, four and five bedroom properties available. The large section sizes have an
adverse impact on affordability (and accessibility for residents with disabilities) and the lack of
larger homes results in overcrowding.

52.  Housing affordability has declined as a result of housing costs increasing faster than household
incomes. Eastern Porirua’s private renters are experiencing high levels of housing stress with
43% paying more than 30% of their gross household income in rent® and 20% paying more
than 50%.

53. Rents and house prices in eastern Porirua are both rising rapidly at 13% and 20% per annum

respectively. Without additional housing supply in the area, affordability is I|kely/t0\worsen
.\

.
\

54.  Based on 2013 Census data, Porirua City in general had the highest level o\ overc? owdmg in \
private renter households in any New Zealand city. Overcrowding we s\ veq (@rﬁ in easter (\ \

Porirua, where levels were over 50% higher than the average\far POFIFUB\ Qty (N
LR 2

55. Given the low density of the existing portfolio in Porlrua\\theré ri‘sigﬁn‘icant tl'\eor:a\tzéa! L
capacity for intensification development. Howe-\are\-rl eﬁ q?e,féw comq‘lercrﬁlly\bgabie
opportunities based on the current land valyés- a chet rent; Walt(‘ng unﬂl land values are
high enough is likely to have ssgmf”cant\nﬁgﬁckvg saeial |mpacts

o I'.I \"..:" :\

R

I - "

Housing needs N
i \\ \ ) \
56. Aregeneration in eastqfnipqurga néeds to dé hver’ E\ge number of new dwellings, including
smaller and larger;t/pble tgs 10 addrgs aﬁo?‘ hllit\( and overcrowding, with a denser urban

form to SURP rﬁbngmngxéfford bifity. éi bé; er access to amenities.

57. A rag ge' o\ffenur‘e options \ neede\mcludmg public housing (for both HNZ and Community
“H sing revldersl af‘fur&ab!%rentals Kiwibuild homes and market housing.

e \/

thﬁout ln r ase‘d hpu/smg supply, the current rapid increases in house prices and rents are

l|kel ?:I\lsp ce ‘current residents and create worsening housing stress. However, investing in
at’m s llkely to create upward pressure on land values and rents in the area, as it

\ l';é oF es’ more desirable. This carries a risk of displacing current residents if the additional

housmg supply and density is not sufficient.

J §3 As land values increase, the need to respond with increased density grows greater, if

gentrification and displacement of current residents is to be avoided. Any plans will need to
be flexible and responsive to the community’s needs over time.

60. The existing private market housing (particularly rental stock) is also in need of attention.
While Government development will create economic and social pressure to improve quality,
regulatory action and enforcement is also likely to be required.

5In general, households spending more than 30% of their income on housing costs are considered to be experiencing housing stress. This
is used as a rough affordability threshold.

% porirua City Council Housing Needs Assessment, 2018.
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Objective 2: Public housing is built for the needs of people now and in the future
Existing public housing portfolio

61. Eastern Porirua is characterised by a large stock of undesirable housing. HNZ staff report that
much of the stock is outdated and does not meet modern-day living expectations. The
continually high churn rate of multi-units and houses in less desirable streets is evidence of
this. In 2002 development planning’, HNZ identified a series of key problems, including:

a. unsuitability of housing
b. undesirability of housing
c. negative image of the area

d. the cost of ownership associated with having a portfolio characterise b’ \
unsuitability and undesirability, and \ i Z\ \

e. the cost to the community of the results of social and eco‘horn\c d\hdvaﬂtagec . K\ j)

62. There are problems with a large proportion of the houstngsﬁ{\cl{ fneu?;g out- da<ted, un@uu abf\
and undesirable. There are issues with mappropnaterress\of des:g\I and functional. L}sé; Aulti-
units (as shown in Figure 4) have historically be n ;-:rdest to let\dué, o cbh}éns about
privacy, safety and the practicality of the, c{' g‘ura hnftﬁ}cludmgs r{a srrfall space. The
multi-units are viewed as unattractlve\e nd\a t;ften use qe\mg\e){;} -accommodation until
something more desirable is available hé} through H éprfle ‘private sector.

\
63. The breakdown of pro ea{ttes\)@thﬁ) the ren%al Qxa\s detailed in Table 4 on the following

page. Note that 32% esﬁ)ck is two}stqr i rﬁhltt\or double-unit flats, the property types
that are mosﬂkremstéd/ ése typq!@g: s\aré/eo\centrated within Waitangirua and Cannons

Creek (npaﬁt Jar\/ ) \/
[ ] ‘ /\:\\\ /\\&. / \ - \ \
N /
CON D "f\,\ 2
\< NSRRI
> (,-\>\\
AN x-f;}\"

of

>

7 HNZ, July 2002, Community Renewal Programme: Development Planning Analysis, Porirua East
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Table 4: Typology composition of eastern Porirua portfolic

Two storey flat, three or more units joined together 250 t 13%
T e S ——— e ==
Two storey unit, two units joined together 369 _ 19%
"_S;gle storey flat, three or;wre units joined together , 14 | 1% - ||
Single storey unit 2 units joined together 203 .- 10% ]
‘ Standalone house ‘ 1,128 | 57% i
| total ! 1,964° | _to0% ]‘

64. Asis typical for public housing portfolios in New Zealand, there is a @%
i is isshown in t.
(blue indicates underutilisation and orange indicates ov i
replaced with an asterisk).

65. Overcrowding is linked to conditions suc %}
cold and damp. Anecdotal evidence '
significantly under-reported, d

8 Excludes Community Group Housing and Emergency Housing.
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67. The Porirua public housing portfolio is fairly typical of much of New Zealand’s housing stock in
terms of thermal performance. These older houses are difficult and expensive to heat.
Inadequate warmth in the home can have health consequences for the occupants.

68. HNZ properties have been retrofitted with ceiling and floor insulation where possible. This is

likely to have had a significant impact on the warmth and dryness of the homes. However,
retrofitted insulation does not bring houses anywhere near modern design standards. While
being an improvement on uninsulated homes, significant issues remain. Table 6 illustrates the
severity and persistence of issues associated with typical older housing stock, despite having
retrofitted insulation. These issues are typically worse for more vulnerable cohorts such as
beneficiaries or the elderly.

Table 6: Typical housing performance issues in older houses with retrofitted insulation®

Issue

! Mould

—— s

" House cold always or most of the time

A i __.A‘!
Condensation i ﬁ\\‘” : \/

\\))

N \ »
N 33\\> *\\‘

HNZ’s primary objective’i ha\}e\a\c s5 to well matched, dry, warm and

safe homes that th/QYJ? op e wnh:ﬁ tf\étt m’h\ Homes built prior to 1986 generally fail

to provide living vmdh)n nts a dz s>‘t of pd}ogles conducive to this objective. Despite

being m/\%ai & mQQood t:pqghqwhese properties need to be retrofitted or redeveloped to
tre l(l’,p blic housm”g§\

Other dampness
Heating ineffective

Public housing needs

69.

\cstmfely re :ofl g some- housmg may require a much more extensive (and expensive)
\</\\> hange han lp}p rgtfﬁflttmg ceiling and floor insulation. Table 7 outlines what this means in
D pragtjce> Rat ofuts of this standard bring houses as close as practicable to the new Building

& nﬁ}hl\v reset the property’s lifecycle. New builds already meet these requirements.

\g’€ Pb)tentlal HNZ retrofit actions

<H<E>/>Exl‘erlar } _: ___ 'lnteﬂur — 0

Recladding and reroofing where necessary
Wall insulation
Double glazing

Upgrading sub-floor ventilation to meeting the
building code

New boundary and privacy fencing
Exterior pathways
Weather-protect entry door
Upgrade balustrades to build code

Wet-wall line all bathroom walls and ceiling, replace
vanity

Install pantry, extra drawer banks and fridge space
LED fittings, install internal storage, repaint, viny!
thresholds, reduce chimney height

Remove existing gas appliances

Consider configuration and structural changes to

make house fit for purpose (e.g. moving internal
walls)

° Chapman et al (2007), Effect of insulating existing houses on health inequality: cluster randomised study in the community
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71.

In some cases, even retrofitting to this standard may not resolve all the issues identified with
particular housing typologies. In particular, configuration of two-storey units and flats may be
difficult to change to a level where it is fit-for-purpose. These properties will remain
undesirable to current and future tenants and redevelopment of the properties is required to
provide new fit-for-purpose housing stock.

Objective 3: Eastern Porirua is a great place to live

Existing public housing concentration

72.

HNZ currently owns 39% of properties in eastern Porirua. The predominant clusters of public
housing in eastern Porirua are centred in Waitangirua, Cannons Creek West, and Cannons
Creek East as shown in Table 8 and Figure 5. In places, the concentration of public-housing is

Porirua East P <\\

AL )
Cannons Creek West/~\ \\:)/ » e (\h\\%b\é\ti%

Cannons Cree \5 \)) <®\w\> 63%

wairgigroa) > (IO s

o \Bage’ KO 19%

/3(\ \\VQ\’J Total <\\w\) 39%

28

&
@@

e o
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Existing schooling network

73.  Porirua City has 9,067 students enrolled in schools from year 1-13 and a further 814 attending
preschool. There are socioeconomic disparities in schooling that reflect the broader
population, with the majority of schools being decile 9-10 (least deprived) or decile 1-2 (most
deprived).

74. There are no high decile schools in eastern Porirua, and schools are underutilised. The primary
network (including Brandon Intermediate) is operating at 68% with 846 surplus student
spaces, as at October 2017. Porirua College is operating at 66%, with 259 surplus student
spaces as at March 2017.

75. Eastern Porirua schooling is characterised by a large number of students being sent to schools
outside the area [6]
This worsens as children get older. As shown in Table 9 below, 27% of eastern %}’{ﬁga
primary-aged students go to schools outside eastern Porirua, however by se whool
nearly half the secondary population go to school outside the area.( :

R\

In eastern Porirua

Outside eastern 1< ]
s 43@\ (oq 655 a7%
Porirua /(_;} e\ —
Total (_l? 8\/ 10 \E 1400 100%
(\ 1"\—9 F

(& )
=

76.@%)} pufation of sur reas increases (Wellington North, Porirua North) students
out f{;f\ag%'th schools are likely to be pushed back into eastern Porirua as
@ er option E; %( ed. 6]

[6l “

ti % _fofrm and amenity
) he urban form and amenity in eastern Porirua has a number of issues in addition to housing.
@ While poor amenity causes impacts in terms of convenience and access to shops, more serious
impacts on wellbeing are caused by the reduction in real and perceived safety caused by some
of these areas.

78. (3]

79. Eastern Porirua has a number of parks, reserves and green spaces. However, these are not
necessarily configured to meet community needs. Quality is variable, and some are arranged
so that houses all face away from the area, which leads to safety concerns at night.

80. The street layout is problematic in some areas. Cul-de-sacs originally designed for privacy have
become a safety concern. Large blocks have made infill development difficult and there a
number of internal areas where there is no visibility from the street (as shown in Figure 7, with
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HNZ properties marked with orange dots). Access to and from these areas is flanked by
houses, which makes the access ways a concern for both crime and traffic safety.

81. The layout is car-centred and cut off from the rest of Porirua City. There are limited
opportunities for active transport for the residents and accessing the city centre means
navigating an underpass that is perceived to be unsafe.

(1

( TN
2 l; #
Neaghbadaﬁooa‘ quu!:t)\/ needs \ \\ \

‘\ ‘(?eaa afe a numbe}\gf key\e\lets of neighbourhood quality which could be addressed through
\\’\ apubllc qusnig}ehg)vaf project. These range from minimal intervention through to
2 W commun gg’nerat:on initiatives and include:

N
-~ }
/\ < \1\3. gmprovmg amenity through doing up houses
1{//‘\‘\ X
h \/ \,\..\ b. reducing the public housing concentration

5> c. investing in education facilities, and
d. investing in public assets.

83. Renovating the exteriors of existing housing would have some impact on neighbourhood
amenity, but this is likely to be fairly limited. The unbroken lines of identical houses and
colloquially named ‘shoebox alleys” would remain.

84. Redevelopment that reduces the concentration of public houses could have a significant
impact on neighbourhood quality. Typically, concentration over 25-30% is avoided in public
housing development, and reducing it to this level through increased provision of mixed-
tenure housing would have a marked impact.

85. For the existing residents, education is a high priority and the patterns of where children are
enrolled indicate a perception that what is available locally is not good. For potential new
residents, redeveloped properties will not be perceived as attractive without access to good
quality schools. If schools can be made into an attraction, rolls will increase, which would help
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Social capital \\\ )) \\ \\\ \ \ )
88.

86.

87.

Objective 4: Prosperous and resilient community

in attracting high-quality teachers to the schools. If this does not occur, schooling quality may
become difficult to maintain.

Lessons from the Tamaki regeneration and Hobsonville Point developments highlight that
getting schooling right is critical to the success of a large-scale development. In addition to the
potential impacts on network capacity from population growth, the perception of schooling
quality in an area is a major driver of households’ decisions about where to live. This has
implications for development economics.

Investment in public assets may form part of a full community regeneration project. This could
include:

a. commercial spaces (to catalyse private investment)
-~
A <
c. community assets for location of key services (including potentfaf‘co,{oéqtlon) andﬁx{\
\

N \ "'\.\\ T8 N

d. reconfiguration of streets and improvement of mfrqstfucture f\or active tra nsp\o _-

b. parks and recreation spaces

Despite socioeconomic disadvantage eas \r\n or:ru‘.; has a nch chlt({ra[ dwersrty and strength
of social capital. Eastern Porirua is m bf' numerouS\d\)Hn‘am‘c\ nd vibrant communities
encompassing, in addition tothe géographic comrﬁu\futk\ otnrnumtles of interest based on
cultural, refigious, ethm ; Sport{ng,;{chool chﬁ{ch\a 8\bu£mess interests, and gangs. There are
numerous cultural groups, ‘peﬂ‘ormmgf 5 grouRS\sportmg clubs, environmental groups,
church groups |n (rest)gro olips and's 5er\ce club§

A S mmé‘ry éobulatlon p\rofile\j‘s\\a\ov;ded in Appendix 1. In general the community is young,

Wi h al Ig\(q av‘erage age and\ lhrge’number of children. Around half the population is of Pacific

i(l )

% iy

cje‘scénf with a;;ou d 203‘6 aon 20% European and a relatively small number of people of
\Azsian ngd &‘ast_e 1) 1 and African descent.

S\

Emstmg\s cJ se, }cel!ccess

, ,0‘\ \E’cfs\txn Porirua has a large number of social services, though effectiveness and coordination

©

92.

\Of‘l cross-sector issues is mixed.

As is frequently found in areas of high deprivation, there are a large number of agencies, many
very small and under-resourced, often unable to attract, retain and develop well-trained staff.
There is a large amount of duplication of services. This is in part likely to be driven by
operating and funding models that focus on individual contracts and do not encourage
cooperation.

This model means services are often of poor quality, broken up and complex for clients to
access. This is likely to be a particular issue for clients with high needs but low capability to
access services.

Service needs for a prosperous and resilient community

93.

32

There are four key elements which a regeneration project in eastern Porirua will need to
ensure a prosperous and resilient community:
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a. regeneration, not gentrification {delivering high quality but affordable housing that
avoids displacing the current community, as covered in relation to Objective 1:
Better Housing Choices)

b. community engagement and buy-in
c. building social cohesion and community resilience, and
d. improving the delivery of social services to increase their impact on peoples’ lives.

94. Achieving good community engagement and buy-in into the project starts with how it is
announced. The eastern Porirua community has been repeatedly used to test new
Government programmes, and is understandably wary of new initiatives as a result. There
have been a number of false starts in relation to redevelopment of housing in the area. This

means that it is best that funding be secured and a level of Government commktmeh\t made A
before launching engagement with an already fatigued community. This usm\e\ss caseis N\ \
intended to undertake the high-level work required to make this commf\’rﬁnt,\whlle ( ( \D\
recognising that the practical implementation will require extenswg CDT oity engage’n\n \‘ {)

A\ A YN

95. If this business case is approved, an ongoing commumty\enga ritén\f "strate nll be pdt in
place, including the establishment of a local ofﬁce\tq ensil(e ge‘o" le are; :—.ilz)le‘\t \conne\tt with
the project. A draft communications plan is mclqdéd\as’Appendlx 6\3\0 Q\t e'initial stages
following an announcement. < \\ \ \--" \, \ \

Q s
96. Buy-in can also be achieved by rncreas}& lévels of dl{é \woiyemént in the project through
social procurement. If a regé hra |Em is undertaken \t‘ne & Will be a large flow of capital into
the community. T edg ?ee1 \WhICh this bé Bfi qufal people can be enhanced by valuing

how suppliers. crea(é'op rtunlt:es tn émpijn) and to train local people in procurement.

A /
97. lmproxaqg soéiéf seFOrces is- aslg i cant challenge Recent learning from the Tamaki
ene for;suggests tﬁat\th use’ of nested local, regional and national responses can help to
%(ovaeedback and beﬁe( irect resources. This must be coupled with better use of
O in/e“grated data: abq t outcomes and provision for learning from skilled practitioners to be
\ \ comrpumc\a\t%}.l back‘and used for adapting programmes over time.

98. . P%g\y oper;atigg and funding models will need to be developed over time that are responsive to
‘\ < thé\needs of the community and do not create cross-cutting incentives for individual agencies.
\/ Aowever, this is a complex, long-running and challenging problem. There is no readily-
Q avallable solution to this and it is likely to be necessary to incrementally improve the system
over time as part of the regeneration project.
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Potential scope and key service requirements

99. The overall approach to the regeneration initiative was discussed in a facilitated case for
change workshop on 7 February 2018. Stakeholders participated in a game designed to tease
out key trade-offs and priorities for investment in a regeneration initiative. A series of key
messages were identified:

a. The counterfactual is not doing nothing. In practice, HNZ will need to retrofit or
redevelop all the properties in the area over the next 30 years to make them fit for
purpose.

b. The overall vision should be masterplanned and set out based on a cohesive vision
for the area, rather than picking off housing investments in isolation. This requires a
spatial strategy for development as well as a financial strategy. K o) A

c. The vision should be driven by community well-being and tbe neéd,sro’l‘\\he people/ \}

that live in it. E \ % K:l)’
L DS

v,
d. Investing in housing alone is not enough. While’ tﬁene is a\teady a mgmf*céx mount

'- 1 }
of investment in social services in the area; ogeratmg\hﬁd fundmgw\jo\dels are not
producing the best outcomes that mey C@l@ }\

\
e. Education is a high prlor:ty\s\ﬂg \a\a arfd is cntrcai {UNI\\utcess ofa

regeneration lnltlatwe

\ '| '\ \
100. Following this worksh 5 @/W}O\m group ofri(ev)q\rgahisétlons was formed including

representatives from Q ﬂg;eroa IZI\iZ Hom §\L iid Community (HLC, formerly Hobsonville
Land Compar\% SDL, MEIE’ The, Nyn Education (MOE) and the Treasury to develop the

detailed Seryi ;eq\turemenls%\ﬁ asﬁrplannmgprmuples

~

10 /Thq}q‘a‘;&}bur main grodp\\{f\re\qmrements for a successful eastern Porirua regeneration
m:tlétr e

2 \

) N N\
\\z\ e a 5\@\?’ rdevelopment This includes masterplanning, identifying key moves that will
> A \K\ E‘qt lyse change, investment in public assets and neighbourhood amenity, and the
A _.-fwholesale redevelopment of superlots. This will help to deliver better housing
) %i&?}\\\ - choices and make eastern Porirua a great place to live.

e
(\))\X b. Public housing renewal: Depending on the level of investment and the nature of
et particular sites, public housing renewal can be delivered through a combination of
retrofits, the development of vacant sites, infill development and redevelopment of
clusters of HNZ properties. This will ensure public housing is built for the needs of
people now and in the future.

c. Social service improvement: Even with an uplift in the number of homes in eastern
Porirua and a significant reduction in the concentration of public housing, the area
will still be home to a large number of vulnerable people, with a high percentage of
people with complex needs. We know that our current operating and funding
models do not always serve these people well and that there is a need for more
integrated and client-centred delivery.

d. Building social cohesion: The regeneration proposal represents a big change for the
community of eastern Porirua. To manage this change, implementation will need to
include a strong focus on building social cohesion. This will include community
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engagement, involvement in elements of design, place-making and the employment
of local people within the implementation of the project.

Approach to scoping

102. Based on the four Investment Objectives, stakeholders developed a series of potential key
service requirements, summarised Table 10.

103. A community regeneration initiative involves multiple, interconnected actions. No individual
investment can succeed without the others. Accordingly, rather than adding or removing
elements completely, the scope of the regeneration varies the emphasis on different actions,
the timeline for progress and the degree to which the Government attempts to catalyse
change, rather than directly implement change itself.

104. The scope and key service requirements were used to develop long-list optionx@

economic case, summarised in Table 12 and Table 13.
Table 10: Potential scope and key service requirements «

Masterplan “ P‘ ° v

Road realignment @ @ v vv

Pedestrian and cycling %@ @

infrastructure

Enhanceme@ v v vv
% % v v v

infrastru v Vv

s v vy v
properties v v vV V2%
ordable housing options v v 4

enew and invest in primary
schools

121

Changes to social service
delivery

Changes to road network to
respond to Transmission Gully

Adjacent industrial or
commercial zoning

Adjacent greenfields
development

Existing HNZ development at
Ixion Lane
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Expected benefits and intervention logic

105. The potential benefits of a regeneration project have been identified using reviews of
international and local evidence. Investing in regeneration of eastern Porirua would deliver
benefits across three main areas:

a. Housing supply: The Wellington Region has a shortage of affordable housing supply
which intensification of the area could contribute to addressing.

b. Housing improvements: Tenants would benefit directly from living in better-quality
accommodation from renewal.

c. Neighbourhood improvements: People who live in the area would benefit from the
de-concentration of public housing stock, improved amenity, connectivity:and

housing, and improved social connectivity and resilience. A\ __/’f-}'
N \ ‘\/'J,\ =i
AN \/'/\\ - /7 )f\\
106. The assumptions and evidence used to establish benefits are detailed.in Ah&%ﬂﬁix . This_ | K O
d Wellbeing i Racty,

includes monetised assessment of fiscal, economic (local and_na’f‘g@al) :
as well as qualitative assessment of impacts we were unab{l@t onza/tise‘ The-eg om F’a?é
uses cost-benefit analysis of direct monetary and we_[l_b‘ehgf\ir_ng ets, anqj.mult\k&ifgti} analysis
of qualitative impacts. The management case es bﬁigiﬁaﬁ\a.,ﬁ‘émewﬁt‘k ?(t&}}féﬁl.h'ing and

. . . . /\\& N > N - /
tracking these benefits, detailed in Appepd\&% | Qs

g e o, ¥

. ~A\\
— ON AR
O S

=

~\ ) =i\ U’\ -
C~\ O\ N
o —’jg) ; ‘}>k<_/) 1%

36 | Eastern Porirua Community Regeneration: Final



Figure 8: High-level intervention logic (detailed individual social benefits in Appendix 3 and Appendix 5)

Investment
nrstste

: Outputs
objectives .

The Wellington Area
has a housing i Better housing
shortage choices

State housing is old

| and doesn'’t suit

i tenant needs

Ownership of an
unsuitable and
| undesirable portfol

enablers

Investment in

» community cohesion,
social procurement

Prosperous and

Public Housing s
warm, dry, safe and
J renewed

Areas of
coneentrated staie

housing are rmducad

schoaling Meighbourhood
amenity, connectivity

and quality is |
Investment in Imgroved |

mWfiity of social =" resilient community | | Vulr,erab‘le people
i - Improved social receive the support
and economic - | thetneed
disadvantage service delivery ey neee__J
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Economic Case — developing the
preferred way forward

Key points

107. A range of options have been explored for investment in eastern Porirua, ranging from
minimal investment to full redevelopment at high density. Four shortlisted options for master
development were selected for cost-benefit analysis:

a. Option 1 -Modelled counterfactual: Focus on renewing all existing housmg public
housing. o (

b. Option 2 - Modelled counterfactual and key moves: Renewa e\ust heusmg as/ \\
for Option 1, and undertake a series of investments in co\mﬁ‘rg t\; i frastructur?e

';v

c. Option 3 —Focused regeneration: Undertake t\t’l%/&éf% m}\estments Imc\amm mty
infrastructure as for Option 2. For housi gu@e\s\t ern etrcn‘;t e\ttg\\%ua) Y
freestanding homes, redevelop prob\ér}\ 'r\r;\ 1fi~un|tt high-uplift
sites, and divest sites with low ve1m\?r1 Nt potentla\I (K\ ple slope

constraints). K\ \
e )

d. Option4- FuII regg‘n/er\ n: Undertak \\Pné rlwestments in key enabling
infrastructuré, aspr n52 an 3., ous g investment, demolish and
redey\lc{pf all 1978 HNzZ un Jgs/

108. Optlons 1./ ti \~> lvé s;gmflcagﬂh e@es i housmg supply without investment in community
Sr'a\ str cg re, ai not cu”‘sl reg\} ithout these investments, newly-developed houses are
- \\/ e{Jy (o be att actwe a & economlcs of development would be significantly worse, or
fe-sl) in pro;l \I&(«for example being unable to find buyers for superlots).

qlal Service enhancements are considered separately to the capital expenditure.

lDB Opt ons
,]r; &,i &eral fiscal and economic benefits are outweighed by costs. The primary benefits relate
e wellbeing impacts on individuals. This means that investment in regeneration in eastern
Q)\/ Porlrua should not be expected to generate direct monetary benefits. instead, investment
( ) represents a transfer from the taxpayer to a particular community in need that aims to achieve
an increase in overall net wellbeing for New Zealand in the long term.

111. This is a fundamentally different way of thinking about economic analysis for an investment
proposal. Applying this approach has been enabled by recent innovations in the area of
wellbeing valuation by HNZ, the Social Investment Agency and the Treasury.

112. On balance, the preferred option is a focused regeneration (referred to as Option 3: Focused
Regeneration). This option delivers fairly well against qualitative criteria, with a quantifiable
increase in net wellbeing as a result of the investment.

113. This involves redeveloping most of the housing in Waitangirua, Cannons Creek East and
Cannons Creek West, while retrofitting the better-quality freestanding homes in Ascot Park
and Porirua East. This reduces the concentration of HNZ properties to a more sustainable level
while maintaining the number of public houses, delivers high-quality and fit-for-purpose public
housing stock, 1504 additional affordable and market dwellings, and a range of investments in
community infrastructure including:
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114.

@%

Investment in schooling has been ide tls%
community and an enabler of attract

@ o &

(3]

Cannons Creek neighbourhood centre: Revitalisation of the centre based around
Cannons Creek School, Park and shopping centre would provide a hub for community
activities and a focus for better social connectivity. This could include co-location of
key social services.

Greenways: Walking and cycling connections enabled through improving the state
and feeling of safety enable people to be more connected to each other and to
promote active transport.

Upgrading Mungavin/Warspite Avenue: Redevelopment of Mung plte

Avenues would form a key transport corridor and nelghbourh . This «
an important part of creating visible change early to buﬂd nfld

Connection to city centre: An improved pedestr n conne @a

city centre would enable connection to bo 1" i areas n

Wellington City, unlocking potential i -

r servmg the existing

b‘l - ‘:Va"\)
s @@@

Even spread over 25 years, a regeneration proposal represents a big change for the community
of eastern Porirua. To manage this change, implementation will need to include a strong focus
on building social cohesion. This will include community engagement, involvement in
elements of design, place-making and the employment of local people within the
implementation of the project.

Critical success factors

117. The following critical success factors were identified by stakeholders through a series of

meetings and workshops throughout April and May 2018. These were used alongside the
investment objectives to filter long-list options to develop a shortlist.

Table 11: Critical success factors
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\ﬁchle\fatﬂr %
O

Long-list options and initial options assessment

Strategic fit and
business needs

How well the option meets the
agreed investment objectives,
related business needs and service
requirements, and integrates with
other strategies, programmes and
projects.

How well the option optimises
value for money (i.e., the optimal

Potential value for
money
mix of potential benefits, costs and
risks).

Supplier capacity
and capability ability of potential suppher5\

deliver the required sé ce ar;d\

likely to result» W sta nab
arrang me%t
fo fgndn Y

\
Potential c/ar\ kgg\)\'\

af'fordablht .-\ fmm IIIEEIVﬁvaI K fu}ndmg, and
\ \ ® matchesi\ﬁr\{/l g constraints.
Nt

\\,Ho}( well the option is likely to be
/d\ehvered given the level of

available skills required for
successful delivery.

\\/\

Process for identifying options

How well the option matches the \\ ér@ \étams r15

gtimlses value \\

De-concentrates public housing
Maintains current level of public housing
Achieves HNZ target mix of typologies
Delivers affordable housing
De-stigmatises neighbourhood

Provides urban form that supports health and
connectivity

Improves social services

Maintains social cohesion

Optimise use and value of current built assets

Deliver sufficient early change to eﬁt stigma 4%
over the area \ o

S g
Provide for erX|b|I|t\; r“ Ie tation (e.g/

avoid strategles vsﬁ
strandgd

Max 1s(e

q1 b,b result in

"' \ j D
Y J

ST

é\s\}we socml/we}t)\;m mqpatft

R

Refiec s c\onst\kon market constraints
%&;%\r@a}ket to ensure the right product

ket will not
(ept

Optimises staging over time to match market
conditions

Balances local and central government
contributions

Delivers market-attractive and realistic levels
of new homes

Sets pace that can be achieved within house
construction and infrastructure provision
constraints

118. Given the scale of the proposal, generating all potential options within a single options
workshop was not attempted. Instead a wide range of options were generated by stakeholders
beginning with the Case for Change workshop on 7 February, and followed by workshops and
working group meetings covering masterplanning principles and scenario-building. Targeted
engagement was undertaken in relation to commercial structure, risk allocation, social service
provision and funding models. Options for service delivery are considered within the
Commercial Case and funding and finance options are considered within the Financial Case.

Options for pace

119. There are three potential approaches to setting the pace of implementation for this project.
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a. Supply constrained: How quickly the construction market is able to deliver new or
retrofitted dwellings, or key infrastructure.

b. Demand constrained: How quickly the houses can be sold into the market.

¢. Rehousing constrained: How quickly redevelopment could occur if all tenants must
be rehoused within the portfolio.

120. Setting a constraint based on rehousing is likely to mean a very slow pace to development.
This could mean a regeneration does not have sufficient momentum to change perceptions of
the area and achieve the expected benefits. Accordingly, we have set the implementation
timeline based on a combination of supply and demand considerations to be 20 years. This
provides time for construction to ramp up and ensures that the market can absorb houses as
they are delivered.

121. This choice means that rehousing becomes a critical dependency. While sqme\tlg\,{ be;
accommodated within the portfolio, additional funding is requwed %0 Qr{wude\add:tional
capacity. X ( AL

\" & ) L \ l'\ 3 S

Options for master development and commumt\( mfrastructure \ ) \-—"

122. Table 12 and Table 13 summarise the assessmehtof\tbg I}Jng |lSt op r(s(aga)n;i the
investment objectives and critical success’ cfors the that Nyl Qré approximate and
N
exclude around 60 houses that are nqt‘\n hged\gf renewa\l \Q\n\u ér of key moves are
consistent to several options; - {\ 7]

D \\ )) \ \\ s
, CANY \
: [3] /'/ .}‘ \/-. -"\\"// = _\\ /\
CANZN @\ S
AN — '/:] o (,/, L K } :J \,
\ \ \/ pl \j \'\ '\ \ 3
AN\ 0%
._(-\_:-/__\\ \b \eanno s.Creek e{ghbourhood centre: Revitalisation of the centre based around
5 ')\\“\---f) Car?nnn cf\eek School, Park and shopping centre would provide a hub for community
\\ ,,\\/ - agtlvmg% ‘and a focus for better social connectivity. This could include co-location of

%@\gsﬁ:mal services.

"'>\ \ \e Greenways Walking and cycling connections enabled through improving the state
W o \\ ,,./\ LN and feeling of safety enable people to be more connected to each other and to
( ( \) \J promote active transport.

d. Upgrading Mungavin/Warspite Avenue: Redevelopment of Mungavin/Warspite
Avenues would form a key transport corridor and neighbourhood ‘front yard’. This is
an important part of creating visible change early to build community confidence.

e. Connection to city centre: An improved pedestrian and cycling connection to Porirua
city centre would enable connection to both commercial areas and the train to
Wellington City, unlocking potential in eastern Porirua.

123. If a regeneration proposal goes ahead, the additional housing development will mean that
expansion of capacity (for secondary schooling in particular) will be necessary at some point.

2]
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(2]

125.

126.

Table 12: Assessment of long-list optlons fg\'n

= - = [r-—! '|"_
| tongditoption <

42

Minimum scope

In order to identify specific options there will need to be a consultation
process with the community on its vision for education in light of the housing redevelopment
proposed. If that process identified network change there will also need to be cpn;u|tat|on
under the Education Act with specific school communities.

At present, capital investment for education is prioritised towards ekcf: ai‘m grow h, Q )
particularly in Auckland. Investment that falls outside these rti‘)es ed to have d\\\

compelling case.

financial modelling. Detailed description

/

sime ts are,p endlx 2.

Options were filtered down to a viable short- |lS '%S e? é cﬁno lc\ sse% \%t and

Modelled couptg 15% \) .
L iﬁ%\&é& IES
N\ Reﬁs[é/ 0 prop

T E— "%E
| \%/ % \. \%\/

Sell-down of HNZ portfolio

s Progressively divest in the area until
HNZ concentration is reduced to 25-
30% of housing stock

®  Acquire/build substitute properties
elsewhere in the Wellington Region

Modelled counterfactual and key moves
e  Retrofit 1650 properties
e Redevelop 300 properties

ﬁeve smg renewal

=~ Typology issues would remain.

No opportunity to address broader social issues and amenity
in the area

Little affordable housing.

Achieves few investment objectives but forms a good
counterfactual — focuses the business case on the
incremental spend that is necessary rather than the overall
amount, which would not reflect the latent liability
associated with a portfolio of this age.

Simple solution to reducing the concentration of public
housing

Community may perceive this as Government abandoning it,
after having created a series of problems.

High risk that neighbourhood effect persists or worsens with
private landlords, resulting in worse social outcomes.
Potentially high cost — selling eastern Porirua properties low
to buy properties high elsewhere. No value capture

Poor outcomes and value for money. However, this may
need to be re-examined should a regeneration effort fail and

if more affordable housing stock can be supplied elsewhere.

Good amenity input for the community while minimising
costs.
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e 450 affordable and market houses Public housing concentration would not be reduced to a level

o Invest in town centres, community that would mean less exacerbation of social issues,

hubs, upgrading main road, walking » little affordable housing.
and cycling infrastructure and e  No support for ongoing maintenance of infrastructure.
hooli
SEHoling o  Unlikely to deliver sustainable change.
Focused regeneration s Achieves most of the investment objectives (affordable
e  Retrofit 400 houses (mostly Ascot housing, renewed housing, de-concentrates public housing,
Park and Porirua East) invests in community infrastructure).
e Redevelop 1500 houses {mostly s Makes the most of existing assets to keep costs down.
o'
2 Waitangirua and Cannons Creek) ®  Less affordable housing than full redevelopment
o )
o * 1500 affordable and market houses e  Significant number of disposals of HNZ propertles (strategic
b
8 : risk) s
T e 450 disposals _
E o investintown centres, community e Uneven typology distribution acr\ﬁss the\ﬁ\)ﬁhgghbourhoods ¥ \\
] - \
£ hubs, upgrading main road, walking (strategic risk) N\ \K
and cycling infrastructure and \ ~— -'/
schooling L
: "-..'._._%\.\ AN #
AN N
AWV <
- L \
\ \
Full regeneration < \\ \ G\reatest :mpa\ct br@?ﬂgﬁm}\
e Redevelop 1950 houses < ,H ':-'-"" Even, tVDQI gw{\dus\;rlp’utson
s 2600 affordable and@ar‘kq}shqp‘s/es ’l'.argd 3 aunu o\‘ affordable and market housing.
* Investintown qf/e‘m.'resﬁ c@munltv \\‘}{o‘tehtlaily high cost. :
o hubs, g,u:)g\;a1 ing {pa?}foad wa\l u{g K
& and gf !me\lpfrastructur& \
8 R s x \ %
< \i;hbplm P §
\\D>
==y \EWIS\W]eld regenefﬂtkn e Large amount of affordable and market housing.
\\\: \g) v Red Jelo @95@ hclﬁes »  Potentially very high cost.
\ 3900 :}ffcfgﬁale and market houses e  Serious risk in relation to feasibility and market capacity.
AN J

€ \{nv‘es in town centres, community
\ ‘Hubs, upgrading main road, walking

and cycling infrastructure and
schooling

Short-listed Options for master development and public housing renewal

127. Table 13 on the following page sets out the assessment of long-list options against investment
objectives and critical success factors.

128. On the basis of this analysis, four shortlisted options for master development were selected for
cost-benefit analysis:

a. Option 1 —Modelled counterfactual: Focus on renewing all existing housing public
housing. This option was included as a proxy for what might be undertaken based on
HNZ’s long-term asset management plan. This is designed to show that HNZ will face
significant cost in renewing the area, even without a regeneration project.
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b. Option 2 — Modelled counterfactual and key moves: Renew all existing housing as
for Option 1, and undertake a series of investments in community infrastructure.

c. Option 3 - Focused regeneration: Undertake the same investments in community
infrastructure as for Option 2. For housing investment, retrofit better-quality
freestanding homes, redevelop problematic multi-unit typologies and high-uplift
sites, and divest sites with low development potential (for example, slope
constraints).

d. Option 4 — Full regeneration: Undertake the same investments in key enabling
infrastructure as for Options 2 and 3. For housing investment, demolish and
redevelop all 1978 HNZ units.

129. Options that involve significant increases in housing supply without investment in cqmmumty
infrastructure are not considered. Without these investments, newly-develo ggq heljses are /__..,,..'\
unlikely to be attractive and the economics of development would be s,g ific n‘t{\( worse or ~\’ \
result in project failure (for example, being unable to find buyers for;ﬁe c{ti) A\ '\\ {\_\ ' 5/) \

| e, i
130. As the master development and public housing renewal fprm§ thg w)(ast ajority. of the ¢ %%\‘ =
all four options were taken forward for detailed analyms\of cesfs\éna beneﬂts.\ \“\\ \ L

~V_ (O

o

N\, < R~ N \
A DR S J
W\ 3)\‘5’ \ {\ \D ‘\\\
SN = g
--:1'-"‘%\\‘\\) ) < *\%\ o
7 A \'/'/\ ~ AN /;\\'
5 (E“-\\\;ﬁ/ o [{ \ \] \:\\..\.>
ALK IR\
& e (\\\\k \\B
A8 2 AN
AN X A
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Table 13: Assessment of lang list options against investment objectives and critical success factors

Minimum scope Intermadiata scope

Sell down Countarfactual and key moves
Investment objactivas:
» Bettar housing chaolcas.

« Public howsing is built for tha naeds of
people now and in the future

Eastern Porlrua [s a great placae to llve

Prosperous and raslilent communfty
Oriticel Success Factors:

o Stretegic At and businass needs

Potentlal value for monay

Suppller capacity and capahiiity

* Potential affordsbility
=« Potentlal achlavabliity
Advantages and Disadvantages: Potenthal to achlave some Potential to schivw mast Achieves objectives but Achieves objectives but
jectives but signil risk due jectives but some risk due to affordabillty may be challenging  signiftcant risk that market wil

to and residual coneentration typology distribution. not absarb supply
and lack of additional funding
{rates) to maintain higher service

Jevels,
Carry forward to short-list but Carry forward to short-list Carry forward to short-list Discard {revisit in case of
carefully examine potential unexpected level of success)

flnanclat sustainability.
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Options for improving social service outcomes
The status quo: Continued silos

Description

131. Ingeneral, social services for mainstream clients are provided acceptably through the familiar
service ‘silos’. Funding and services are provided through individual Government agencies
such as health, education, or justice. Mainstream clients approach these agencies, or non-
government organisations contracted by them, to receive whatever service they need at the
time.

132. The experience is quite different for clients with complex needs, particularly when these needs
are inter-dependent so that treating some needs but not others is likely to be ineffective. A
significant degree of coordination across the services is required for good outcomes. >
Unfortunately, the provision of services separately through government si_llos‘\"r{-ixé'lg'd{_ghieves ..('j:’?"\
good coordination™. /\\\\ 5 < | ‘\\

\’ '-_\\ \ \ \_,\ . I'. (‘ ) \\

133. The social services system in eastern Porirua is not operating.efﬁg?gntl?\?réV\ious,Gov : rhmﬁQ\t\
policies have focused on a competitive funding model that has. created barrigrs\t;}\%n ormation-
sharing and placed most of the burden of joining up'_,sér\}‘ic\éfs;jén\e}ieht& f.Ttigré.\ﬁés\-é\[sb been

an inability to defund/exit ineffective servicg's‘.\‘{\i‘\\\\)\ )\v'" __,,}'\\\’\ c \J\J \>

| \\ \\ T"tff‘ \\ : '\\-‘-_'_j_',.\ \ \ \;T..H..--’
\\ - N\ W
N\ \\ \ ) \- AN \’\,.._ \_‘\\__.\

\

/

Assessment

%N _ \
134. Continuing with the status qug-is.likely to-résult in;in‘effgl
3

A . 2N i
the continuing proltfgri'ag‘g.g

: eﬁ_gﬂ:es that QC{np’t%a'g‘c fents’ needs.
"I/ ol \//\\' //, -\\\ ’<'\\\4‘
Local coordination . r = \/ ( K\ 3\\
~ IS CCANY)
P S0} B S AN\ NN
Description .~ A \ ]I/\) \\ Q‘ '\
g AN \ 5
O X o) MBS AV
135(":":[\'?'\9‘\@@[/@'*{'!0%3' qp\ordingti&\ig, to link different frontline service providers together, to help
PN fem. better [ erc igrl_gs\td\éach other. Local responses are often trialled, but are seldom

- \sustainable fota number of reasons.
N — \ \3 FF

N
S}v 21iess, poor value for money and

D 7
36._First, E\he.,c)»a
/-;,’"' '{_','n/ ntire y clear. In practice local responses are relying heavily on ad hoc engagements and
/\/ K’.'/k ‘f;a\tlonships. This creates delays, rework and risk of higher cost and lower effectiveness
(’ {""\\‘ﬁ ( “initiatives. It also makes it difficult for barriers identified at the local level to be addressed
\\), ’ because national assistance is often required.

niels for engaging with social service agencies (both regionally and nationally) are

137. Second, they don’t always have access to regional or national insights, methodologies and
approaches and it can be expensive and time-consuming to produce these themselves. Time
and money spent developing resources and approaches could be better invested in
programmes or initiatives which directly help the local population.

138. Third, local responses do not solve the fundamental problem of the misalignment of incentives
for different social agencies with independent funding mechanisms. This can lead to promises
being broken, resulting in initially well-meaning staff becoming disillusioned as agency
priorities undermine outcomes.

b Productivity Commission, 2014.

46 | Eastern Porirua Community Regeneration: Final



Assessment

139. Placing the burden of linking service offerings on frontline staff is unlikely to deliver
sustainable change.

Regional Response

Description

140. Investment has been made in recent years in the development of regional responses (for
example, in relation to the Tamaki regeneration). In principle, the intention of a Regional
Response is to enable a local response to be more effective by:

d.

b.

e,

f.

supporting local response decision-making
providing resource to support local response priorities
providing knowledge or intelligence where appropriate

providing a forum to discuss regional needs

establishing regional priorities, and
\\\\ \ \ \ .'\i':\‘ L)
investing in regional initiatives tg d\ahyer ctn ‘prior:tles\ \ \ \\ .

141. ARegional Response is designed 1 to eh{};ep\g\(er local coqr hatm} Ey improving alignment of
resources, improving efﬂmer\y and ena Img better [ingsﬁto a‘t:onal coordination.

Assessment

) \u/', \ ) }
2\ AV - \,
- \\ -

(&

142. Regional respbhyzs arez pron\{qg\bAuht ted model. There is potential to improve the

sustalnahllrt\e fdocal requn

ialso significant potential to add complexity, cost and

. adn\umst ative ‘burden. he ip al re ponses may also suffer from similar issues of competing
\\gri&}ie?to Iocal f&\ponsés hat make the practical reality less effective than the theory.

\ N\
\ 1{3 An ait,er hiv \a\pp\raach could be to create a regional advocacy role. Rather than attempting
to li k the noﬂtles of different delivery agencies under a regional response, this would mean

,\\Se

r\odv‘oga e actmg on behalf of a community across all its needs, to improve prioritisation and
urcing at the regional and national levels.

'\ \ avigator response

144. In 2014, the Productivity commission published the report More effective social services. This
identified the need for navigator roles within social service delivery designed to help clients
with high needs, but low capacity to access services {shown in Figure 9).

145. Navigators are employed to act on behalf of the client and assist them to access the services
they need. While needing general social work skills, navigators do not necessarily directly
deliver services themselves. This enables them to improve the client experience while
operating within the existing system, including the current operating and funding models.

Eastern Porirua Community Regeneration: Final | 47



Figure 9: Characteristics of clients of the social services system

Client capacity

Assessment

146. While relatively reso

conflict of interest:in relation to service delivery, Navigators are also ideally-placed
ti ut which services within a community are more or less effective, and

résourcing or service offerings.
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Economic Assessment of the Short-Listed Options

Assumptions

155.

156.

157.

158.

159.

160.

For the purposes of the cost-benefit analysis we have taken a whole-of-Crown view. This
focuses on the total cost of development and infrastructure (including education
infrastructure), the cost of retrofitting and building new houses, and the proceeds from land
sales. Community infrastructure [2] is constant across Options 2, 3 and
4, so does not have a major impact on the relative difference between these options.
However, including these costs enables benefits from community-scale impacts to be included,
rather than focusing only on housing benefits.

Options for social service enhancements are considered separately to the capital expenditure.
« . / A

Income Related Rents paid by tenants are assumed to be the same across scen?m, qu are > \'
thus netted out. NN 2% \
\ NN (\ N

The Income Related Rent Subsidy represents revenue to HNZ bug glso\cpat t6 MSD, so has N
been netted out. This has implications for the balance c\fCap\QT aanperatmg cosﬁ\an c’asﬁ
flows, which are addressed in the financial case. s\ \:

)\
The Crown is expected to bear infrastructy % ;;. (hat r‘élate to grobvt\l'\\\and’the initial
establishment of key assets. Bal:klog mfr igure costs tof PC t at can'be funded through
rates have been excluded. Ma\mtenant;{.l sts to PCC e\ &TA l'?av‘e been excluded.

We have undertaken ana(\;sjg \tkze economic shm ct of construction activity. Our
view is that this dqes rep e§ent a real e(ea:\n |c\alstiva son to eastern Porirua, since similar
activity would’qm occur ) Wrtﬁout Sidve t ihvestment. However, this cannot be counted in
the coit-be\ne{l \nu;alys:s as,a\\ |1arest|mulus would be created elsewhere if Government

we to\lnvestlm a d|ffereh<\p\ojac
W\ A

< /t\ m{ e e or the use \f\flscah\economlc and wellbeing benefits

\Bl\f Thls usaf'\ s cLs&;ncorporates three levels of benefit analyses:

'/X </ s

\ \/\

O

= ’5\ al Direct monetary benefits to the taxpayer, such as a reduction in health costs

& assocnated with reduced hospitalisations.

b. Economic: Monetary benefits to private individuals, such as increased earnings due
to construction procurement that seeks to hire local people.

c. Wellbeing: Here we express the monetised, intangible benefits to individuals. For
example, the amount of extra money a person would need to earn to make their
wellbeing as good as if they had better mental health.

162. These three lenses provide for different ways of thinking about what is achieved through

163.

50

investment. Because fiscal benefits accrue directly to Government, they should offset some of
the costs of the investment. This means spending money in one sector to save money in
another. Economic benefits reflect that when Government spends money, it is not lost (aside
from the deadweight cost of taxation). Money is being redistributed from the taxpayer to
private individuals.

The wellbeing benefits we have used reflect the fact that Government expenditure can
enhance aggregate wellbeing of a population if it is spent in the right way. The values are
derived by determining how much additional income a person would need to have to feel as
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happy as if they received the intervention'®. If the benefits are more than the cost, there is a
net gain in wellbeing. If the benefits are less than the cost, it would have been better to just
give people the money. This is important as the overall level of expenditure needs to consider
the amount of wellbeing that could be generated by investing in something else.

164. This represents a new approach to economic analysis for this type of investment. This has
been enabled by innovative work in the area of wellbeing valuation recently undertaken by
HNZ, The Social Investment Agency and the Treasury.

Assessment period
165. The start date for valuation purposes is assumed to be 1 July 2019.

166. The project is expected to last 25 years and costs are assessed over the full period. Benefits
are expected to persist beyond the life of the project inputs and are assessed oye(r a 50 -year

period.
s\\

Discount and inflation assumptions

\-
167. Because the capital investments deliver long-term beneﬂts b d%\the Ilfe of the pro;elt ENPVS
are presented as both 6% and 3%. This is to reflect the fagt\tba cial benefiis‘eqe\éccrumg to
future generations and higher discount rates can‘r\as\kt 1n status qup t\as( ) )

\ \ \
168. As these are real discount rates, all cits aitd\b‘eﬂefi sare exm’es\\m *today s dollar terms.

N J/ \\ EAD

Estimated costs /\\ N\

. \ \S

F L \J>

169. Depreciation, capnt(ai chargés“ J\nter’est and Q*hbr fhn‘mng costs are excluded from the
analysis. s

% k_\

170. The fina rchal &-nqdelhng engapsug'\es‘ éll\dlrect monetary flows associated with building and
g‘thg"%usmg assé Adu ber of direct monetary benefits (e.g. reduction in
=3 \' '\,oj\ratmé ‘Costs fer new asséts] are also captured within the costs. Because of the mixture of
\ \‘N ) bo’ itwe and Pigatr@ b@eflts and costs, NPV analysis is used instead of cost-benefit ratios to
\ \ - avcnd dss;ko s =i

qugt(\ﬁ\\ ’

; \ 171\ All dollar figures are expressed in GST exclusive terms.
Q
O /L Optlmism bias

172. People have a bias towards optimism when preparing business cases. This might come from
underestimating costs, overestimating revenue and benefits, or ignoring constraints on the
pace of delivery. We have attempted to identify and actively mitigate against key sources of
optimism bias, particularly where analysis is sensitive to expectations about a particular
outcome. This is detailed in Table 14.

1 The values are primarily derived from Davies, 2018, as detailed in Appendix 3.
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Table 14: Key optimism bias risks and mitigations

52

Optimism risk area

Development uplift

Rehousing costs and
pace

Demand for market
sales

5\
Demohtré{lﬁrﬁ 'l LY
d,ac tamlnat

f/\ \re{dqclgé ncreasgs{e

Mitigations

If we expected it to be easy to achieve a large uplift in density total costs for the
project could be underestimated. To combat this we have employed
masterplanners (Isthmus) to lot the area at a fine-grained level, taking into account
constraints such as slope, aspect and shape of lots. This has resulted in lower than
expected achievable uplift.

Rehousing could be significantly limited by any commitments to rehouse people
within Porirua. Some capacity will be created by developing vacant land and
through natural turnover of tenancies (likely around 2% per annum). However,

' rather than attempt to rehouse people within the existing portfolio as/\

development proceeds, additional funding will be allocated for HN\ q/gunre land //\
and houses in greater Porirua and Tawa. ) '\\
Regeneration cannot be achieved without prlvate mar@ es W‘T/Xietermme\the(K i

scale and pace of demand, we have employed rop& v ex ‘?‘ts (CBRE)to \\/ N
undertake effective demand and supply 51./d|es/~p\‘t Qwhole We tnﬁ:&q egioh.
To set prices at a point that enabl R\c{éhéndﬁo be reahs set initial
price expectations based on ems\}q ualues, rye \ng\t jt

value of the area. \sﬁ \\ ==
Long-run average rat | e mcreaseer h\g\bﬂt\/ eal per annum, with
recent pl'l crea es mth’ Easter Wq}l‘d\ é{bmg 20% per annum. These price

mcrea !y to be s%(/mab ccordmgly, we have assumed 5% per
men\ m:e Sés for the firs (& e%cs" and that income levels will become limiting,
Um thereafter.

"

ing amenity

“Sites are |\ y \v} sugnlflcant decontamination requirements. Costs have been
derive \( VQ eStl ates based on similar sites elsewhere.

nﬁa}\nﬁtur& /\\ \Ka)jucﬁure costs (especially wastewater) can vary a lot in brownfields

b @’ )\

Retrofit costs

Social benefits

/\rg evelopment, with costs escalating rapidly. For eastern Porirua, we are starting

i A
\;\)!wnemeq\lq \ >

from a worst-case scenario in that local infrastructure is past its useful life and will
require replacement. Modelling was undertaken by Wellington Water with costs
derived by PCC using SPM Asset Management.

Development and construction costs can vary significantly across different types of
project. We have used a combination of information provided by HNZ, HLC and
TRC to understand development and construction costs based on similar types of
developments. The costs we have used are Auckland-based, so are likely to be
conservative compared to current costs in Wellington. However, it is expected
that construction market constraints in the Wellington Region will affect the
project which would result in higher costs than currently experienced. The
conservative costs mitigate this impact.

HNZ has been undertaking trials to retrofit houses to achieve very high standards
of quality. Costs from these trials have been used (rather than desktop studies) to
ensure expectations are realistic.

Sacial benefits of interventions are often overstated due to optimism of people
involved in delivery. Rather than build up the expected benefits through
workshops, we started from a data-driven evidence base and tested assumptions
with key stakeholders.
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Monetary and non-monetary benefits

173. The following benefits have been identified by gathering a broad set of baseline data about the
community using the integrated Data Infrastructure (DI}, and using evidence about the known
impacts of the proposed interventions to determine likely changes. Fiscal, economic and
wellbeing impacts were then quantified and included in the cost-benefit analysis.

174. In general, we have been conservative with estimates and attempted to offset rather than
compound error where possible. These benefits were tested with stakeholders to ensure the
assumptions are reasonable. Assumptions, cohorts targeted and individual monetary amounts
are detailed in Appendix 3.

Table 15: Analysis of potential benefits that can be expressed in monetary terms

Main Benefits | . besapten 20
2{; e Subjective value gained from better mental health th b tfer housm \\
. » Subjective value gained from living in a warmer e and feeli {

lng\

Subjective more healthy l

wellbeing * Subjective value gained from beﬂar@dQtht{bn W|th 'lelghb\aur o
e Subjective value gained fronumprbqu Ez}slcal heaith ’Freﬁ‘l being

more active \ \) W
» Subjective value ga nﬁ! lﬁg 33(/ A

o, * Fewer hospltallsato \roml ect|ou lse “f}Ue to overcrowding
. Ve » Fewer incide ceS\Ufr splratoq il (cem amp or overcrowded
Physical health homes < ¢ (b l
° Belr( (mo active wa a[lod le ways improves fitness reduces

QraB es ‘ntf cardjo,vaii ease risk
ni

_r L Ee@ lr§[:1e0| list \\ mproved mental health
/ \b er gmp t ou comes and a more productive workforce from
\EKQ/ A\ redu eg”fe\ of depression _ _
A ° Impro roﬂuctlwty from reduced feeling of depression
//) l\i%‘r é school attendance from better health outcomes
X\} mproved performance at school with less disruption in the home

‘IL/.’ .
Educétio \\ ~“environment
ch ,9 2 - Better school attendance and progression to higher education from
neighbourhood effects

improved matching of public housing to tenant needs

ST
((’57 >\§ @ o Decreased Income Related Rent Subsidy (IRRS) use through
\\_F S
b= Cost savings » Reduced electricity costs from more energy efficient homes

N » Recruitment and training of people in Eastern Porirua in the
y construction sector
Jobs/training e Reduced jobseeker benefit

¢ Reduced incidence of crime

Safety
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175. The following benefits could not be reliably quantified. Qualitative criteria were developed for
each benefit type. Options were ranked against each criterion, with points assigned depending
on the ranking (for example, four points for being ranked first) to support comparison against
the cost-benefit analysis.

Table 16: Analysis of potential benefits that cannot be reliably expressed in monetary terms

~ Main Benefits i -_ Description
% Housing affordability has a significant impact on people’s well-being. Increased
e housing supply will mitigate potential displacement of people from the community
Housing Supply and generate an impact on the broader market. We can be fairly confident of the
additionality of the dwellings delivered under each scenario, since it involves the

release of Government land and is calibrated within demand const/;g;

Criterion: delivers affordable housing

Pa

\/) _—SN\ \
New, fit-for-purpose houses will make it easier for HNZ ti li;in nfs Loweg‘ K >
aketena rﬁ\e \ )
Optimised h.ousing easier to manage. \" \\ K
portfolio q\“‘) Mnte = %

Criterion: portfolio is optimised to HN \:e -

Ll concentration will reduce the exacerbation of soma! 1555

sl In addition to absolute i |m aGts \\ 's wellbatrfg\a @enl\dtmn initiative has
the potential to maiget Y more reihé Gr\}ater resilience would
Community resilience mean aggregate wékbgm /s t only ig ef 'but il r\e sustainable. The greater
the anvest nﬂsoésl procurer enk\ s{twe social interactions, the more
like v@ | tQ gceur \/

<O
/cntﬂvr\on 5 ports Tm\txl[\let\ﬂ“ ommunity
(&L \‘) ‘ﬁ\egeneratsc.\e‘r%gés inv ve ing a large amount of money in community

é\l C’"‘ |r1l’ra(tt‘a’{i assets ultimately have to be owned and maintained by the
Econg nsnstﬂ/gﬁl com \x Via-rates paid to PCC. Options which do not deliver a more mixed-
/6\)\ \//‘ \\{ncome munity carry a risk that key community assets cannot be maintained
P PAR

\ a\n’d'éecome a burden.

S\> f—\)% ( Cnterlon supports a more mixed-income community

AN J) . .
/\i é)\ \".E“ Regener?tmn offers a r.wumber of opportumtu.as to defllver env1roan1$3ntaI benefits
k£ by reducing the footprint of homes (through improving energy efficiency, water

g < \Environmental use and stormwater management) and people (by enabling greater use of active

(&)) ~ sustainability and public transport options).

Criterion: delivers direct environmental benefits and homes that use less energy
and water.
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Identifying the preferred option

Options analysis

176. Table 17 below shows the economic analysis of the four shortlisted options. We have
undertaken two complementary approaches:

a. Quantitative cost-benefit analysis: The net present values (NPV) include all capital
costs, as well as fiscal, economic and wellbeing benefits.

b. Qualitative multi-criteria analysis: We also undertook qualitative analysis of benefits
that were unable to be quantified. Options were ranked against each criterion, with
points assigned depending on the ranking (for example, four points for being ranked
first).

Tabie 17: Estimatead costs and benefits (Sm)

Option 1: Option 2;
Counterfactual Counterfactual &
key moves

Discount rate 6% 3% 6%

3%

Capital Costs 288 386

5 51 997
Fiscal benefits 56 @ 65 (90 165 117 194
Economic benefits @ @ 1 157 113 197
2L

N UK

630 705 387 737 390 764
\ ﬂ}?

w

i

\&87 875 578 1,059 620 1,155

benefits:

o
analysis of non-monetised benefits: rank (score)

X € 3(1.5) 3(1.5) 2(3) 14)
@ ptimi‘sed housing 3(15) 3(L5) 2(3) 1(4)
portfolio
Cor‘n'munity a(1) 3(2) 2(3) 1(4)
resilience
Economic
sustainability 33 . . e
Environmental a(1) 3(2) 2(3) 1(4)

sustainability

Total score/rank
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177.

Figure 11: Combined NPV and multi-criteria analysis at 3% discount rate

More net
quantitative
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Option 1:
Counterfactual (3%)
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Option 3: Focused
regeneration (3%)
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Figure 11 and Figure 12 show the quantitative and qualitative analyses plotted against each
other. The two types of analysis show different things so should be considered alongside each
other, rather than attempting to assign weights or preferences. In general, options closer to
the top right corner are better scoring, while those closer to the bottom left are worse scoring.
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The preferred option

178. In general, fiscal and economic benefits are outweighed by costs for all of the options. The
primary benefits relate to the wellbeing impacts on individuals. This means that investment in
regeneration in eastern Porirua should not be expected to generate direct monetary benefits.
Instead, investment represents a transfer from the taxpayer to a particular community in need
that aims to achieve an increase in overall net wellbeing for New Zealand in the long-term.

179. Analysis of the options shows a difference between the quantifiable net benefit of the options
and the qualitative benefit scores in multi-criteria analysis. This reflects the fact that higher
investment generates higher qualitative benefits and certainty of achieving key objectives, but
diminishing quantifiable returns to investment.

180. Option 1: Modelled Counterfactual presented the lowest quantifiable benefits, but due toit
being relatively low cost showed the highest net benefits. This also partially geﬂects\the fact 3
that most of the beneflts we were able to monetlse related to the benefttS\tO\t\e af:ts of better SN

Option 1 scored worst against qualitative criteria.

181. Option 2: Counterfactual with Key Moves also provides a relajtwely good net pres\eht\(alué
However, stakeholders have significant concerns. p utt e sustalnab ty:of \hls ptron
Without growth in the population or a change fn\ é for the. peobé\hat live there, the
additional infrastructure investment coul’ h\m: ‘rne g\:urden rather t\hér}an asset. Thisis
reflected in the fact it scored poorly oﬁhuailtatwe ana[ysiﬁ \ ‘\\_ \\,

182. Stakeholders are generall df‘t\he or.\-imon that Opttor‘?\-tl} \ﬁ\au R{egeneratlon was the best
delivery against the inve trqent\objectwes \nqt tfq& rﬁatest certainty of delivering the
expected benfzﬂt_s: \Tfns |§\shown by-ib 6r‘gd /cmg the highest level of quantitative benefits and
bemg first’ han \gamSt all quqi(te'cﬁé\snteﬂa However, the additional benefits delivered by

n‘4\ar gp,f expensive nder\Qur current assumptions. Of particular concern is that the
n“e wellb\emg :mpact is rl Kt ve  under the 6% discount rate assumption. This indicates that
\ dy tnrment (:Quld potent Hy generate more wellbeing by spending the money elsewhere.
‘\: \\Fm‘ conte A f pﬂte sg;me amount of money, we could deliver Option 3 and give every
\3 houséhold\r\gq eastern Porirua public house $114 per week in perpetuity.
;8/3\ /,O {ﬁﬁ\lance the preferred option is Option 3: Focused Regeneration. This option delivers fairly
L\ well against qualitative criteria, with a quantifiable increase in net wellbeing as a result of the
( )\\5\ ‘investment. However, there are a number of important caveats.

~ 184. First, a less even distribution of typologies is modelled across neighbourhoods under this
scenario compared to Option 4. Further work on typology mix to achieve more balanced
distribution would be valuable, and the ultimate owners of the masterplanning role should be
given the flexibility to adjust this if improved outcomes can be delivered within the same cost
envelope.

185. Second, there is a significant number of disposals under this option (around 450). At present
these are modelled as spaced throughout the duration of the project as each precinct is
developed. However, the timing of these disposals needs to be carefully managed to ensure
that it does not have a negative impact on other parts of the renewal programme. It may also
be of benefit to invest in some upgrades or refurbishment of these properties before they are
disposed of to improve the overall quality of the private housing stock. There are also options
relating to who the properties are sold to (for example, prioritising local people and owner-
occupiers rather than absentee landlords). Accordingly, this is another matter for which the
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186.

187.

188.

58

delivery agents need to be empowered to take a strategic approach that maximises the overall
net benefits of the project.

Finally, the choice of Option 3 over Qption 4 is largely driven by assumptions about
construction costs and land value. To set the project up for success, we have attempted to use
reasonable and conservative assumptions. However, given the duration of the project, there
may be significant savings in construction costs (for example, through improved use of pre-
fabrication) or land values may increase faster than anticipated. Based on sensitivity analysis,
the gap between Option 3 and Option 4 would close if construction costs are around 20%
lower than expected and land values increase at the historical average.

The proposed masterplan is high-level and is designed to remain flexible over time. Beginning

the project with a plan based on current assumptions does not preclude more ambitious
development should the economics improve. The initial stages of Options 3 and 4-are similar,

so in practice beginning with the implementation of Option 3 does not preclt«dé\t}ig> \ (\
implementation of Option 4. ,\ \\ 7 ~ \

A \ K
As the additional benefits of undertaking further redevelopment 3 aP'e not\\I lspute the}é SR ))

strong case that in the event that costs are less than ant a‘t\ég a{imgs should-b nve#teﬂ\in
driving further redevelopment rather than reducing- theivel of*fu‘ndung, Thls‘cduld increase
the overall net benefits of the project and reguc \Kj\é\rlslythaf outcnrh?brep?\\achleved

\
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Commercial Case — preparing for
delivery

Key points

189. The preferred commercial structure of the project is based on lessons from other
redevelopment projects, and is aiming to enable delivery agents to operate with clear
mandates, and a minimum of additional bureaucracy. There are seven key roles:

a. Regeneration board

2 -
3 o /‘/
b. Master developer i\ oA &
AN\ Ve e \
2 o~ \\/ e
c. Developers/Contractors _ \ b ¢ \\__;’) B
ﬁ"'/(.)w < T} e
d. Public housing owner and tenancy manager > ?\ . \ e
RO\
g - i .

. . A N A H\
e. Bulk infrastructure provider e < j\\_-/ O / \\
f. @ ’Q§§é§§>:) //ﬁ\Qggib
g [ %\

/“v
190. The Regeneration Bo \p\\/}l overs:g Yon and ownership of the vision and
master plan. Dehx@iag be resp Si e\fOT e|r individual objectives, with respective

boards an(gCE/&Igh&ansl le for g{ & funding streams, monitored centrally.
i

191. This stri ct\{l}e} designe ‘t tqa tegration of the overall project objectives against
/tfa h@}nc/ about perfo mf}[ﬁe of individual components. Accountability is allocated to the

XO san WQE} \g/ss each delivery agent in managing particular risks.
P
2 The

x é?mme is estimated to span 25 years, including activities from the
of the Master Developer through to all planned assets 'going live' and being

e
&m;bﬁthe community.

\L \%here will be some key commercial considerations to support this approach, most notably
\ being speed of delivery, the market and economic value of delivery, and the market
= confidence of being involved, through appropriately managed commercial risks.

Requirements

194. The preferred option is Option 3: Focused Regeneration. A high-level masterplan has been
developed describing the development scenario and key infrastructure investment.

Housing
195. The housing component of the preferred option includes:

a. retrofitting 462 public houses to a level close to that of a new build, primarily in
Ascot Park and Porirua East

b. redeveloping 1516 units, primarily in Waitangirua, Cannons Creek East and Cannons
Creek West to produce 1516 new public houses and 1504 for market sales
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c. strategic divestment of 452 properties, and
d. 150 net new public houses in the greater Porirua area.

196. As shown in Figure 13, this is designed to provide for a more mixed community and a
reduction in the concentration of HNZ properties, while enabling the existing community to
stay. The preferred option delivers an overall net increase in housing supply of 1950 overall
across eastern Porirua (a change from 5070 dwellings to 7020).

Figure 13: Changes in property numbers and distribution

HNZ properties within project Overall eastern Porirua

'\ greater Porirua area to enable rehousing.

[ it urfal su Iy it
@ m)ls origﬂ %‘/h level plan for the purposes of understanding the scale of the issue

and lations, and it is based on current market conditions and assumptions. As
ditions change, the plan will need to respond. For example, if land values
\fi’ jx gnlflcantly more than anticipated, it may be necessary to pursue higher density to

void displacement of current residents. Similarly, as the benefits of Option 4: Full
(\) Regeneration are well-established, if there is a positive change in the costs of delivery, more
redevelopment may be able to be undertaken.

Rehousing

198. Ensuring current tenants have an appropriate place to move to is a critical part of enabling
retrofits and redevelopment. Based on the modelled development schedule, the peak public
housing deficit is expected to be 285 places in 2028.

199. There are four key factors which will affect the total requirement:

a. Existing planned development: The planned HNZ development of vacant land at
Ixion Lane in Cannons Creek will provide 52 additional places.

b. Turnover: Tenancies do turn over, though at the relatively low rate of around 2% per
vear. This will reduce rehousing pressure over time.
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c. Latent demand in the area: The redevelopment process is likely to uncover unmet
demand. For example, properties may be housing a number of unknown boarders or
additional family members. This may mean additional properties are required for
housing a single household.

d. Wider demand: Demand for public housing is growing across Wellington. This
means it will be difficult to find places for eastern Porirua tenants to transfer to
within HNZ’s broader portfolio.

Figure 14: Net change in public housing stock over time (base = 1978)

100
50

(50)
(100)
(150)
(200)
(250)

(300) O —a o
(350) — e i \' \ ) S ) \ll'\‘ N /j
2018 2020 2022 2024 2026 20/23 h30 2932 20%4 ?036\2 } 2040 2042

# Houses

200. The heaviest pressure for rehousmg\wﬂl be in the ea(jy‘ és efthe pro;ect with the
requirement reaching 142 pléc S by 2020, aft,er alie mbthe Ixion Lane development,
which could prowde 51 ce’;\n the short—tgrmr T ver will lessen this pressure over time.
For the addltlpnal tOm p\nent we beluéue &\19 hetter to provide for net new places upfront, to
take a cons,er\xativs/gppr’oach w\h Wtﬁis reqﬁlrement will be affected by turnover or wider
deman‘d\\f\/\ A 5 < N \
\\Pun\f{lhg,\).nll be needed for &) and HNZ to provide additional capacity of 150 places, in
< \J) / ad/’d‘tlon to tl?e leé Lane deve|opment that is underway. These 150 places will be additional
\ \ ’net neng r‘l\crdmp etion of the project. Funding should be made available through MSD to
sgp\ c(rt HNZ'to'undertake new developments, purchase existing houses, or lease properties
W I'hn Pgrirua or the Wellington Region more broadly, as appropriate. This will enable
x‘\/ \\ﬂe b}ltty to provide places in response to tenant demand. For example, tenants with children
))\\\ ‘attending school in other areas may wish to relocate to be nearby.

202. In the short-term, PCC has three sites available in the city centre which could be available for
housing development. The sites would need to be developed as mixed-tenure (to not create
an adverse impact on the surrounding area) but there is potential to fulfil a significant amount
of the rehousing requirements within these sites.

Key moves
203. The housing component is complemented by a range of investment in community
infrastructure:
a. [3]

b. Cannons Creek neighbourhood centre: Revitalisation of the centre based around
Cannons Creek School, Park and shopping centre would provide a hub for community
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activities and a focus for better social connectivity. This could include co-location of
key social services.

c. Greenways: Walking and cycling connections enabled through improving the
condition and safety of greenways enable people to be more connected to each
other and to promote active transport.

d. Upgrading Mungavin/Warspite Avenues: Redevelopment would form a key
transport corridor and neighbourhood “front yard’. This would be an important part
of creating visible change early to build community confidence.

e. Connection to city centre: An improved pedestrian and cycling connection to Porirua
city centre would enable connection to both commercial areas and the train to
Wellington City, unlocking potential in eastern Porirua.

Schooling

.

N Xy
204. Investment in schooling has been identified as both a key means of bét\\e{ se}ymg the eixlsturgg\ T ) 7

community and an enabler of attracting people to the area.. < <

((:/‘\\{ \\ lIV'-

205. If the regeneration goes ahead, the additional housing. deveiopment will. meah\that e>pansnon
of capacity, for secondary schooling in parr:cuLar W{hxpgjemﬁary at SQ\n&z [2] ]\

206. Current primary schéolln cépamty ca a\cmr?\ edafe the population growth associated with
Option 3. Hox gger;adzi lonal res\ourrsng\whuld be required to increase capacity if growth is
hlghertha,nfexpecf‘ed [2] / \\\\

A QAE
< /
< )J,\\v_', e N 7y
\Building soctal\cohe ion

-

X \/",\l"' \ L
> \\ A -~ Q\ \
j

207 /Thé ége |.,9 ahon proposal represents a big change for the community of eastern Porirua. To
A \ < m\an&e this change, implementation will need to include a strong focus on building social
\& ) \ cohe5|on This will require several key elements:

\ \\’) ¥ a. Community engagement: Multiple channels will need to be utilised to engage the
= community about the project. This will require an ongoing local presence in addition
to periodic engagement events about specific aspects of the built environment.

b. Involvement in elements of design: While it is not practical for the community to co-
design every element of the project (for example, specific housing typologies} there
are a number of opportunities for community involvement. For example, shared
spaces such as the greenways or town centre revitalisations offer significant scope
for the community to set objectives for space and input into design.

c. Place-making: Building on the existing sense of place and community in eastern
Porirua requires more than just infrastructure investment. The design of spaces and
events that create opportunities for the community to come together will help
people to engage with the new spaces.

d. Social procurement: The employment of local people within the implementation of
the project is a key opportunity to promote community ownership of the change and
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to ensure that the expenditure associated with the project stays within the
community it is intended to benefit. This is particularly important for a community

like eastern Porirua with a large number of adults in need of work, and young people
not in education, employment or training.

2

8 K
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Delivery strategy

210. Because the project is large, long-term and involving significant uncertainty, there are a
number of risks which the private market will be unwilling to take, or would demand a large
risk premium to protect returns.

211, 131
To
bring community-wide regeneration that achieves the desired social outcomes requires the
Crown to retain responsibility for strategic roles in the programme.

212. It does not mean that the Crown needs to carry out every role, but rather where possible
harness private sector expertise. In general, the Crown would be responsible for governance,
programme management, engagement and delivery of community assets, whlle f\hg private
sector would be utilised to deliver housing assets.

\

N
A\

i 2\\f\ /': ~
Commercial structure and high-level rlsk aljlp\i:\{tgoh (\ )

g

213. The commercial structure utilises a mixture of operation I/ clal and pO|It1§\ &\t\eg!c
accountabilities. Delivery entities will mamtam é)\gtl g\ r.mtabllm ré'J oh to their
financial and operational performance to t e exsst\qg B’oards,\nm Ng “ageéncies and
responsible Ministers. Political and st ég cgountablllty lﬁkd\gﬂ r\ragalnst the vision will

be between the proposed Reggne atio Bo’grd and t\e( \ rvantlfes Figure 16 shows the
overall structure. /)\\ >

cﬁt}aﬁtabllltles with the existing Boards of HLC

214. This structure is tcgavcriéir%aﬁhg croszy ac
and HNZ in p r‘fchar\ Iy practice.f ec ?{ﬁ'h 7 to the Regeneration Board will be strong,
since dekvéry {S’ agﬁly-wsmle ar\de\bgre are mult|ple lines of reporting to monitoring agencies

t s‘(ers; However/h ca ding will flow direct to delivery agencies, we are able to
\QEB t’ng additional o plex:ty or burden on the Regeneration Board in relation to

ﬂ f‘nah ial ma nage\% it 5ot 1at it is better-able to focus on key strategic and political risks.
\>‘/ * o

‘overnq cé\%lg; Regenerahon Board

( §§enerat|on Board will be established to provide overall governance of the project.

21/6 \Members of the Board will be jointly appointed by the Crown (Treasury to facilitate), PCC and
Ngati Toa. While members may have other roles in relation to the key delivery agencies,
membership will be in the interest of the project, rather than representative of different
partners. The membership will need a core mix of skills relating to development, public
housing, social services and community engagement, in addition to specific local knowledge in
relation to eastern Porirua.

217. The Board will be responsible for:
a. owning the vision and the Strategic Spatial Framework Plan {as shown in Figure 15)
b. ensuring integration of the delivery entities

c. identifying what is working well within the community and what gaps might exist,
and

d. advocating for reprioritised or additional resourcing to meet the community’s needs.
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/

218.

219.

220.

221.

222.

223.

/\\

The highest-level masterplan (referred to as the Strategic Spatial Framework Plan in Figure 15)
will be produced by the Master Developer and agreed by the Regeneration Board based on
community engagement and the concepts used in this business case. This is to recognise the
dependences across the different components of delivery that are not under direct control by
the Master Developer. The Regeneration Board will set key performance measures for the
programme, in consultation with the delivery entities and responsible Ministers.

To ensure integrated delivery, the Board will manage the relationships between delivery
entities and assess any real or perceived conflicts with any stakeholder’s existing
organisational governance arrangements. Where any real or perceived conflict occurs, the
Regeneration Board will attempt to resolve the conflict, and if unsuccessful will escalate to the
responsible Ministers as appropriate.

[2] A0
Over time, thé, Bo‘a d will be /_:'!"\

expected to form a view on the community’s needs and how social servrce;smg\\\\he ﬁetter : \X
delivered. e N ‘\\ \\ \ K -

P '. \ ) \ \\ /
Having formed a view, the Board will make recommendatfor}s\‘to Mm;sters abouK sbural
service provision in the area needs to change to delwer n the sion. Thas form‘s a. K/
feedback loop to drive change over time, and to|| ie l< he%éhvery oj n\mgré{ed <}Br}umumty
assets with improved social service delwery\ h{hms (s are ulttm Ely r\eronsane for delivering
a response to the community’s needs, \\ \, \\\ N ( \\ N X _\ s

b \\.-

The Board will not be requ:ge\ fo mgnage the fundl ébk\t\'le Ewerall project and it will not
have direct accountability :%r q%ra!I fmancuafperfq\ nante. However, the Regeneration Board
will require fundmgnfor\s ail‘secretat'lat rolé\to ?ubport the board members.

The Board r sﬁnmlbl)for O\fqra | prf)érarrfme oversight, and key strategic and political risks.
aBo\a{ckqs expected t({?ég‘(&d dlrectly to responsible Ministers, PCC and Ngati Toa as the key

‘&
strat gx/g‘partners,\ M

\\.

\‘Deh\;ery roles \ ‘\\"5:"

Maste év fofe(\\
,234 aster Developer role will be undertaken by HLC. This is a critical role that needs to be
\)’etamed by the Crown and HLC is the best available candidate.

225 The Master Developer will develop the Strategic Spatial Framework Plan for agreement by the

226.

66

Regeneration Board. The Master Developer will be responsible for neighbourhood plans,
feasibility and superlot plans (as shown in Figure 15). While changes to the Strategic Spatial
Framework Plan must be agreed by the Regeneration Board, changes to the more detailed
plans that do not impact on HNZ developments can be agreed by the HLC board.

The Master Developer will be responsible for setting requirements, rules, guidelines, outputs
and specifications that will govern and guide Developer and Contractor activities. While the
master planning role will be consistent throughout the programme, they will need to maintain
some flexibility in development and construction roles to ensure superlots are developed and
delivered appropriately.
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Figure 15: Spatial pianning hierarchy

* District Plan and Development Strategy (30 years) E
* iLed by Coundll

* Sets growth areas

* Informs Council Infrastructure investment )
« Strategic Spatial Framework Plan (15-20 years) E
» Lad by HLC - Regensntion Board approves and owns this plan (based on Busines: Case mastar planning work)

o Kay tool to build consansus betwesn all tha players. Expreasion of joint vision.

* Determines kay moves, staging, Infrastructure strategy, high level funding programme, identifies neighbourhoods.

» Neighbourhood Plan and Feasibility (5 years) )
* Lad by HLC, includes neighbourhood module for Design Guide.

* Gives all parties certainty over ey near tarm outcomes. HLC change manages against this phn,
» Dutlines superiots, yield, staging, tenure, public realm concept. infrastructure, mdlﬂt!nb pnnu. etc. ) /\

\\V /7/\\
« Superiot Plans led by HNZ and/or builder partner in partnership % &C 9

« Confirnvs yield, feasibiiity and design (in accordance with the Design
kﬁ,’ peagreed
f the Master Developer

v
d

= Infrastructure and public realm detailed design lcd
227. The master development component |nci sa ﬂt/ablht
outcomes and benefits sought by the lx&nt Resp ngj l,l i
include:
a. communiélf\ ag

b}a fsiplagmibe

\w mme- |e\/% nsenting and regulatory requirements

@@ asset acqluisitio {: cluding compulsory acquisition if and where required)

n ciples and development rules
|te demolition, remediation and preparation
civils
key moves {including town centres)
i. delivery timing & phasing
j. land sales and marketing, and

k. identifying and undertaking common procurements (goods and/or services) including
social procurement.

228. The Master Developer will be directly responsible for delivering some projects within the
programme (e.g. the ‘key moves’) but will maintain only a monitoring role over other projects
within the programme (e.g. bulk infrastructure and school construction).

229. The Master Developer is responsible for risks relating to:
a. programme outputs (including physical assets and local infrastructure)

b. delivery timing and phasing
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¢. community and industry engagement
d. media management and communications

e. delivery of assets including procuring Developers, and Contractors where necessary,
and

f. masterplanning.

230. The Master Developer will be responsible for developing a programme risk register,
monitoring and managing the included risks, and reporting the Regeneration Board as
required.

231. The HLC Board will be responsible for performance in relation to the Master Development
role. The HLC Board will be have financial and operational accountability for thIS peHormance
to the HNZ Board and Minister for Housing and Urban Development, as it doe’s Cl{ § ntly The /’\i
Master Developer will have strategic accountability to the Regeneratlorf Bo\{lff 0 elivery. \

__\f\ ,.\\,\{\ ”

n S

Developers and Contractors , \
N \
232. The Developers are accountable to the Master Developer ﬁn,d\a(e\respt)nsuble\far proQur‘mg

products and services, including Contractors, as NEC sarv to develop thé assets, agreed with
the Master Developer. The Developers are e also re%lq b‘e for un \\\%mg deJleloped design
to meet the Master Developer’s spet:lfaca éns( iealth and safety 0 de elopment sites,
required consents, and fundmg sourcfn%fon asset deue opmeh\t

\ \
233. The Contractors are accaunia\t\}k to the Develepe r} \(Or. \‘s\bme circumstances the Master
Developer} and arexr,esp\C\rqrble fof leadjng: th\ \Ct}nst}u tion of assets including health and
\
safety on worksites, any egllatory- rfe l\r\eﬁ'tg ts mcIudmg consents, delivery timing and
detailed. deﬂg ‘tb/m‘eet the Dex}‘a gr’ eveioped design and the Master Developer’s
spe\flc tTQnﬁ dd mastey ﬂknn g S

Puw(c hobsuzg Bwner a 1d.tenancy anager

\ - s
\534\ >HNZ is exﬁ&ci.) a to cont:nue in its current role, in addition to managing parts of the

re e@mf\\ﬁ\tlhﬁt relate to public housing. This will include:
\ B N\
i /\ < /\ }!—- asset management

)\i\’\ b.

tenancy management
c. tenant engagement

d. rehousing (providing the Master Developer with vacant properties ready for
development)

e. transferring properties to the Master Developer for demolition, remediation and
civils to ready land for private or public housing construction, and

f. contracting the construction of new public houses (making HNZ the largest
Developer within the programme).

2
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236. As the public housing owner and tenancy manager, HNZ will be responsible for all risks relating
to maintenance, upgrade and construction of public houses, in addition to normal asset and

tenancy management. The HNZ Board will be responsible for core financial and operational
accountabilities.

Bulk infrastructure

237. While much of the local infrastructure and key moves can be delivered by the Master
Developer, it is expected that bulk infrastructure will be managed by PCC (according to a
development agreement and associated funding stream) to ensure integration with other
parts of the city’s Infrastructure Strategy.

2 A 4
’_"i\--& \ S A \\

< /5:\ ({) (A\\ A
o i .
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Key contracts and relationship agreements

243. The commercial structure outlined above leads to a relatively simple contracting structure.
There wil! be several key contracts supporting the delivery programme.

HLC - PCC

244. A development agreement will need to be put in place covering what aspects of local
infrastructure are to be undertaken by the Master Developer, and what elements are to be
undertaken by PCC and its contractors.

245. Given the scale of the proposal relative to the scale of PCC, it is likely necessary for the Crown
to be flexible in how development contributions are paid in total, rather than on a per-
property basis. This could help to smooth revenue flows and finance constraintstg*PCCin
order for them to ensure sufficient capacity is in place. Ideally, this would enah\e r‘e:?gurcmg P 5
for the project to have a key account manager. C‘»\ \/' ( > B
J

246. A similar approach could be put in place in relation to consentmg\a}ld a rr;tmstratl st %
Given the scale and duration of the project, smoothing cashﬁq s\t@ FCC wou d as% \
resource planning and help mitigate potential capacit\v c Qs;ramts

NN\ A\ \

HNZ - MSD N \ N\ AN

247. MSD will contract to purchase publlc ho siy g&pacaty KrOm Nz\hﬁe’value of this capacity
contract over an agreed term Ieveraged b\,@HNZ f \'\gglred to access additional
borrowing to purchase {hg ne\v "} ic hous:Qg asséQ

HNZ - HLC ((\ )V\’ }

248. HLC will h,av; agréeme tfwit h z for development of current public housing assets.
ex’g will also n \he ade in relation to the flows of funding for the Master
"\,D ng ent and’ Rubllcmthg Construction roles (for example, whether funds can be paid
< () \d:mttly to H CLbr n%edw be channelled through HNZ). The commercial and legal details are

yet to- e;(l ali

— \_

":.//’

‘\\\

v, F

H c= \\63 IQpers/Contractors

— \ ?4 Revelopers will have a sale and purchase agreement with HLC for remediated plots of land,
6\ \  made ready for development.

Procurement

Procurement strategy

250. The Master Developer wili develop and maintain a procurement strategy that will identify and
capture opportunities to generate value across the programme and drive innovate approaches
from the development market. The procurement strategy will be reviewed by the
Regeneration Board, which will advise on opportunities to deliver social outcomes through
procurement.

251. The Master Developer will maintain a programme-level procurement strategy and develop a
procurement plan for each project detailing the tactics, approach and objectives that will
achieve the best value outcome for that specific project. To maximise economies of scale or to
aid more efficient delivery, some procurements may apply to multiple projects.
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Social procurement

252. All procurements relating to development will be expected to include a focus on social
procurement. All construction, development and other activities will make best endeavours to
recruit and train local people, so that investment stays within the community. According with
best practice, this will involve seeking innovative approaches from contractors rather than
specifying particular targets, to avoid creating perverse incentives or cost inflation.

Procurement plans

253. The Master Developer will also develop a procurement plan for each project within the
programme, targeting specific goals and outcomes relevant to that project, and supporting the
wider goals in the programme’s procurement strategy.

Constraints and dependencies «
254. The proposal is subject to the following constraints and dependenc@ consa\d;@

in detailed planning and monitored throughout the project O

Table 18: Key constraints and dependencies

Feasible m
attrac%re

k reisnota demonstrable improvement in neighbourhood quality.
ther the theoretical capacity of the area can be achieved will in part be dependent

%@%\/on the market-feasible capacity.

This is a large project and it is expected that construction sector capacity will be a

ruction L ; .
factor, especially in early stages. It should be expected that construction will need to

ector capacity
ramp up over time to manage this and enable a capacity response from the market.

[2]

Social service
capacity

 PCCis in the process of reviewing its District Plan. This offers opportunities to include
" mixed-use and commercial zoning that could aid in regeneration, and to ensure that

. residential zoning does not unnecessarily restrict the types of development that can go
Planning, zoning . ahead. This will be particularly crucial to ensuring that increased density than planned
and regulation " for in this business case can be implemented if land prices escalate faster than
© expected.
. As PCC are supportive of a renewal project, there is not cause to expect significant
planning or zoning barriers. However, it is likely that the Housing Commission (a
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national Urban Development Authority) will be operational within the life of the
project. In the event of major planning obstacles, there is potential for the Housing
Commission to exercise its powers to rezone land if necessary.

Schools in eastern Porirua are currently underutilised so there is unlikely to be major issues with
capacity resulting from intensification, but there will still be a need for investment. In addition,
investment in the quality of facilities is likely to form a key part of any regeneration action by

- improving perceptions of the area. MOE will need to be considered as a key delivery agency as

. part of the overall project structure.

Education

HNZ currently has multiple contiguous land holdings that would support scale
development. However, even the most concentrated holdings have private property
mingled with public housing. Acquisition of private land to form super-lots would
enable much more integrated development, with more efficient land udggﬁhd ;
infrastructure installation. Super-lotting would also enable a more p{éanq.QgProach to ‘//f/--}
neighbourhood amenity and urban design, delivering more strofgly-against the =5 B
Acquisition of objective of neighbourhood quality. = ii’\i \?5 A4 A

f e
. L & s \‘ \ |
non-HNZ land Acquisition of private land should be planned andj"-'n\cﬁ,rfborqte \as part ofg‘\ \ T'j;-\,
o “N

\
L
e

\J

N

masterplanning. Acquisition by agreemen;_gﬁ{;ﬂ]ci/bea%ughi in the fSF\Sﬁip a‘qcé‘,-éut
L . i 5

appropriate time periods should be ?Iﬁ{” -d\@j\;i‘r/igﬁ\legotiatt)g;,??(\\sq‘g., of the

\

Public Works Act should it be ’.“\':?55{ Abalance wi,ll.-rié\S{é bes ruck between
allowing sufficient time and r\-\l\n nﬁfngy tential xtgﬁ”d%\p &eﬂs' of holding land,
?ci'.ha\}gh--negative {though

. Y . N
particularly if this r_es_ults iq\/\acg;}cir-;'whlch e{’u‘c!s av
temporary) impacton neighbetrhood guatity\ \ | I~

p rv?/:}ﬁ\qtoq\z g od quality\ \ |

AN 0N »
Natural té\r}cv;@\:m er ra;as.ih\Poﬁf%:a%}i public housing generally) are low at
b9

3 rc&'ﬁ{\i:}:Z '\Fﬁé'ﬁace and \sfqéiéo \rg(!';_lgtié:iopment, or even retrofitting properties, is
_~ \de e@&_eﬁ on how /Jﬁj'isthbs_ig{g/ tenants can be adequately rehoused.
Rehousing { <o l%ﬂéﬁentat{dﬁj\;ﬁ;\n}\i(@wiII require detailed consideration of rehousing.
-3 _;:’ Failure to a C;‘I}i el]éhd' c;r houses for rehousing would result in the entire project
i \\('_f;\___.'\}-"} /.Qegc:ﬂ gtob r-\e-gcoped as the change in timelines would affect the economics and
? i‘\\;// A ?fari{g}/aﬁﬁ\ity of affordable properties.
: e aeh
\> A (Q/ 3 ‘\’ ,ﬂhcal wastewater infrastructure in eastern Porirua is of sufficient capacity, but is mostly
\<’€/‘)\\\\_w&] " atthe end of its design life. Replacement of this local infrastructure will be required

regardless of whether the project goes ahead, but the project may need to cover some
- incremental increases in capacity.

Trunk infrastructure in Porirua is at full capacity. it is unlikely that any significant
renewal projects can be undertaken without major infrastructure upgrades (in
particular, key upgrades to wastewater treatment and trunk infrastructure) but these

are largely within the existing Long Term Plan.
Infrastructure gely xisting g

PCC has a relatively high dependence on rates as its principal source of revenue. To
avoid the need to raise rates in the event of unexpected costs, it runs a relatively
conservative borrowing strategy to maintain borrowing headroom. The current Long
Term Plan estimates borrowing peaking in 2021 to fund completion of the Transmission
Gully link roads. This indicates that PCC borrowing to fund infrastructure upgrades
within the life of this project may be relatively constrained. Alternative infrastructure
" funding and finance tools currently under development could assist in easing these
. constraints.
HLC does not currently have a presence in Wellington. Successful implementation will
HLC Capacity require the development of additional capacity and integration within the broader
corporate structure.
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Porirua City
Council Capacity

Ngati Toa
Capacity

74

PCC is relatively small. Accordingly, capacity to respond to the regulatory and
" consenting requirements of a large, long-term project of this scale is limited. Integrated
‘ planning will be required between development scheduling, payment of fees for
services and Council staffing, to ensure consents can be effectively processed and
building inspections undertaken.

While Ngati Toa is not a core delivery entity in this project, there will be some demands
on key people associated with the Regeneration Board and secretariat. Funding will
need to be made available to support these roles.

N
O

3\\\\\\\\” QA
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Financial Case - affordability and
funding requirements

Key points

255. The capital funding required to regenerate eastern Porirua is $241.403m over the first 10

years. Over the 25-year life of the project, funding requirements reach a cumulative maximum
of $494.194m in 2037, with a final net requirement of $246.132m as the project begins to run

large cash surpluses and return funds to the centre. We propose that a portion of Crown
capital is repaid throughout the 25-year modelled period using surplus cashflow fro; fr/;n land
sales and rents.

256. There are fairly limited options for financing the project. This is begatﬁ%

;\ {
a. the Master Developer does not have an ongomgﬁq rqé’gf re& ue, so sps no
practical to take on additional finance for this anjé,bt)\,qd/ \\\

b. market rent will not support suﬁlcnaq QQW}B\TO fun;i/‘\g&”})u\hc houses.

‘\_ .
257. The preferred structure is for all reve: X land sales and mé& be-used in funding the
etfe

project, with Crown loans to cover. th

qulre T i can>be extended out to cover

the maximum $494. 194);1 in'ca) t@fundmg rgqul éné paid off as the project begins to
run surpluses in la(er Y YS(T e net reqquS 132m could be covered by Crown

‘\

equity injections

read acrossyyears andisper

na yearly basis as required depending on project costs and

258. In ordi’\/:%vki‘d,eiess cap:tk\j@gjtﬂements in any one year, Crown capital funding should be

hue) ﬁert{l nina l{ p,sum This also provides an opportunity for meaningful review

\; g\ rﬁtﬁs the: prql\éi' velops.
i

his/does ﬂlse rents that are collected after the development period, or cross-
9&1 |gaf\ y HNZ through borrowing against the cashflow of other portfolios. Other
Afin

ce options could be explored, but because of the long-term nature of the project, this is

nllkely to substantially reduce impacts on capital allowances.

260. Capital funding requirements could be reduced by increasing the rent that is paid to HNZ. This

would require a change in policy by MSD and increased funding to the Public housing
Purchasing Multi-Category Appropriation.

Assumptions

261. To understand the funding requirement for the regeneration programme, the costs and
revenues have been modelled over 25 years and presented separately for:

a. the project as a whole
b. the master developer role undertaken by HLC, and

c. the purchase and ownership of public housing by HNZ.
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262. The analysis in this financial case is focused on the preferred option, with sensitivity testing of
key drivers of cost and revenue. The base case that is described in this financial case reflects
the following key masterplanning principles:

a. Deliver key enablers early (e.g. upgrade Mungavin/Warspite Ave, Bothamley Park
greenways connectivity, regenerate local centres, improve schools).

b. Density strategy makes the most of borrowed amenity, locating the highest density
toward main centres.

¢. Tenure is balanced across neighbourhoods.

d. Build schedule does not saturate the local housing market.
e. Rehousing schedule minimises the rehousing deficit at any time.
263. Further assumptions are detailed in Appendix 4. @ @
Financial analysis of project « %
s N
irenient by.

264. Table 19 shows the project net capital fu financing costs

(interest). Ten year, maximum and fi uirements i hted in bold. Note that
financial analysis has been cond arterly b imum funding requirement

i forecast cash inflow reduces the

Analysis of the preferred option capital f

ament

36.929 6.200 19.895

47.229 111.916 148.844 155.044 174.939 214.178

Yearly net
requirement

33.684 (6.458) 48.663 59.271 35.140 58.313 26.806 (11.592)

Cumulative net
requirement

247.862 241.403 290.067 349.338 384.478 442.791 469.597 458.005

Yearly net
requirement

5.079 (15.054) 28.282 {2.559) (33.832) (32.399)  (53.968)  (107.421)

Cumulative net
requirement

463.084 448.030 476.312 473.752 439.920 407.521 353.553 246.132
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265. Figure 17 illustrates the Base Case project cashflows by year, excluding financing costs.

Figure 17: Annual project cash flows
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266. The forecast impacts on the capital funding reflect the fo//g

refurbished.

a. Anapproximate 20% uplift in rental income W('S\\(/pu 1e houses*ar3§i\§0ped or
b. A 15% allowance has been %\R}(\f rthe conti g”e cN\zd development costs,
r

in alignment with HLC's cu

ctlce Thuﬂf&‘
c. HNZ operates4 ﬁ\jb hrough uaqg% shfecycle in relation to the

provusno@ {(g sing.
d. //(Fh (\ ut{(f ing sh
0@8 ‘

26) LTI‘%@EM impaéts on &\&

\S\} I\i r:a)ar.lty will be funded through the Public housing Purchasing Multi-

ory Appropriation. This would include funding for IRRS and a sufficient

%Q perating supplement to enable HNZ to finance new developments, or the purchase
</ of existing houses. These places will be net new upon completion of the project.

/’\
all/ 24 32m in capital requirements, split between HLC
274m).

ng funding for the regeneration reflect the following:

The funding will be tagged to the project and the requirement is estimated at
$5.071m'? per annum, beginning in 2019 and rising in line with the house price index
over time.

b. 2]

¢. The Regeneration Board is funded at $0.200m per annum.
d. Evaluation is funded at $0.050m every three years throughout the life of the project.

e. This regeneration operating expenditure makes up a total requirement of $7.536m
beginning in FY2019.

12 Based on 150% of market rent of $500pw, with an income related rent of $120pw. At the time of writing, MSD purchasing intentions
are not confirmed for 2018/19 so this number is preliminary.
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Total project funding requirements

Table 20: Total project financial costing (nominal)

Financial Year 2018 2019 2020 2021
Capital expenditure
e Housing acquisitions - 6.959 2.220 2.797 1.628 46.173
®  Refurbishment - - - 1.089 3.835 81.631
e land development 1.168 18.070 14.934 18.251 13.925 344.857
e  New house purchases - - 26.624 51.903 761.325
D
e Community infrastructure - 22,723 24.892 18.4 }11—.2?6\\
- -—r s ———— 2 - - ———— rV
- b
Total 1.168 47.752 68.669 \\ 61.676 \\\\ E‘Zg

Public housing provision operating expenditure:

)
Operating expenditure </} \>

= Tenancy management 1 988

e Asset management 11.835 \ \K A2, 165 <A
5; 8

»  Council rates
= _ - e B — ——/’_ -

Total 686

‘1\9 6.439

20.337 20.693

1 5
Regeneration opera p@\\_@) Y @
o m{é{)/ %‘0 @ 5.071 5.232 5.399
@ N\ \r\%

Reggnerd ‘i@\@pr 0.200 0.204 0.208 0.212

\V
0.017 0.017 0.017

0.018

7.964

1.141

9.929

5.749

7.964

 2am 75 7w 76
Total expend_ltt_lre LN 23.271 74.95i | “96.752_ i 12
Total revenue 34.201 35.827 38.712 6
Net capital required* 1.168 46.061 38.937 2
Net operating required 2.417 7.536 7.747

D

O

/ 07\‘> 2175

\

Y ika

284.192
3.471 81.103
10.271 239.947
_ 24,993 o 605.242
7.615 168.006
0.216 6.084
0.018 0.507
IO 2;0_ _ 24?52_5
96.899 235_2.83;
80.277 1864.479
6.391 246.132
10.231 241,525 |

* Net capital required is equal to total capital expenditure minus net operating revenue over the 25
year project, subject to rounding, but will not necessarily match on a yearly basis due to timing of
cashflows and the build-up and use of surplus cashflow by different entities.

78 | Eastern Porirua Community Regeneration: Final



Financial analysis of master development

Modelling of neighbourhood stage development

268.

269.

270.

271.

272.

emedl

Table 21: Master Déve
x>

T dﬁa%g,dgign Qng:}x
% Be\ﬁx Hf‘f)n % \\\ Receipts from sales or rentals of key commercial

For the purposes of master planning, Isthmus has separated Eastern Porirua into five distinct
neighbourhoods: Ascot Park, Cannons Creek East, Cannons Creek West, Porirua East and
Waitangirua. Within each neighbourhood, master-planned mega lots have been grouped into
different stages in order of importance.

The ‘key moves’ such as 3 construction of a
pedestrian bridge over the motorway have been grouped with specific neighbourhood stages
early in development, reflecting their importance in unlocking development potential.

Each neighbourhood stage has a certain number of existing public houses and a,p,anned yield
of new public houses and new private or affordable houses. The average num \‘g |stang /’
public houses in a stage is 51. The average yield of new public houses,lsﬁﬁ\p ilg bourhof’{ \

stage, with the average number of new affordable and private bou)sg’s %\ ng; ¢ 9
\
42,
HNZ is assumed to decant existing HNZC public houses, pa{ssjr{g\t em/to HLC to”de lis th/em
and then remediate and develop the land and mfrastr \ HL(?then }S\Brepa ed
mega-lots that are planned for affordable andg 3, to dey@i land sales
value. Land for new HNZ houses is passed% b2y ‘ro value, X
Table 21 sets out the main master. d costs ancﬁ r k%ﬂe some of the
infrastructure works may/bg éll %d by Ponrya I or NZTA, we include all works for
which the master%e Q\ d e ex ec‘t\e‘ﬂ Q through development contributions.

e\))

5ts and \5/

Receipts from sales of prepped mega-lots

assets

)
) f/a c (e
,@Ih{ nd marketing for prepped mega-lots

&(}) cquisitions and development of key commercial

assets to develop amenity

273. The modelling uses a generic neighbourhood stage timetable assumption with the total length

from decant of existing public houses to completion of new public houses being 30 months.
The number of existing public houses and yield of new houses varies by neighbourhood stage.
Figure 18 illustrates the timing and cumulative master development cost net of land sales
receipts for the average neighbourhood stage.
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$ Millions

# Houses

Figure 18: Timing and cumulative net real cost of generic neighbourhood stage
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274. The chart above illustrates that for the average neighbourhood stagg g{
LC forq

a. Land development is loss-making even if the lan f r\ﬁl( d

a cumulative net cost of $4.334m. This is a fac l:,cn‘\t e/ eX|st|ng/\

" 12

(&i

5 ‘L

area, only selling a portion of the rede i or privat ?‘e nt and the
high cost of demolishing publlc h ediatingt

b. Land development reqwre t amoy t f\’\;\l capltal funding given
that HL.C incurs Ian Va 0 texpen d*( and remediation phases,

but does not r venue

dev tperiod.

as e %veloperf n\
/é»acqmsm Fex i

=

/\
u@%g&;jj; of HNZ acquisitions and disposals

n sales until the end of the home

build ph B ivate an to be sold. In reality, HLC may sell a
pro % -p’rwate Ian r e end of the assumed 36-month

mcludes the strategic disposal of certain HNZC properties
rivate properties to optimise the impact of the redevelopment,
gh o n r HNZ The profile of disposals and acquisitions is provided in Figure

(100)
(200)
(300)
(400)
(500)

2018 2020 2022 2024 2026 2028 2030 2032 2034 2036

= Acquisitions =—==Disposals

2038 2040

276. Figure 20 illustrates the change in housing stock between the beginning and end of the

redevelopment and includes the new affordable and private houses.
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Figure 20: Change in housing stock over time
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Analysis of the master development funding requirement /\\ § 'y Q “>q \
3 0

excluding financing costs.

Figure 21: Annual master development funding requ Bi\\/

277. Figure 21 illustrates the Base Case master development net f\d}?g re}q/e\rﬁe \i

$ Milltons
N
o

20)

g Years

M land%os\ Disposals Master developer cosl mmm Acquisitions — wsss Regeneration  ====Net surplus / deficit

%Q
i}he total net funding requirement excluding financing costs over the whole redevelopment is

<<F§/ $205.858m. The total net funding requirement is substantially reduced due to the net revenue

from acquisitions and disposals, which totals $250.644m.

?2020 '\% s 2026 2028 2030 2032 2034 2036 2038 2040 2042

Scenario analysis

279. Table 22 on the following page shows the total master developer revenue, cost and net
funding requirement over the 25 years of the project that have been modelled. This excludes
public housing ownership costs. It also sets out the results of a number of sensitivities which
have a material impact on the net funding requirement for the master developer function.

280. The total net funding requirement over the 25 year modelled period is lower than the
maximum net funding requirement due to the time lag between incurring land development
costs and receiving private land sales revenue.
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CPorcfigse of i
F)) trofit of existing public houses

Tabie 22: Master Developer sensitivities

Natficain |
Scenario Development Revenue  Development Cost GHEVOHER . B
: requirement |
Base Case 454.520 (660.378) (205.858)
25% increase in land
454.520 (746.083) (291.564)
development cost
Construction cost
o 454,254 (719.071) (264.817)
inflation increase by 1%
. . » ° . - /,—")
Financial analysis of public housing ownership <,

- \/,/"1'\

/'./—>
A L. s :; \
Modelling of ownership \ \k A Q \\

281. The modelling of the public house ownership function, mcjudi(lg Qn rs manageg nt&ﬁd
asset management is distinguished by whether the propﬁe\r‘t\f%\a\n‘ o]d or new (0( retr \qfltied)

house, allowing for different cost and revenue as\r@i}ops to- be apphe@\o‘@hﬁﬁx A

a. Old public houses: public hous \{h c rentlyr gn\m qd opérated by HNZ,
which will be decanted an or demi \tg ke way for new public,

affordable and mak hous gL_
- \/\

b. New pu QI) housest ‘at) L built to replace the old public houses,
or oleL\h ve h d p Qhﬁ sive retrofit. HNZ will purchase these
hp é{s\f e deve b/;!d partner. The expenditure and revenue

(as‘sumﬁmns us \Jt in detail in Appendix 4.
2
/2_33/\} iI\\ 35€s out the ershlp costs and revenues.

and revenue

Fall B CEM ST AL s R e T
2 ﬂi f FPI GL-. ye Ly N SR AN 5 =Tl
c{uase of new public houses Market rent emstmg/new houses

TM existing/new houses
AM existing/new houses

Rates

283. Over the 23-year redevelopment period, 1,516 of the 1,978 existing public houses will be
redeveloped, with the remaining 462 being retrofitted. The balance of existing to new public
houses is presented in Figure 22.

284. When an existing public house is decanted in order for it to be redeveloped, it stops receiving
market rent for the redevelopment period until it is purchased back by HNZC, a period of
approximately 2.5 years.

285. For existing public houses that are being retrofitted rather than redeveloped, retrofitting is
assumed to take 3 months, and completed linearly across neighbourhood stages over a period
of 1.5 years. While a house is being retrofitted it stops receiving market rent.
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Figure 22: Number of existing vs new public houses
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uding financing costs.

286. Figure 23 illustrates the Base Case 0 erg\ \hﬂows by

Figure 23: Ownership cash flows @ﬁ/
100 @

(150)
2024 2026 2028 2030 2032 2034 2036 2038 2040 2042
Yegrs
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Scenario analysis

287. Table 24 on the following page sets out the results of a number of sensitivities which have a
material impact on the net funding requirement for the ownership function. This excludes
Master Developer costs.

288. The results above illustrate how sensitive the net funding requirement is to house build cost
and market rent. There is a large degree of uncertainty around both of these assumptions, in
particular due to the length of the period being modelling.
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Table 24: Owner sensitivities

. Netfund]ng l

Scenario ~ Owner Revenue Owner Cost s
' : requirement. |

Base Case | 1,407.925 (1,448.199) 40.274

25% increase in house build cost | 1,407.925 (1,638.530) 230.605
25% increase in retrofit cost | 1,407.925 (1,468.607) 60.682
' 10% reduction in market rent 1,267.132 (1,448.199) 181.067
© 25% increase in AM/TM costs 1,407.925 (1,599.509}) 191.585
. Market rent escalation reduced by 1% 1,232.965 {1,379.158) > ""’6%46.193 )

Capital structure analysis <O)

< NS \\
289. The total funding requirement, including finanmng c”os\ \qr[[ be\:ﬁfluen ad- b}xl? “cap tal
structure which is overlaid. Regardless of capi\ags]f ct,ur,L tﬁe mﬁs;e ﬁ velb}; rand
ownership functions on this project are t\\}\ &éstin éted to he Iasrs m\a 1}5“ e

a. The main factors that eause ¥ astbr cievelo t to" e\ess making are the low
existing land valuesj r\E’)ern Porlrga a d EQ Eﬁ;ﬁgh cost of land remediation and
developm n'r\i Kf’-\ \\V

B \ <
\tma g faﬁ: r |n mal mﬁ tE‘\e} chase and ownership of public houses loss

% 151 e IeveLQ\( kta mcome received on new public houses, driven by MSD’s

fn bove market rent for public houses that are not net new

b. Thei
Bal

Qos:l that 1(w‘r
\ Gpplv A \
Th

|s me n tl‘l@@xjnancmg costs incurred by either entity will increase the net Crown equity
req i ts o(er the project lifetime.

Ita% c%ure options
\,/X

“\291 \\The master developer role lacks an ongoing revenue stream beyond the project and over the
( ) \/ life of the project, is loss-making. Given this, it is not practical to leverage HLC’s balance sheet
to finance their role. HNZ has an ongoing revenue stream through rents. This means that
there is a possibility of finishing the project with some debt to pay down, but the capacity to
do this will be limited by the final free cashflow.

292. There are several finance options to cover the overall requirements, broadly including:
a. Crown equity injections for some or all of the capital requirements
b. Crown loans (interest bearing or concessionary), or
¢. private borrowing.

Crown equity injections

293. Significant free cashflow from rents and land sales is generated over the course of the project.
To reduce the capital requirements of the project, we propose that this cashflow be used to
fund capital improvements, rather than use capital funding for the whole project.
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294. The preferred option has additional funding requirements ($246.132m) beyond what could be
serviced by the portfolio’s revenue over the life of the project. Regardless of capital structure,
this net requirement requires a Crown equity injection if the project is to be funded within its
lifetime. Financing costs would increase this net funding requirement.

295. The maximum funding requirement (5494.194m) is higher than the final net requirement. This
means that there is significant potential for surpluses to be returned to the centre over the
course of the project. Crown equity injections provide less certainty that these returns will
occur.

Crown loans

296. The use of borrowing through the Debt Management Office is a good option for funding the
maximum requirements of the project, while providing greater certainty that surpluses will be
returned to the centre. )

< /\ oo

297. Whether a Crown loan should be interest-bearing or not is a margmal,eoh\ﬁ\ié Etpm “There / ( 5

would be several consequences of a commercial loan from the Deb{*Mi aéq,ment Offl('\é k O\ _,J

\

D) g
a. The net Crown equity injection requnrements x{ouid\l\\re\to rise to iove\the L -

interest.
AT N YN N \\
QAO)V \\\(( )
b. Because of the combination of t\gmd\eqmty mput eﬁ long-term and uncertain
project, the |mposmon of m\t\ f\likelvto ha\re&a qnnbr effect on commercial
‘I

behaviour.

c. Even minor |né&€1§§ \to repay debf ¢ }1\> \/\)

) i pay ekq Qop 8 tﬁ e counter-productive, as the
project reLr \ar_gie amou t; oSp?\feﬁ‘Leapltal to be commercially successful
[d ri |ng\aéue‘} o get \(a@e o\i\JtJ

298. Based b thé,ggpltal requt['er@‘\};ts ,the project, the present value of the total interest on a
i /\CT Q,Ic%n for th( maximu a/mount would be $104.578m (assuming a $246.132m equity
) ) ﬁ?tmn for the n Negylément) For an interest-free loan, this concession would be
i \>re ectec\as én\uﬁf g'e ‘Operating cost. For an interest-bearing loan, this would form part of
) the :K;)lt%{\\gpmpnatlcn and be spread across years.

-

i,r;[: }a%r wrgg
s

the table below presents the total funding requirement using two viable capital structures:

Master development and public house ownership net funding requirements met by
Crown equity or an interest-free loan.

b. Master development costs funded by Crown equity, with HNZ financing purchase of
public houses by leveraging its balance sheet (assumed interest rate of 6% on 100%
of HNZ funding requirement).

Table 25: Total net funding requirements with and without financing cost

Role  ScemarioA($m)  ScenarioB ($m)

Master Development 205.858 205.858
Ownership 40.274 310.641
Total net capital requiremeﬁt “ 246.132 - o _ 51;;9
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300. Asshown in Table 25, the use of private borrowing has the effect of increasing the net Crown
equity requirements. This could be reduced if HNZ were to finish the project with some debt
to be paid off in subsequent years, but there is likely to still be some requirement for Crown
equity.

301. 21

302. Asa matter of overall Government borrowing strategy, unless financial risk can be transferred
through decentralisation, borrowing should be centralised. Risk transfer is present when there
is a realistic possibility of creditors incurring financial loss in the presence of financial distress
of the borrowing entity. Clearly, this requires the willingness of Ministers to let the'entity
encounter financial distress in the first place, putting the delivery of servuces @t\r@( beparture /f'};\

A

from this principle incurs unnecessary borrowing costs. > ¢ \\ £ =~ \

.f" \ .f\ .-‘} -

303. We consider this unlikely for entities delivering regeneratlon gcfugfhses\{ eastern Poriru ~]’hi5
is exacerbated by the proposal being loss-making and requiri‘rl a net\fundmg ll'lje mn ovs:r 725
years. The proposal is largely a social intervention rathe than a‘cbmmemal p\'{iposal\mth

undesirable social impacts resulting from falluré\ \ \ S \\\k
\\\\\\ A‘.\,\\\‘.-
Preferred capital structure N V) A -\ S @
- \ p N\

304. The preferred structure is forfali “venbe fro’m Iand s‘ale%sﬁa\ng IBRS to be used in funding the
project, with Crown Ioans\tp\ ver nhe net rgqmre\me ts.) Fhis can be extended out to cover
the maximum S494’194m in captt/al fu ing raqurreﬁents and paid off as the project begins to
run surplusesém la\ter yggr The net ,\ Lm%vjént of $246.132m could be covered by Crown
equnty;n{?ctl \ (-" —

\\ \ b
305.. To<§vmd ei’cess capttal reg\}lré(nents in any one year, Crown capital funding should be spread

\ aé?qks yéars and t(\s rsed‘o\m a yearly basis as required depending on project costs and
,\ N\ gewﬁenue g Tj@haq/ﬁ 3 lump sum. This also provides an opportunity for meaningful review

\_S pomﬁs QS‘tQE roject develops.

3Q6//T}t\$ oeﬁ ot utilise rents that are collected after the development period, or cross-
\ A\ s\ub idisation by HNZ through borrowing against the cashflow of other portfolios.

I307 Other finance options could be explored, but because of the long-term nature of the project
this is unlikely to reduce impacts on capital allowances.

Potential impact on HNZ borrowing

308. HNZ has recently begun a phase of raising capital from markets. This is based on a long-term
view of likely renewal costs and revenues, and requires careful management of the
commercial viability of individual projects.

309. The eastern Porirua proposal is necessarily designed to lead the housing market, rather than
follow it, and includes significant investment in other infrastructure [2]
This means that it will not fit within the investment criteria set by HNZ. Because of the non-
commerciality of the proposal, it is our view that core HNZ borrowing should not be used to
finance the project. However, the free cashflow from the portfolio could be recycled to fund
renewal with relatively minimal overall impact on overall HNZ Debt Service Coverage Ratios.
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Alternative capital and operating funding structure

310. From a whole-of-Crown perspective, public housing is funded through a mix of capital and
revenue. HNZ's borrowing capacity is limited by the low cash return on properties at market
rent. This means that unless there is significant land value to release and subsidise new
houses, the return on renewed houses is unlikely to cover the cost of capital.

311. In the case of eastern Porirua, market rent will not support sufficient borrowing to fund the
new houses. MSD currently will pay up to 150% of market rent for net additional new public
houses, which bridges the gap between cash returns and capital costs. However, this is not
currently contemplated to fund renewal of older housing stock, which means HNZ requires
capital injections.

312. An alternative structure to reduce capital injections would be to increase the rent that is paid
to HNZ. This would require increased funding to the Public housing Purchasn Category
Appropriation and a change in policy by MSD. The impact of HNZ agreei Iof
rent for new and refurbished public houses is illustrated in Table 26

from $241.403m.
b. The maximum requirement
c. The final netf

Table 26: Annual projec

16.980

3.881

86.166 110.267 145.244 149.125 166.105 202.032

Yearly net
requirement

30.267 (9.533)  45.885 56.236 31.978 54.911 23166 (14.963)

Cumulative net
requirement

232.299 222.766 268.651 324.887 356.865 411.776 434.942 419.979

2.078 (17.769) 25.887 (4.454) (35.123) (33.023) (53.852) (97.863)

Yearly net
requirement

Cumulative net
requirement

422.056 404.287 430.174 425.720 390.597 357.574 303.721 205.858
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Alternative infrastructure funding and financing structure

313. The Treasury is currently investigating models for funding and financing the cost of
infrastructure (e.g. three waters) by securitising and borrowing against rates revenue from
new development. This model is in the early stages of development, but depending on its
progress, it may have the potential to provide both funding and financing to cover a
substantial amount of the project’s infrastructure costs.

314. This is not likely to affect the overall economics of the project, since savings in development
contributions are likely to be offset by a lower asking price for new homes that carry additional
rates or taxes associated with infrastructure finance. However, this would have a major
impact on PCC, by reducing the demands on its balance sheet placed by growth infrastructure.

315. New infrastructure funding and finance tools are likely to be introduced at some p /Qint during
the project. However, because of the complexity associated with brownfiel v’elopment

d
(for example, contamination issues associated with asbestos pipes), the lg e}* r«‘sertamty is~ \,\

likely to make the project unsuitable as a pilot. The bond yields requ’ d mdu e mvestmenﬁ A
r\. y! » N

are likely to be high. P )

O

/ o ~
316. Given the early stages new infrastructure funding and- flh ?\ce >n§chanlsms m w\Zggland it

may be better to wait until programmes are mo\r\\%ta hshed and bo ylelds are nore

|‘]\ \

reasonably-priced before introducing a ngm«sﬂub; e It’woul b’efﬁ\a{ c}pia for the use of
traditional funding and finance mod ls (e ment ¢ nml;\{\.vnsj 4n the initial stages of
the project. When a model is proyen folxb ﬁfie[d \ mej ithin the life of the
project, this could be subsm:ut%l‘fo a portlon of th% funding requirements.

S~ —\ \) N
A [\'_jf .‘_/’/ 3 ( XA
3 \‘P‘() A \¢ ”) N )
- <"',//\ \ 3
\/(E%;:\‘\ />\~' ; . \ \\ \ -
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Management Case — planning for
successful delivery

Key points

317. In the event that this investment proposal receives formal approval, a specific project will be
established to deliver the required services, centred on the Master Development role. This will
mean HLC owning the programme, working closely with HNZ, MOE and PCC in developing the
detail of workstream requirements. Governance and project management will largely be
achieved through existing structures and processes, alongside the establishment he
Regeneration Board. <

318. A comprehensive benefits management framework has been devel reasury
Living Standards Framework and is attached as Appendix 5. T/}us's Qs/o\xt e etrlcsf
monitoring and evaluation of the programme throughou |§s’3h e to nsur h the
expected wellbeing benefits of the regeneration p@pes ved

Project management planmn@ «

Project management arraniK

'
est Qi)posal ra@;}\ \mai approval, a specific project will be

tred’on the Master Development role. This will
Qg}) y with HNZ, MOE and PCC in developing the

319. {nthe event that thisin
established to deli Qf,‘t‘f'l

mean HLC 0 \(
deta|I t ;
eam |th|n e gration programme will be governed by individual planning
men M&\e_% aster Developer and the relevant partnering and contracted
\S\E artles anagement methodology will be selected and applied by the Master

Dev C and will include the relevant Planning, Governance, Performance and

requ1r

elements in Figure 24, including various existing Standard Operating Procedures.

@%@gu e 24: Programme management framework

Planning

The process wlll be consistent and
transparent across workstreams
Programme and Activity benefits will
be clearly identified at the putset to

Governance

Governance frameworks will provide
oversight of programmes and
prajects to ensure that activity and
realised benefits align to the

enable effective prioritisation and Programme strategy
henefi lisati )
enefits realisation Eff|C|ent
Programme
Management Accou ntability

Clearly defined roles and
responsibifities across the programme
Decisions will be made by individuals,
not groups

Individuals will be accountable for the
detivery of benefits

Performance managementwill set
expectations for the Delivery
Agencies

Performance reporting will be
structured to meet both internal and
external requirements

Framework
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Proposed governance and monitoring arrangements

321. Following the commercial structure, there are several different levels of governance associated
with each workstream. Each governance entity will have accountability for its own allocated
objectives and risks.

Regeneration Board
322. ARegeneration Board will be created to form and own the vision, ensure integration between

delivery entities, identify community priorities and advocate regionally and nationally.

323. Members of the Board will be jointly appointed by the Crown (Treasury), PCC and Ngati Toa.
While members may have ather roles in relation to the key delivery agencies, mep’@ershlp will
be in the interest of the project, rather than representative of different partne{s\i

324. As funding will not flow through the Regeneration Board, it will not, hav cta c&untablll
for financial performance or delivery. The Regeneration Board- W|11 he\i xmle for q Q\n
the vision and agreeing the high-level masterplan, ensu?wgfbé)p\'dmayon acrosatf\é\dlffergnt
delivery roles.

\ \\ v/")\ \
HNZ Board \\/} / ~ 5\\ )\

W\
325. The existing HNZ Board will have accou \K\fo\r’ |nan|:|al pg)rfo\%raéce in relation to the
delivery of new public housungr and fo@s rmg rehouig rn ets development timelines.

HLC Board - i x, \\)) \) \\
S\

326. The existing HLC| Boén'd v.ﬁll 9Wn the. d,diug tj'ie Master Development and be accountable
for fmanmal e?formance and e\hveryﬁn ef[aglon to demolition, development and land sales.

Treas. /ul;ﬁ<n<mfs\ﬁ-y o, }-lousmg qné\lfrb\c’« \7’e‘we!opment monitoring role
32?}. r"’l"h,e\'[reasury,cur ntly ha\a\monltormg role in relation to the financial performance of HNZ

\ n’cf TRC @am g oKl\e,r “Crown entities). With the establishment of a funding stream to HLC,
)

the ,T eaa r [Irﬁ'mmtor performance more directly than is currently undertaken as part of

/ﬁx tqrﬁ of HNZ. This is expected to be managed within baselines.
_ "\ 3’28 p

.\

n formatlon of the new Ministry of Housing and Urban Development, these monitoring
roles are expected to be transferred, with the Treasury’s role reducing to that of normal Vote
monitoring.

,

Benefits management planning

329. This business case has established a comprehensive set of expected benefits, largely driven by
social outcomes. However, while we can use evidence to determine what outcomes are likely
to result from the interventions, direct attribution of outcomes is difficult to establish.

330. Accordingly, we have established a three-tiered approach to benefits realisation. This takes a
simple approach of establishing metrics and monitoring several different points of the
intervention logic at once. This is aligned to the Treasury Living Standards Framewaork.

331. This includes monitoring at multiple levels:

a. Tier 1: Direct measurement of the outcomes of interest (for example, health
statistics). These outcomes will be monitored using a series of metrics based on
administrative data. Trends and patterns can be analysed to determine if outcomes
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are generally proceeding as expected, but benefits are not directly attributable to
the actions of the programme or its delivery entities. This will still be valuable
information for the use of the Regeneration Board and monitors.

b. Tier 2: Outputs of the programme (for example, the percentage of people that can
afford to heat their home properly). Some of these outputs can be directly
attributed to the programme for the purpose of setting programme-level
performance metrics.

c. Tier 3: Inputs {for example, number of new houses delivered). These are all at early
stages of the intervention logic and are directly attributable to individual delivery
entities. Tier 3 metrics would be expected to feature as targets within Statements of
Intent for delivery entities.

332. Appendix 5 shows each metric by tier, its source, and how it links to the mtervn\nt:mﬁloglc in ,/jf}
the strategic case and benefits described in the economic case. \ 2 —~ @

P AN (
< <
333. Most metrics are readily available from operational data or the-Qu hty\qf\Lll‘e\Survey tha\s\ \ '} )
run by PCC and other TLAs. However, a number of metricsf /bﬁu\rr)& usg of the Inte@e\ ata

Infrastructure {IDI). These have been aligned to the Tamal% dgs\ boards nd. c“ql\ be p pdﬂced

by the Treasury for use by the Regeneration Boar: i~$1 ﬁyer? enti l It‘lméte;iy this role
may move into another agency, but at presxt\ﬁ &\ “skills res(lde \ thé Treasury Insights

team.
\) s\/
Risk management pban{twg - \\i\\\\

CO)
> \\
Strategic risks . }\\,/\ 2 (' %\\ e

334. Five st\ee :g L&t\ou iId coJect ei |ndiV|duaIIy generate significant negative impact and

gaﬁd\ cxflc/ anagema whe rateglc risks are:
AT A \a Inc iet dell
\ \imti Irpﬁ’age
A~ ( \@ jL)'ehverlng the wrong assets

&\/\ : d. Affordability
OX

e. Regenerative change is not embedded.

Wb
‘\/

335. Strategic risks are mitigated primarily through ministerial oversight via the Regeneration
Board, quality preparation and initiation of the programme, input and advice from a variety of
views, and leading an integrated master plan and programme of works with the right
capabilities. The Master Developer will be responsible for proactively mitigating the five
strategic risks, with the overall political risk being managed by the Regeneration Board. The
strategic risks are highlighted in Figure 25, with their respective impacts and planned
mitigations.
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Figure 25: Strategic risk management

Strategic risks Impacts

R A N . N

The programme outputs of
housing and community
change are only parially
delivered.

incomplete deilvery

Delivery of outputs Is later
Time slippage than programmed, requtring
adjustment of phasing.

Delivering the wiong  [NEAMEIRIASS ML ¢

and community a
dssets delivered. r': (‘\/‘j\

N

rianced mastar davelopes
plannming p
d programme

Regenerative change
15 not embeddad

Ceollective mitigatian with ministerial
oversight af Regeneration Baard
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Programme risks

336. A high-level assessment of key programme risks is outlined below.

Tabie 27: Indicative risk register

|ERRS .mm&.

SRR

AT AN A | o

B

Political

Policy setting change required

e Programme structure and activities will be aligned
with current policy settings, requiring no changes.

Ongoing Ministerial support

e Ministerial authorisation is required to initiate and
maintain the ongoing project.

e Regeneration Board reporting directly to
Responsible Ministers.

Delivery timing slippage and
misalignment of phases

e The Crown-controlled Mas

\7\2\“1 own :
and maintain the mai/[; (d\ ramme. ((bf

/

s & GFﬁaen
\éji?dfor ca;ar%

Unaffordable housing

|\s¥t h0us: spe

e The Master to 7|
and rele aqt,eu nsure

P

“\..._.J

/\

Unsaleable housing

he} La,plv/refrestlfe’d } r}gjﬂét demography and

typology clej}:b ill inform the

‘”/E’*’W‘

ﬂ\:\g&//@

e

j\y}yeshed demand analysis will inform the
me, ensuring the programme is structured
e attractive to the market.

N\

e Industry capacity analysis will inform the timing of
the programme.

s An experienced Master Developer will ensure the
programme considers delivery feasibility.

Bwng demographic trends

e Regularly refreshed demographic trend analysis and
forecasting will inform the Master Developer’s
planning for housing typology and delivery timing.

Harmful behaviours and
inadvertent social outcomes

e The Terms of Reference for the Master Developer
and Eastern Porirua programme will clearly outline
stakeholders, and their roles and responsibilities.

e Expert master planning will be developed and
maintained.

e The Eastern Porirua community will be engaged
with, and effective communications will be
maintained.

° 2]

e HLC will establish a local office within the community
as a base for engagement.
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Changing social service delivery
models

e [2]

Resource and building consent
issues

e Consenting will be proactively planned and informed
by the delivery programme.

e PCC will be closely engaged and can advise on any
potential consenting issues.

Rehousing capacity

Acquisitions to support additional public housing
capacity in the area will be essential to address this.

Social impact is less than
expected

e The proposed programm
informed with input fro/
government, exa.f ql ex

Elr}l;u‘ed and
g‘é focal &
ts Ngatl To \ \

o The Terms fh fegr@gforthe MaQ%r~

and.Easte)

o;fru

I p\r
itly

S

progragam Mie
S\% e 0 o/ tco@%{an E}Xém driver.
\ \ \>,T::~\
TR

Social \0> \
P i
7~ &O« >
sl &‘Leymféstru t({? /' '?Nater infrastructure condition is well informed from
_/_‘//) I i%es;md ground. \ a recent PCC study.
N \C taminatio \\\ e The Master Developer will be experienced in
- (e \\\? \ researching, recognising and remediating ground
O 2_’} \/\\ - contamination.
\\S\,\/ ! A\ b:\,/ e PCC will be closely engaged and can advise on any
A\ r;/(_‘%/\!_ ¥ known issues.

Technological

Community assets are poor
quality

e.g. location and design of
green spaces, transport and
public amenities.

e The Master Developer will engage professional
master planning services to apply good practice
community design.

Housing assets are poor quality

e All housing will adhere to specified building consent
requirements and the building code.

e Housing will meet the Government’s Healthy Homes
standards.

e The Master Developer will develop urban and
housing specifications.

e The Developer and construction Contractors will be
responsible for applying detailed good practice
architectural and construction design. The Master
Developer will provide review and oversight.
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Community design and
engagement

Legal

e The Master Developer will engage professional
master planning services to apply good practice
community design.

s 2]

e District Plan controls.

Regulatory, Legal
|

ownership Zoning does not enable

redevelopment

® The current District Plan does not allow for
appropriate development of the area. This will need
to be changed. If the District Plan is opposed and is
not enabling, development will have to roceed as
non-complying activities res t1f1 glg

with zonlngpb é/?. h fx)

be mitigated by transfgm ‘}\Z Q/[ ility for Mf _}
Development to an- \x pment Adthority \._J
" FRAA

ossible. <\

P
This can\’_.
\

i Environmental Environmental pollution

Ecological,

| Community/
| Urban
environment

/\

o Ltrnat \ni
o Rh Q\\}rg\

. The lyl E{evgl\: er WI| de\ta sutt\able
%Z\ 1} |mpac s{I lnform
\\ rv ptann/kg/an'& reQUlred to apply good
prachc \n qmme ai controls
orks

ent conditions and requirements.

> a ’/““ @D <>\v
Pro;ect val\l/at\bn a
3 (Whll /‘hvery and\imple e lOﬂ W|II have ongoing monitoring, periodic outcome
Q4 tg('”batlons epf value. An independent evaluator should be appointed to develop a

(\\snap hg} f gres(t 3-yearly intervals.

_’gged that these evaluations focus on two key questions.

s\mn 1: What outcomes occur for residents within the area of interest?

( >\3!9 Attribution of the interventions directly to resident outcomes is not able to be clearly
determined, since it is not possible to construct a proper control. It will be possible however,
to compare the outcomes of people within the area over time, and to observe change in states

and trends relative to similar cohorts.

340.

The evaluation will necessarily be long-term, since actual changes in outcomes are likely to

take a long time to appear. The focus will be the Tier 1 metrics outlined in Appendix 5.

341,

Given one of the chief concerns of the programme is to avoid negative impacts on current

residents or displacement, longitudinal analysis of individuals present within the intervention
area at the beginning of the programme should be undertaken.
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Question 2: What might be driving any observed differences in outcomes?

342. This second evaluation questions will require more qualitative evaluation, including interviews
with key people in delivery entities and tenants.

Next steps

343. This Single Stage business case seeks formal approval from Cabinet to initiate the regeneration
programme and appropriate the required funding.

Transitioning of the Masterplan from Treasury to HLC

344. Appropriate arrangements will be put in place between Treasury and HLC to transition the
masterplan to HLC and appoint them as the central programme management entl)tg

)

2
345. Ail documentation, drawings and financial models will be transferred. \\ \ < /\ _ _5:’/\\
Establishing the Regeneration Board e \\\\ S 1\&) 4
346. The Treasury, Ngati Toa and Porirua City Council will neth rﬁxg é\q\ppomtment\s\g\khe\

Regeneration Board prior to commencement of theg i /‘\\ =
% ) \\ 3

Communications and community en g ent \\ =+ 4

347. A draft communications and engagen’t\m s/tra\t i has béen dgvelopéd to facilitate the
communication of messagesf ri (o] mu/m; or@e&Qeﬁ% {n‘ess case is approved. This has
been developed based on c) on with al Fe}\q?s{n( agencies and is attached as
Appendix 6. Key r(e’:ipo}mqb’l/tf:\ includ fhef owl\ng

/)
a.,/'l‘ 1gr?\ResﬁJon5|b1?:}~F0r’d \ftlng)all announcement material and collating initial

\ Uists bf community stakeholders.
//) f\ \\E’// j kl(& \j\
< {%} ,/)HLC Leid respohhbrhty for finalising announcement material, planning and
C )\ \;’/\ img p{n@\tmgof community engagement strategy post-announcement.
NP N\
N
) A Q’ N ﬁnd MSD Joint lead responsibility for communication and engagement with
/'?‘\\ \ - 'r,HNZ tenants.
-~ ) i e
>

~ \//\i " d. PCC: Advise Crown agencies about key stakeholders and approach to
)\z communications, support community engagement and link project to existing
community engagement initiatives.

Recruitment and resourcing

348. HLC is not currently active in the Wellington/Porirua area. To implement the Eastern Porirua
Community Regeneration Programme, it will need to establish a local office with the required
personnel.

Change management

Transition to Ministry of Housing and Urban Development

349. A new Ministry of Housing and Urban Development is to be established later in 2018. This new
Ministry will provide a new system leadership role with the mandate to work across agencies
to coordinate the social, economic and environmental aspects of housing and urban
development.
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350. The Treasury will support the transition of roles in the programme to the new Ministry of
Housing and Urban Development.

2
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Appendices




Appendix 1: Eastern Porirua
population profile

Statistics NZ disclaimer in relation to usage of data from the
Integrated Data Infrastructure (IDI)

The results in this report are not official statistics, they have been created for research
purposes from the Integrated Data Infrastructure (IDI) managed by Statistics New Zealand.

The opinions, findings, recommendations and conclusions expressed in this report are those
of the author(s) not Statistics NZ or The Treasury. ,-

Access to the anonymised data used in this study was provided by Stat[sp S &
accordance with security and confidentiality provisions of the Statistics™ Qt:t 19?5; O/ nly Qj
people authorised by the Statistics Act 1975 are allowed to see dat ‘u\t a partlcular

person, household, business or organisation and the results.irf, tﬁl%iﬁp&T paperl %eeh‘
confidentialised to protect these groups from |denuftcat:or<s< /). \

Careful consideration has been given to the prwaqy,\s C rty,aﬁd conf\(k Tti \})\jssues

associated with using administrative and su eyu e IDI. F et 11 can be found

in the Privacy impact assessment for the.|n ta Inffs (‘sti&e /ailable from

www.stats.govt.nz. \ES \/ N

The results are based in part pg@’ ata supplled by, | e\renue to Statistics NZ under

the Tax Administration A 9843 ax data’ nq,us §ed only for statistical purposes,

and no individual mfor a r@yﬁhe isht osed in any other form, or provided to
}t’ve or, rejlkt\ purposes

shown ve efad> nd have.u section 81 of the Tax Administration Act 1994,
wh ichre t secr ssmn of data limitations or weaknesses is in the context
j V] an@;h IDI fo cal,p rposes and is not related to the data's ability to support

i ,d Revenué\\/ épe/ ational requirements.

Inland Revenuef dr ml
Any person access\% n|t-record data has certified that they have been
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Eastern Porirua demographics (from 2013 census)

As shown in Table 28, Porirua is a comparatively young city and eastern Porirua is even younger.

Households are generally larger than average, with larger than average numbers of children.

Table 28: Age of Eastern Porirua residents

Oto4 1,668 9.8 8.6 6.7
5t09 1,527 9.0 8.1 6.5
10to 14 1,608 9.5 7.8 kA
151019 1,641 9.7 7.4 /)<\>A\
20t024 1,443 8.5 /64\0\\\\> v 5(\
251029 1,071 6.3 &\Yés - Q\sts \ )/\>
30to 34 1,023 6.0 (\«:\\O‘s\f o f“\\\}%
o AN\ AT
4010 44 1,158 §\¥>\> - \b}:gv - 7.6
PRI I\
50 to 54 @(\&\\;/ //:\5%\(’) M 6.8 7.0
S o AR i
o e VT
,_\( @}\ e A 53\3\) I 3.2 4.0 43
(\% 74 A & 8 22 2.8 3.2
% i t(@\)‘/\x\)/ 228 1.3 1.6 23
<@B\§§m\7 114 0.7 il | 1.8
<?}L§and over 39 0.2 0.8 1.6
@ Y Total 16,965 100.0 100.0 100.0
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Porirua has a large population of Pacific peoples, particularly within the context of the broader
Wellington Region. Eastern Porirua in particular is home to a large proportion of Pacific peoples,

making up nearly half the population.

Table 29: Ethnicity of Porirua residents (2013 Census multi-response)

European 4,461 23.2 60.0
Maori 3,954 20.5 19.6 12.4
Pacific peoples 9,348 48.6 24.6 7.7

Asian 1,212 6.3 6.0 Aélg.o
Middle Eastern/Latin 180 0.9 B Q) \% (Q
« % (Q

American/African

New Zealander 87 0.5 &<@%\ V Q{.? \\>/>
Other ethnicity i O.OA /(_\\\\/@\t}l ) f\\\w
o,

Public housing tenant de

The demographics of the publj

8%), though this is not unusual for public housing due to
seholds with the mother as primary caregiver.

holds i |n b using are larger than usual and have more children (Table 30). This is
itio ary tenants being younger than average
@@n in Porirua public housing

0 44% 50%
1 21% 18%
2 17% 14%
3 10% 9%
4 5% 5%
5 2% 2%
6 1% 1%
7 1% 0%

The level of Income Related Rent Subsidy (IRRS) that is provided in Porirua is lower than the average
for New Zealand. This is positive, in that it means tenants are generally not as far from being able to
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afford the private market as the average, but these results should be read with caution. First,
Auckland has around half of the public housing in New Zealand so exerts a strong influence on these
statistics, due to IRRS levels being very high. Second, the level of IRRS does not necessarily
correspond to other needs besides housing. For example, tenants may be unable to sustain a
tenancy in the private market due to a mental health condition or other needs.

Table 31: Level of Income Related Rent Subsidy for Porirua public housing

Weekly IRRS TWAPorirua | RestofNZ
0-699 15% 10%
$100-$199 40% 26%
$200-5299 24% 34% -
CCn
$300-$399 2% 2% N _
- W\~ P
$400-8499 * ( 6%, \< \ & L&
$500-5599 B /)< x“f - \1% \\ \\\/ >
; 97 SN A
$600-$699 \ \> R AN Y

\\\\ ) >

@1 QS

The Treasury has undertaken ar\quslsgqfly social m@/cat vastern Porirua using the Integrated
Data Infrastructure (IDI). gfhli erdbs’/ goodpuifge “n e baseline outcomes for people in the

P\
Social outcomes (from IDIf\\ )\“

area. Multiple fact /\a 4:@1)) be d w‘nfé thg utcomes, including:
/\ > X
\SOV riy effects;* rﬁkﬁdmen by socio-economic status and interacting with
<\//>\/> thnu:lty \\>

\O N / b. ho s@g\f\fé/ct% directly caused by the quality of housing itself, and

e

,__\\ gp!een eastern Porirua experience worse than average social outcomes across most key measures.

K ))H Ith indicators show very high rates of preventable hospitalisations and justice indicators show

~—" high rates of both victimisation and offending. The per-capita amounts of tier three benefits
{predominantly hardship assistance such as Temporary Additional Support) claimed by HNZ tenants
in eastern Porirua are among the highest in the country. This indicates that many households are
under severe financial strain.

s{l hbourhood effects, caused by spill-overs from the high concentration of
conomic deprivation in the area.

Education outcomes are of particular concern in eastern Porirua. As shown in Table 32, young
people in eastern Porirua public housing are around twice as likely to be not in employment,
education or training, have no NCEA qualifications or have a history of truancy, suspensions or stand-
downs at high school, compared to the national average. Rates of NCEA achievement are also lower
than for other public housing populations, though rates of behavioural issues are also lower. Note
that this sample cohort won’t necessarily align with total NCEA qualification rates but the ratios will
be similar.
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Table 32: Education indicators for young people aged 18 to 21 inclusive (2015)

No NCEA qualifications 17.9% 19.5% 22.3% 36.6% 34.6%

No level 2 NCEA
T 24.3% 26.6% 29.8% 47.4% 33.9%
qualifications
History of truancy,
suspensions or stand- 22.4% 25.4% 27.7% 40.2% 42.6%

downs at high school e

A
Not in employment, S
i mp°:’ T 15.7% 20.3% 23.1% 4&9&\9 46.19((_\>
education or training /\g \ﬁ
i ip O3 n

higher for children than for non-HNZ houses in
higher than in non-HNZ houses, though notas h

4.3% 5.0% 5.3% 6.4% 6.2%

2 , aged under 18)
.

N
\eéperson health sector costs
(including publically funded
hospital events, subsidised $1,086 $1,336 $1,186 $1,469 51,609
medicines and mental health
services)

Children under five typically spend most of their time in the home, so are most affected by housing
quality. Preventable hospitalisations of children under five in Porirua are 26% higher than the
national average, at 859 per 10,000 people. Eastern Porirua has 46% of Porirua’s children under five
and a large proportion of the costs from hospitalisations. Wheezing due to asthma and respiratory
infections are common reasons for admission, which are conditions commonly-linked to housing
quality. B

13 Porirua City Council (2017), Status Report: Children and young people in Porirua
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Table 34 summarises key justice sector indicators. Eastern Porirua public housing tenants are less

likely to be an offender than average public housing tenants. However, eastern Porirua public

housing tenants are more likely to be victims of a crime. People living in the same area in non-HNZ
houses are also more likely to be victims than for other parts of Porirua. Note that these figures are
for recorded crimes only, which generally are only a small fraction of the total burden of crime on

society.

Table 34: Crime and safety indicators for adults (2015)

Victim of a crime

reported and recorded 3.6% 3.8% 4.0%
in police data
Offender recorded in \) \\\'J))
) 0.8% 0.9% 1.0%A O 6%
police data ("%
N
S N\
e $212 $244 &g 3 $713
K

Corrections costs

\? protection

16.2%

16.7%

19.0%

34.7%

39.9%

Child ever placed in care of
SRSV PRCECHDE 1.7% 1.8% 1.8% 4.0% 4.4%
CYF
CYF Family conference or
whanau agreement ever in 4.6% 4.8% 4.4% 12.6% 15.3%

place
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Appendix 2: Assessment of long-list
options for master development and
public housing renewal

The status quo: Modelled counterfactual

Description

According to the HNZ asset management strategy, there are few properties within the ea/tern
Porirua portfolio that would not be redeveloped, retrofitted or divested over the n Oyears. //’>
Accordingly, the counterfactual is not to do nothing, but for HNZ to underta/e 4 sE;st pg\l'ades er—

redevelopments. _. < \ &QJ)

Due to the prevailing market conditions in the area, it is more lkgi\} fﬁi would nd\e ake )/“"
retrofits of existing properties rather than redevelopments: Thi?vo Iso not mclu&é
masterplanning of the area, or investment in publlc asx

While there is not yet a specific asset rene \'ﬂl the” area w lg ed a counterfactual
scenario for the purposes of this busmes :ig ed on consfu % ith HNZ This includes mostly

retrofits, with redevelopment oj' 3 rtles \
\” §

\/\ < \>
The main adv nt Yf>’t\§statu qt/i is-likely to be a least cost option that delivers warm,

Jf

Assessment

dry hous t me typo& buld remain.
Th lr? isa vantag}b\(%\ is opﬁn is that there is no opportunity to address broader social issues
e

enlty int rdellver affordable housing.
\e T
ThIS/R few investment objectives but forms a good counterfactual. Critically, it focuses

caf/ e on the incremental spend that is necessary rather than the overall amount, which
qugot reflect the latent liability associated with a portfolio of this age.

(\, Sell down of HNZ portfolio

Description

This option is an alternative approach to reducing the concentration of public housing in eastern
Porirua. This would involve a progressive sell-down of stock in the area, with no masterplanning or
investment in public assets. To replace the houses that are sold, HNZ would need to purchase or
build new houses elsewhere.

Assessment

The main advantage is this provides a fairly simple solution to reducing the concentration of public
housing and removes the need to deal with brownfield infrastructure issues and contamination.

The main disadvantages are that the community may perceive this as Government abandoning it,
after having created a series of problems. There is also a high risk that reducing the concentration of
public housing in the area does not de-stigmatise it. If the neighbourhood effect persists, HNZ
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properties are likely to be purchased by private landlords operating the assets on a run-to-fail model.
This could result in significantly worse social outcomes.

The cost is also potentially very high. Eastern Porirua currently has some of the lowest land prices in
the Wellington Region. To maintain a comparable level of service, HNZ would be selling property at a
low value to buy property at a high value. Without investing in the neighbourhood there would be
no potential to capture uplift.

This option would provide poor outcomes and value for money. However, this may need to be re-
examined should a regeneration effort fail.

Modelled counterfactual and key moves
Description <D )
AN\ \ D &
This option would involve undertaking a series of key moves, including: //)\ A N\~ (c \
g D AT ¢
a. [3] ) ) : \ “,\\5 )
N \ \ ¥ % \\ i
\\ ~\

A </'} \\

\Y““

e. pedestrian and. cy”e]i %ﬂge across the r\h\\ér\yay connecting eastern Porirua to the
city cent(eafn}i t\'m gtation and—-

/E?-J\_”/- i\\/
\m \\

b. Cannons Creek neighbourhood centre
c. Greenways walking and cycling mfraftrt{c‘%\re

d. upgrading Mungavm/Wa rsﬁ\é\Avepuks

\\ >
\\

/C/x

<H)9Q\9(ng/m\:e’stmen WO }\Qeconf’ned to counterfactual retrofits and redevelopment.

(<>

g

§ /\)
SESS
? a van ages of this option are that it offers good amenity input to the community, while
/I;\{{I s5ing costs.

T e main disadvantages are that public housing concentration would not be reduced to a level that
would mean less exacerbation of social issues, and there would be little opportunity to deliver
affordable housing. In addition, while upfront investment in the community is occurring, there is no
provision for ongoing maintenance. Without growth to accompany the new infrastructure, costs
would fall to the existing ratepayers, meaning the level of service may not be possible to maintain.

While providing investment in community assets, this option is unlikely to deliver sustainable change.

34 This has been done for financial modelling purposes. In arder to identify specific options there will need to be a consultation process
with the community on its vision for education in light of the housing redevelopment proposed. If that process identified network
change there will also need to be consultation under the Education Act with specific school communities.
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(()

Focused scope regeneration - partial redevelopment

Description

This option involves the same key moves, but undertakes focused redevelopment and densification
of HNZ holdings across Waitangirua, Cannons Creek East and Cannons Creek West. Less problematic
typologies such as standalone homes would be retrofitted, while more problematic multi-unit
typologies would be redeveloped into new housing. Properties with standalone homes and less
potential uplift would also be divested, while only the higher-uplift areas would be selected for
redevelopment for market sales. Ascot Park and Porirua East housing is assumed to remain in its
current typology mix and location, to undergo refurbishment, as these properties are largely good-
quality freestanding homes.

#

Assessment ) D

The main advantages of this option is that it could achieve most of the mvesJ:mE\'s\lkibl\eqnves whllt_ K >y \\

making the most of existing assets to keep costs down. _ f\ \ 1\\\ o

<O)
There are a number of disadvantages to this option that re!ate:f’o(the\Q ie\t\of achl Lng‘t}

investment objectives: \ S8

e

NN
a. Thereis a lower delivery of affo a le é\\é Mrket housm \1\1 Id be achieved
under a full redevelopments cen r hlch ccu\d ?t\entl ly result in more
displacement of currejx\res ents \\\

b. There is a req| we \fé a sngnlf&am}m\nﬁ;\ér of disposals of HNZ properties with
unde/s\m:éle typ) }fgaes thSH e\a rlg[( of being purchased by private landlords
_ope %tl\ g\he assets cri(’unﬁ( fajl model (ultimately threatening the overall

< (regev?fatlon)

Y sw dble fo\'\/etyo itting are predominately three-bedroom and concentrated in Ascot
§ e \}hﬂ Bor/ua East. This means that to achieve HNZ's preferred typology mix, one
KQ \;wo -bedroom typologies are concentrated within Cannons Creek and
A\\ aitangirua. This creates a potential risk to the overall success of the regeneration
by limiting the degree to which communities can be fully-integrated with wider
Porirua.

</’,\ e D’ue to the dlstrik$t'1§ of age and typologies in the current portfolio, the properties
2

This option could achieve the investment objectives, but carries some risk.

Full scope regeneration — full redevelopment

Description

This option would involve undertaking the key moves and redeveloping all public housing within the
eastern Porirua area with a relatively modest uplift in density.

Assessment

The main advantages are that this enables the greatest impact on the amenity of the area, the
reallocation of public housing to achieve mixed communities and a large amount of affordable and
market housing.

The main disadvantage of this option is that it is relatively high cost.
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This option would achieve the investment objectives to the greatest degree though value-for-money
may be an issue.

High-yield regeneration

Description

This option would involve undertaking the key moves and redeveloping all public housing within the
eastern Porirua area at the highest practically achievable level of density.

Assessment

The main advantage to this option is that it would provide a large amount of affordable and market
housing that would potentially have effects on housing affordability across the region.

%
The main disadvantages of this option are that it is likely to be high cost and ri QS grf,let << \X
)

not absorb the mix of typologies offered within the eastern Porirua portfolle\ \
‘)

This option would achieve the investment objectives but would 51 %tqﬁ\eet cnt;cﬁl\%hxe\s(‘

factors in relation to value for money and ach'e"j"f’\"'ty: ) % ( \\\\
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Appendix 3: Assumptions for assessing
benefits

e e 2d e — R e e e e S =

This CBAx model analyses the beneflts that wouId be reallsed from an investment in regenerating Eastern Porirua
housing and community facilities. The regeneration of Eastern Porirua will involve retrofits of public housing and

redevelopment to public and private housing. The CBAx considers four different regeneration scenarios with different
cohort assumptions.

Option 1 (Modelled counterfactual): It is assumed that the public housing in eastern Porlwﬂvould eventually be

regenerated as part of the Housing New Zealand (HNZ) long-term asset management p’ij is modelled (@

status quo case. Under this scenario, it is assumed that there will not be any/)gn"h(\a nity eff
positive impacts from tenants moving into new housing will be delayed Vﬁ

s Option 2 (Modelled counterfactual plus key moves): This is the a@ \\ é\baove scena’ﬁ&kka\%ws for

redeveloping community infrastructure in eastern Porm,a\< ((es this Ea FA \‘i regeneration project
include: B 3

o Therenewal of [3] \%che Cann ns\ h ourhood centre

o The creation of bette{rx{\@\\ba and walk wav

in and to Eastern Porirua

2 (> i\/
° Opt|on 3{?\ ;eg\heratm{l}\/% ario is less intensive than Option 4. It involves constructing 1504 private
7

fen s ing/recdt HNZ public houses, with 452 properties divested. This regeneration is
begm inz 20 an lmplemented over approximately 20 years.

lcﬂ"!) This is the most intensive regeneration scenario for Eastern Porirua. It involves
co '{t;f 5 private houses and renovating/reconstructing 1965 Housing New Zealand public houses. In

(aﬁ e Housing New Zealand public houses will be divested. This regeneration is expected to begin in 2020
\2\ implemented over 20 years. In addition to renovating and building new housing, this scenario also involves

LY

\V

<‘,>> < x renewal of community facilities.

-'-G#emtchlﬂiéﬁbﬁchﬁnmﬁﬂnns o oy e Vi R Rk s e o RS

- e e s 40

e

e by | i Al e o

tength of Impact | The length of the impact is assumed to be 30 years. For the |mproved housing quality and reduced
overcrowding/underutilisation benefits the impacts begin when the house is built. The community
effect impacts begin when all new houses are built and the lower public housing concentration is
achieved in 2035. Housing is a long-lived asset and therefore its useful life and the benefits gained
from it are expected to continue for a long period of time.

Cohort The cohort population is the number of houses, multiplied by the average number of occupants

Assumptions (3.0197). This average number of occupants per household is sourced from Housing New Zealand
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data and is based on public housing. This average is also applied to private housing, as the average
number of occupants per household in Porirua as a whole, is similar®.

The different scenarios considered in the CBAx have different housing numbers and therefore the
cohort is adjusted for each scenario. The current cohort in Eastern Porirua is made up of 1963
public houses and 3107 private households, a total of 5070 households in the neighbourhood.

Option 4: In this scenario there is expected to be 1978 regenerated public housing households
and 2625 new private households. The total amount of new units in the area is 4603.

Option 3: In this scenario there is expected to be 1978 regenerated public housing households and
1504 new private households. The total amount of new units in the area is 3482.

Private Impact
Assumptions:

In the different regeneration scenarios, there will be additional private housing built in Eastern
Porirua. This private housing will be filled with a combination of owner-occupiers and private
renters. It cannot be known whether these new private housing tenants ha\Le{ moved from houses
of significantly poorer quality. It is therefore assumed that the private t Ua\r[ts\themsel\res hav;'/\
weighed up the costs and benefits of moving to the new housmg n'ga\s (n\ oj‘ua Itis ass‘.%:mex
that any private benefits associated with moving into a new. E (ér Ponrua fhouse will/net off, wit
any private costs associated with this move. We do nptfmoFeI ®\pri\>ate beneﬂt\sqn‘tc&t ;BAx

Neighbourhood
effect
assumptions for
the different
scenarios:

The neighbourhood effect benefits assume thatt e/r uitt\m in public- haﬁs{hg céanentratlon

achieved through the introduction of more pr“v g&h olds in Eag‘rétQ arlrua will increase the

overall income status of the nmghpourﬁq B It'l§ ssumed bs at thh(e w§v?l| be a reduction in the

concentration of poverty in th a?«aa xw}uch\wil have Rés Q\g} an’eh‘ects to the residents.

The research indicates tha\t bexptﬁa}e gained f \Lx

(moving to oppor ﬂlt\?“ search) itisa su J\] eastern Porirua becoming a lower poverty

neighbourhod é\x@\g g improved 50 ﬂfrastructure will provide the same benefits. It is

assuméd:ch /34 rrent ea tern\x rtrug\se dents will gain the same benefits from this project as
ey culcjj m’bemg re]b Ked anbther lower-poverty neighbourhood.

génhant I‘Ed,LICtiO Qub ic housmg concentration is achieved under both Option 4 and Option
6ptlon 4 toncentration of public housing, however Option 3 has a public housing

1]r1dw Is relocating to lower poverty areas

low
conc\e%ranon is onIy 2 percentage points higher. No research has been found that suggest
thaj:t (eJ a\)ECIfIC value, or tipping point, to achieve positive neighbourhood effects. The
rekearch«mdlcates that the positive results are achieved when the average income of the
\n/é/ighbourhood increases and the overall quality of the neighbourhood improves. Based on this,
“the CBAx assumes that the neighbourhood impacts will not have different success rates for the
different scenarios.

The size of the final cohort in Option 3 is smaller than that in Option 4. The housing regeneration
strategy also differs, with there being more divestments and less new housing builds in Option 3.
The community effects in the CBAx rely on there being a significant change to the community,
which is achieved through a change in cohort and housing typology mix. There is the potential that
Option 3 may not achieve the required neighbourhood change and the community effects may not
be realised to the same extent. To account for this, risk ratings are applied to the Option 3 CBAx
which adjust the benefits accordingly. In addition to the risk ratings, the lower community benefits
that are likely to be observed in Option 3 are also accounted for through the lower cohort size.

For the modelled counterfactual and modelled counterfactual plus key moves scenarios, the CBAx
assumes there are no neighbourhood effects associated with reductions in concentration of public
housing, as these scenarios do not include such reductions. The modelled counterfactual plus key
moves scenario includes the neighbourhood effects that directly link to the key moves, and

obviously, the modelled counterfactual does not. These are the health benefits that are associated

15 Statistics New Zealand.

(2014). 2013 Census QuickStats about families and households. Retrieved from

http://archive.stats.govt.nz/Census/2013-census/profile-and-summary-reports/qstats-families-households/households.aspx
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with the cycle ways and the wellbeing benefits associated with improved community hubs. There
is however, the potential that the wellbeing benefits will not be achieved from just the modelled
counterfactual plus key moves scenario. This is because although the key moves associated with
the wellbeing benefits are made, there are no other changes to the cohort or housing mix. Some
benefits from the key moves rely on private investment as well as public, e.g. 3}

This private investment is less certain without changing the housing in Eastern Porirua as
well. To account for this potential, a risk rating is applied to the weltbeing benefit in the modelled
counterfactual plus key moves CBAx.

Impact Summary Tables

-I' nggun)ptiqns*and evidenqs'. 2 )
Reduced The renewal of publlc housmg in Eastern Porirua W|II generate a r\s\/l;ﬁ%& ‘Eo sing pcrtfp
overcrowding/ which will be better utilised to match public housing needsfit/g mg/ at these
underutilisation the public housing portfolio will result in reduced overer wd g\m Ea tern Pori u,a\ Q smg
and reduced underutilisation of public housing, p/rop\érﬂe AN
Better quality The renewal of public housing in Eastern. PDF \a v«ﬁl\iq}oolve both eo&nk:t\ kgprévements and
public housing capital improvements to public housi oc ! capltx F\F(O?E}I s will result in their
stock being better quality publlc hox{ﬁg SEQ stern E/an
Better housing The construction of ne E\@‘Eastern P nr&elg I}t@;mg New Zealand land will result in
choices available there being i mcr a st/ock a\La;Iab e\x i esuilts in there being better housing choices
avallable<[rar pri rchase in Easte\k irliaThe increase in new builds increases
con;érﬁiQ and will geQ@a{fe\?n} skilled workers in the region.
Community Effects “Th:g\mte/w Xt’on wil ,av ch)» }m\( effects. Making Eastern Porirua a better place to live will
I\?E-Tncreasm p,rwa e-housing stock and owner-occupiers in the area. It will also involve

e bunld networks with lower poverty households.

X iqv stment in upgradmg the community hubs and social services in Porirua East is also a part of

\ O& ;hakmg t 2 ne1ghbourhoods open to private housing investment. The changes will
Sy
A\ t
8, \

(f
|
\h \rxg(eratlon plan. These key moves will also result in community effects as it will improve the

&
S @% _httractiveness in the area and increase inflow of visitors. The investments will improve the

((; appearance of the neighbourhood and result in there being increased positive interactions
,,& \§ amongst residents. It is assumed that the updated facilities and services will increase the pride

associated with living in the area.

AN

The community effects will result in the following positive outcomes for Eastern Porirua:

=
O)
=

e Better health outcomes
e Improved economic effects
s Enhanced justice outcomes

These outcomes are explained in detail below.
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Gnvernmcmt ngneﬂts

Benefits. I -Research and Assumptians

Reduced Household crowding is a risk factor for the transmission of mfectlous diseases within New
overcrowding/ Zealand'®. Research from the New Zealand Healthy Homes study identified that reduced
underutilisation: overcrowding was associated with a 61% reduction in acute and arranged hospital admissions for
Fewer children’

hospitalisations
and reduced health

CBAx Assumptions:
costs from

The impact used is the CBAx value for the cost of inpatient hospital visits. The modelling assumes

diseases associated . . . - . . . .
< a success rate for reduced inpatient hospital visits of 61%. This impact is applied to the children

with overcrowdin . . . g
i \weing and infants that are in overcrowded public housing.

Reduced Household crowding is one factor that can cause stress within a household®® *°, It is also a factor
overcrowding/und | that can increase the risk of a child being neglected or maltreated®®?!, A-fe: $ction in
0

erutilisation: overcrowding and stress in a household will reduce the mmdenci\‘g%irx child maltr <

Avoided costs of

child maltreatment 2 2z \ \\ \
Reduced Studies have identified that children who exper(enée\a)x}iéty or depr ﬁs QI’"I:kely to
overcrowding/und | have lower educational attainment and Jeav sche%i egtiy An Am dentified that
erutilisation: children with behavioural dlsorders s 83\21 E;ss hkelvt n‘&i ]23 Overcrowding is
increased tax one risk factor that can be d a Ehlld 5 de\r \ earch indicates that
revenue as a result | removing a risk factor | r rowdmg \nJe e hre risk of a child exhibiting
of children having dlagnosed mental h or rs by 15%2
improved
educational \}&\
mgﬁop&*’

f)utcomes due to n mpietlng {:e > ather than a lower level qualification will increase the tax
Improvediment 1\ r the e impact used is the CBAx value for 25% of income tax and ACC
gealih 3 levy for t I e of moving from no qualification to NCEA Level 3. The success rate for

Q \/ this i imp reduced behavioural disorder multiplied by the improved school completion

y h|s |s a lied to the children in the public housing cohort that are in overcrowded
<‘ & I s. A lag of 6 years is applied to this effect as this is the average time taken for the
\> {/{,—\) J:hﬂl‘dren to complete school and obtain a job.

/\\\\\ 21

%\t G McDonald, A., Zhang, J., & Howden-Chapman, P. (2013). infectious diseases attributable to household crowding in New
Zealand: A systematic review and burden of disease estimate (Vol. 1, No. 1.26, p. 33). Wellington: He Kainga Oranga/Housing and

Health Research.

17 Baker, M., Zhang, J., Keall, M., & Howden-Chapman, P. {2011). Health impacts of the Healthy Housing Programme on Housing New
Zealand Tenants: 2004-2007. Wellington: He Kainga Oranga/Housing and Health Research Programme, University of Otago.

e Solari, C. D., & Mare R. D. (2012). Housing Crowding Effects on Children's Wellbeing. Retrieved February 01, 2018, from
https://www.ncbi.nlm.nih.gov/

N Glasgow K, Fanslow JL. 2006. Family Violence Intervention Guidelines: Elder abuse and neglect. Wellington: Ministry of Health.

20 gyatistics New Zealand. (2012). Vulnerable children and families: Some findings from the New Zealand General Social Survey. Retrieved
from http://archive.stats.govt.nz/

2L child Matters. (2018). Risk Factors of Child Abuse. Retrieved from http://www.childmatters.org.nz/57/learn-about-child-abuse/risk-
factors

2 Suhrcke M, de Paz Nieves C (2011). The impact of health and health behaviours on educational outcomes in high-income countries: a
review of the evidence. Copenhagen, WHO Regional Office for Europe

[ Sagatun, A., Heyerdahl, S., Wentzel-Larsen, T., & Lien, L. (2014). Mental health problems in the 10th grade and non-completion of upper
secondary school: the mediating role of grades in population-based longitudinal study. BMC Public Health, 14(1), 16.

. Gerwitz, A. H. & Edleson, J. L. {2007}. Young children’s exposure to intimate partner violence: Towards a development risk and resilience
framework for research and intervention. Journal of Family Violence, 22(3), 151-163.
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Reduced
overcrowding/und
erutilisation:

Decreased income
related rent
subsidies paid as a
result of improved
matching of public
housing to tenant
needs

If public houses are allocated more effectively this will reduce IRRS costs. The new portfolio of
public housing will better match the tenants needs. Rents will be reduced for those tenants that
have larger houses that they are not fully utilising. This will in turn reduce IRRS costs, as the
Ministry of Social Development will not be paying for unused space.

CBAx Assumptions:

The total IRRS cost per household that is saved in a year is calculated using a provided data set on
mismatched housing in Eastern Porirua and the average IRRS for the properties based on
bedroom size. It is calculated from this data that the average IRRS saving per household, per year
is $719.28 once adjusted to 2018 dollars.

We have applied this per public housing household (not per person).

Reduced
overcrowding/und
erutilisation:
Reduction in health
costs because of a
reduction in
respiratory
illnesses.

Overcrowding has been linked to respiratory ilinesses with a study |dent:ﬁ,rmg that 9.8% of
hospital admissions are attributed to household crowding?. ( //\

\'\ \V“

CBAx Assumptions: < \_ A% \
Based on research surrounding the costs assoctatedM@h [es\a:tory illnesses in ﬁew aiaﬁd
the CBAx assumes a respiratory illness cost p Qer&bn of'$783 per yia’r\ zb })Ilars The
success rate is assumed to be the hospj admlssgonSsmu!tlpllqdb e propottion of

overcrowding. This impact is apphecﬂgo\% bf/t é pub/ok(oué(ng cqh’p>t which is the prevalence

rate of Asthma within the Ney‘v\?e\alanﬁ pppulatlonzs\f \\ %

Better housing
choices: Increased
tax income gained
from the additional
employment
opportunities.- (>\

generatﬁ \/
\/

ho sm \

\\
//}K(K\))

AN

NN

$

It is assumed that the cohg\truc; é\e}f new hou lel |nc\re§se employment in the construction
industry. It is aisc\as?med‘thafa pro crﬁrq\ g’hew employment opportunities will be
allocated quc> 1, Easte n Ponruztréssd S}, \e “construction contract. This will provide
ad:t,tl‘ona\‘ \f \"{mo\?t Erd(r]ﬁ enefit to skilled employment and for others moving

g(‘ql)ﬁ 1edemplgy e ttb ade«quallfledemployment

‘CBAx Assu \Qn\ \ﬁ\sed on the 2016 PwC report, there will be an additional 0.128FTE per
SI;Q 0 of co vr ction spending®. It is assumed that 5% of these new employees will be from
th \Easte,rh Porirua community and that 3 percentage points of these are those moving from an
fﬁCEA evei 3 qualified job to a trade-qualified job. The remaining 2 percentage points will moving
{\from the Jobseeker support benefit to a trade-qualified job. The hiring of new FTE’s is assumed
to be spread out over the first 5 years of the project, as they will not all be required at the start
of the project.

The benefit for the government is an increase in tax income. The impact that is the CBAx value
for 25% of Income tax and ACC Levy based on the marginal value of moving from NCEA level 3 to
a trade and from moving from the Jobseeker Support benefit to a trade. This is applied to 100%
of the cohort specified above with a success rate of 100%.

Better housing
choices: Reduced
welfare benefits
from additional

employment

It is assumed that the construction of new houses will increase employment in the construction
industry. It is also assumed that a proportion of the new employment opportunities will be
allocated to local Eastern Porirua residents in the construction contract. For a portion of these
employees, this will provide additional income from being unqualified to obtaining a trade

qualification.

25 Barnard and Zhang (2016) The impact of respiratory disease in New Zealand: 2016 update. University of Otago, prepared for the Asthma

and Respiratory Foundation New Zealand. https://s3-ap-southeast-

2.amazonaws.com/assets.asthmafoundation.org.nz/documents/REPORT-The-impact-on-respiratory-disease-in-New-Zealand-2016-

update.pdf

B by, (2016, September).

Valuing the role of construction in the New Zealand economy. Retrieved from

https://infrastructure.org.nz/resources/Documents/Reports/CSG PwC Value of Construction Sector_final report_2016_10_16.pdf
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opportunities
generated by
housing

construction.

CBAx Assumptions: Based on the 2016 PwC report, there will be an additional 0.128FTE per
$1,000 of construction spending. It is assumed that 5% of these new employees will be from the
Eastern Porirua community and that 2 percentage points of these are those moving from the
lobseeker support benefit to a trade-qualified job. The hiring of new FTE's is assumed to be
spread out over the first 5 years of the project, as they will not all be required at the start of the
project.

The benefit for the government is the reduction in spending on the Jobseeker support benefit in
relation to those now in employment. This is applied to 100% of the cohort specified above with
a success rate of 100%.

Better quality
public housing

Housing quality is linked to respiratory ilinesses, with a New Zealand study finding that an
improvement in housing quality is associated with a 33% reduction in respiratory symptoms?’.

N,

public housing
stock: Increased
tax revenue as a
result of children
having improved
educational
outcomes due te™y

heyno\ \ oo
\ -

i )_\ \/
\\) N\
’\” (~

A

__/\

stock: Reduction in 7 &
Eealth COS:S CBAx Assumptions: & \\ R/ p = \/ \
e:aus.e B Based on research surrounding the costs associated with re R,S/' |I]néssés in New ZﬁaTa )ﬂ N
& u_CtI:m B the CBAx assumes a respiratory illness cost per person ofﬁ?& %)e \ear in 2018 dﬂ{\l&&s\THg
‘rlclaspwa 2 success rate is the reduction in respiratory svg)pﬁams h[\/mpact is applied 5\7‘%*’ ofthe public
U= housing cohort, which is the prevalence rateo\\f th a.within the New@ea!a\d ;E)opulatlon28
Better quality improvements in public housing ;tobl:\l;laé\p e linked to u;Q d mer‘ttél health outcomes. One

study found that 7% fewer reéiéqr\{ﬁ\rep rted mentalh é s ues after moving into a newly
renovated home?’. This &a X\ g,osmwe flow nqﬁegt elr education, as children that
have behavioural-disocde % Iesslkql 4:‘\\1 nfﬁiéte schoohng9 It is assumed that a
reduction |r'r/rﬂt;ut\> Ith |ssues/due 1;<t\ﬁ;|o\'% \into a renovated house will improve educational
attai m h/d ntre se school Q\ | ttgﬁ}

\.
.\9) "

\/s
improved, megtEIQ \A?Al&ssumpuqﬁs\ x

student ¢o 'letjﬁg C\EA Level 3 rather than a lower level qualification will increase the tax
reyenue for ﬁe\%wernment The success rate for this impact is the reduced incidence of mental
“hea }t\ssu,es multiplied by the improved school completion rate (7% x 3.4% = 0.2%). This is
liedto the school- -aged children and youth in the public housing cohort. A lag of 6 years is
gpplled to this effect as this is the average time take for the children to complete school and
obtain a job.

3 \’\‘@9&9@@1&\(
(/\/\/ \p}ubl\t’ﬁousmg

stock: Reduced
mental health

\

/ ’./“'\

costs as a result of
improved mental
health following a
move into a new
house

Improved public housing quality will help to improve mental health outcomes for adults and
children. One study found that residents reported 7% less mental health issues after they moved
into a newly renovated home™. A reduction in mental health issues will in turn reduce visits to a
specialist and therefore reduce the governments mental health costs.

CBAx Assumption:

It is assumed that the success rate is 7% and this is applied to the residents in new public
housing. It is assumed that infants do not make visits to a specialist for mental health issues
therefore this effect is only applied to those over the age of 5.

7 eall MD, Crane J, Baker MG, et al. A measure for quantifying the impact of housing quality on respiratory health: a cross-sectional
study. Environ Health. 2012;11:33. doi: 10.1186/1476-069X-11-33.

28 Barnard and Zhang (2016).

3 Ricketts, E. (2015). Understanding the Benefits of Stable Housing Tenure and Quality Housing. New Zealand Treasury

30 aall et al (2012).
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Better health
outcomes
(community
effects): Reduced
health costs as a
result of a
reduction in the
prevalence of

A more cohesive community with a greater income spread generates community effects.
Community effects can result in better health outcomes for residents within the community.

Studies have highlighted that movement from a high poverty to a low poverty neighbourhood

can reduce incidences of diabetes for residents, by 3 to 6% 32,

CBAx Assumptions:
The modelling assumes a gain from avoided diabetes, with a success rate of 3% based on
research mentioned previously. This is applied to the whole community cohort.

effects): Reduced
health costs as a
result of a
reduction in
cardiovascular
disease

diabetes

Better health Research has indicated that investment in cycle ways increases the proportion of individuals that
outcomes cycle as a means of transport33. Active transport and increased cycling by an individual, has also
(community been linked to a 46% reduction in the risk of cardiovascular disease compared to individuals that

do not cycle®*

D
\\f\\\’\/\/ \,/\ \
CBAx Assumptions: ,/\__\ \/:\\\ // ( HLN
i gga{)

It is assumed that the investment in cycle ways as a})art 9¥t\e aste}n Porlrua %
programmes key moves will result in an increasedbnum be?\qf m dividuals & '};‘1 ellmgton
wide incidence of cycling is 1.5%. The modellmg%s&lxﬂés t e new cv iewgs crease an
individual’s propensity to cycle fram 0% ‘to \j\@aill’ngton v rége{:}j \E% This will reduce the
health costs associated with ; a\;l{: IQr disease for- tlit}sa\ dividuals. The CBAx input that is
applied is the Marginal { Bed’cardlova UK( \{@e e’and the success rate is the
percentage redu/tlo ﬂ: scutar dls e\ ?u[hpiled by the 1.5% increase in cyclers.
This is applleqm{ﬁ Latult segment_ofw\hg\ }\ \ﬁmy cohort.

Improved
economic effects
(Community A
effects): I{'ucre\as?@
tax r,evyande \/

. /ch\a‘uﬁlc\tf\, 7

Ji'rfp Ogd)
&%S’oatlon/

€N
3\ \

1N\ G

autgoqqhﬁ\ 5 1\) G

Resgarch éf(r}d\cateé that /ma\ﬂqg ep\\a\e,t\e’r quality neighbourhood can result in better
,edtfcgtiqn fccmes for the indi vlmg%ls One study found that Bachelor of Arts attainment
'\‘ncraésed y 4% fo oV (g\@ ele]to a better quality community®®

P m__\

S )

CBAx Assun;lp io s-‘\/

it :s\ med\that this improved attainment of a tertiary qualification will increase the income of
\‘bbeéz}Ected individuals which will in turn result in increased tax revenue. The impact is an

lﬁcrease in Income Tax and ACC levy, gained from the marginal value of moving from NCEA level
three to tertiary. The success rate is 4% and it is applied to the segment of the population that is
between 16 and 64 (48%). A time lag of 4 years is applied to the cohort to account for the time it

effects): Increased

tax revenue

\O \ ‘ takes to obtain the qualification.

\Jh'lproved Research has indicated that moving to a better quality neighbourhood can result in better
economic effects education outcomes and higher income for individuals that move before the age of 13. Incomes
(Community were on average 31% higher for those individuals who moved before the age of 13, compared to

e Sanbonmatsu, L., Katz, L.

F., Ludwig, 1., Gennetian, L. A,, Duncan, G. J., Kessler, R. C., ... & Lindau, S. T. {2011). Moving to opportunity for

fair housing demonstration program: Final impacts evaluation.

3 Ludwig, J., Sanbonmatsu, L., Gennetian, L., Adam, E., Duncan, G. J,, Katz, L. F., ...

& McDade, T. W. (2011). Neighborhoods, obesity, and

diabetes—a randomized social experiment. New England journal of medicine, 365(16), 1509-1519.

33 New Zealand Transport Agency. {2016). Benefits of investing in cycling in New Zealand communities. Retrieved from

https://www.nzta.govt.nz/

34 Celis-Morales, C. A., Lyall, D. M., Welsh, P., Anderson, J., Steell, L., Guo, Y., ...

& Gill, J. M. (2017). Association between active commuting

and incident cardiovascular disease, cancer, and mortality: prospective cohort study. bmj, 357, j1456

=8 Aliprantis, D., & Richter, F. G. C. {2016). Evidence of neighborhood effects from Moving to Opportunity: LATEs of neighborhood quality.

FRB of Clevetland WP.

Eastern Porirua Community Regeneration: Final | 115




reduction in crime

because of those that did not move®. This increased income will result in government receiving increased

improved income tax revenue.

trajectories for

children. CBAx Assumptions:
The impact is an increase in income tax and ACC levy for minimum wage and the impact rate has
a 31% success rate. This effect is applied to 41% of the cohort, which includes the children and
infant segments. A lag of 10 years is applied to this impact to account for the time it takes for the
individuals to start working.

Enhanced justice Moving to a more cohesive and better quality community has also been linked to a reduction in

outcomes violent crime. Research by identified that that moving to a better community reduced lifetime

(community arrests for violent crime by 15%>7.

effects): Reduced

U S CBAx Assumptions:

result of a

t wit

This reduction in violent crime will reduce the public portion of
offences. This is applied in the CBAx with a success rate ofés/.

.h vial
is aﬁ;{ij
\)./v

segment of the population that are offenders (2.6%)/"\, \
ol \) hios

overcrowding/
underutilisation:
Improved
educational
outcomes for
children due

2

ot O
rch ar

Studies have ident

es

I}id's development. Research indicates that
}5 wding, can reduce the risk of a child exhibiting
by 15%%.

he.assumption based on research is that children that no longer experience crowding in their
Ybo olds will have better health and in turn are more likely to complete secondary school and
btain NCEA level 3. The success rate is assumed to be the percentage improvement in mental
health multiplied by the increased likelihood of children completing school. This impact is applied
to the cohort of school-aged children who are exposed to overcrowding (3%).

\

&)
A©
\g\?:rcro::dingf und

erutilisation: A

Household crowding is one factor that can cause stress within a household*! #2. it is also a factor
that can increase the risk of a child being neglected or maltreated®. A reduction in overcrowding
and stress in a household will reduce the incidence and cost of child maltreatment for the private
sector.

£ Chetty, R., Hendren, N., & Katz, L. F. {2016). The effects of exposure to better neighborhoods on children: New evidence from the
moving to opportunity experiment. American Economic Review, 106(4), 855-902.

= Kling, J. R., Ludwig, J., & Katz, L. F. {2004). Neighborhood Effects on Crime for Female and Male Youth: Evidence from a randomized

housing voucher experiment (No. w10777). National Bureau of Economic Research.

38 Suhrcke and de Paz Nieves (2011).

» Sagatun et al (2014}.

40 Gerwitz and Edleson (2007).

41 solari and Mare (2012).

2 Glasgow and Fanslow (2006)

43 Child Matters. {2018). Risk Factors of Child Abuse. Retrieved from http://www.childmatters.org.nz/
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reduction in child
maltreatment

Better quality
public housing
stock: Improved
educational
outcomes for
children due to
improved mental
health

Improvements in public housing stock are linked to improved mental health outcomes. One
study found that residents reported 7% less mental health issues after they moved into a newly
renovated home**. This can have a positive flow on effect to their education, as children that
have behavioural disorders are 3.4% less likely to complete schooling. It is assumed that a
reduction in mental health issues due to moving into a renovated house will improve educational
attainment and increase school completion.

CBAx Assumptions:

A student completing NCEA Level 3 rather than a lower level qualification is assumed to earn a
higher level of income. The success rate for this impact is the reduced incidence of mental health
issues multiplied by the improved school completion rate (1%). This is appréd to the chtldren}w
the public housing (12%). A lag of 6 years is applied as this is the ave?a\ge i /e qake for the\
children to complete school and obtain a job. - /&\ \\\ N (( \\ \

Better quality
public housing
stock: Improved
economic
outcomes with less
work days missed
due to improved
mental health

Improved public housing quality will help to |mpr0ve meqtal h aLth\e}Jtcomes fq adqlts\afid
children. One study found that residents repo;te(ﬁ'}% lés ‘mental hea!th |s\\es A rti?ev moved
into a newly renovated home®, Another stu %o%}; tan mdw@\a]\{wth tgepressmn can be

dys
ki ; \:\&\5 g f‘\\(\\)\)
\ | \3 N \

O

a\: an |mproyema \3 rdductwtty and less work days missed will
R{Jallm come. The success rate is the reduction in

improvement in productivity associated with

8% less productive at wor

CBAx Assumptions:
It is assumed in the
have a posi tivé\p;\ate ffect on the m v
men a,lh;e \ﬂ'l/pegaentage [pultm] ed bK
~red ced- lph%lence of d sfslo\n \u\lmpact is applied to the public housing segment of the
\Ebpu(at:en that |5faf\¢:gm B age (Between 16 and 64).

/itqtk At

/1\
/‘

Better qualit\}‘ ‘(/\'
publct;l‘iéué\nﬁ,\)\/

on

@ergvfosts A
/></

\Itiis assu
/ \j
warmer an

1]

't\hkw}nl‘:}qug the quality of the public housing stock will make the public housing
ar ehergy efficient. This will in turn result in a reduction in the energy usage by
tgn {s and res It in reduced energy costs.

\éBAx Assumptions:

Research by Preval et al.*’, identified that energy savings from an improved heating intervention
were $15.02 per household. This value is adjusted for inflation in the CBAx and is applied to
public housing households {not applied to individuals).

Better housing
choices: Increased
income due to
increased
employment
opportunities in
the construction
industry.

It is assumed that the construction of new houses will in¢crease employment in the construction
industry. It is also assumed that a proportion of the new employment opportunities will be
allocated to local Eastern Porirua residents in the construction contract. This will provide
additional income for some moving from a benefit to skilled employment and for others moving
from unqualified employment to trade-qualified employment.

44 Keall et al. (2012).
45 (eall et al. (2012).

R Lerner, D., & Henke, R. M. (2008). What does research tell us about depression, job performance, and work productivity?. Journal of

Occupational and Environmental Medicine, 50(4}, 401-410

o Preval, N., Chapman, R., Pierse, N., & Howden-Chapman, P. (2010). Evaluating energy, health and carban co-benefits from improved

domestic space heating: A randomised community trial. Energy Policy, 38(8), 3965-3972.
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CBAXx Assumptions: Based on the 2016 PwC report, there will be an additional 0.128FTE per
$1,000 of construction spending®. It is assumed that 5% of these new employees will be from
the Eastern Porirua community and that 3 percentage points of these are those moving from an
NCEA level 3 qualified job to a trade-qualified job. The remaining 2 percentage points will moving
from the Jobseeker support benefit to a trade-qualified job. The hiring of new FTE’s is assumed
to be spread out over the first 5 years of the project, as they will not all be required at the start
of the project.

The benefit for the private sector is 25% of the marginal value of moving from NCEA level 3 to a
trade and from moving from the Jobseeker Support benefit to a trade. This impact is applied to
100% of the cohort specified above with a success rate of 100%..

Better health

Living in a disadvantaged community has been linked to an increased risk of depression. A

/'\‘

outcomes Moving to Opportunity study found that moving to lower poverty neighbourhoods was
{community associated with a decrease in depression by 3%**
effects): Increased | pepression has been found to reduce on-the-job productivity, wi er{auffermg frg{r\t <4
employment and depression having 8% less productivity than those workers wnR}: [\/dep\’e m/n -~ \\
productivity from 5 J| a
reducing ( ) \ \/ \\\—
incidences of CBAx Assumptions: e
depression It is assumed that the community ef'fects'wnlk\lg\ fo}‘educe |ng|den dép}fss:on and in turn
improve employment and productw \\o ﬁnfptlon/a\ p\;\l > \nlmum wage impact,
with a success rate equal to the\r: dhct\v in depress\!o/n ;i Itiplied by the improvement in
productivity (8%). This i |rqp{1c {s\ppjled to t/gac{u{ttseg?nent\sf the community cohort (45%).
Improved Research has indica ted thztmovmg from a\

economic effects
{community

effects): Increased
private income~">
because of th re’)
bej \ove "

"T%c Om

}es:dents / ~\

/,_ -i is assunie

\er qu allfv neighbourhood can result in better
education- o/écb e}r the mdmdugl;\o é\t}d\r found that BA attainment increased by 4%
follccvgl@g mouqto betterqualit co@:ﬁn nity.
N (\qﬂ
EBAfossumpth s

\Kthlshnfproved attainment of a tertiary qualification will increase the income of
| e success rate for this impact is 4% and is applied to the segment of the

thg ndividu

) . : 'jaq_p atien from 16 years of age to 64 years of age (48%). A time lag of 4 years is applied to
ou\t‘%més for \,_»\ \ \\

a;c:c nf for the time it takes to obtain a qualification.

S

proﬁed
i ,\,,m.}:;reg:

S::mmumty

ects): Increased
private income
because of there
being improved
income trajectories
for residents.

Research has indicated that moving from a better quality neighbourhood can result in better
education outcomes and higher incomes for individuals that move before the age of 13. Incomes
were on average 31% higher for those individuals who moved before the age of 13, compared to
those that did not move.

CBAx Assumptions:

The increased income is applied to the CBAx value, which is 25% of Minimum Wage annualised
after tax impact with a 31% success rate. This effect is applied to 41% of the cohort, which
includes the children and infant segments. A lag of 10 years is applied to this impact to account
for the time it takes for the individuals to start working.

Enhanced justice
outcomes
(community

Moving to a more cohesive and better quality community has also been linked to a reduction in
violent crime. Research by identified that that moving to a better community reduced lifetime

B pwc. (2016, September). Valuing the role of construction in the New Zealand economy. Retrieved from

https://infrastructure.org.nz/resources/Documents/Reports/CSG PwC Value of Construction Sector_final report_2016_10_16.pdf

4 gaker et al (2011).

50 Chetty et al (2016).
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effects): Reduced
private crime costs
asaresultofa
reduction in crime

arrests for violent crime by 15%°L. Another study also found that improvements in
neighbourhood quality were associated with reductions in reported crime. Across 2 redeveloped
areas, the reduction in reported crime was 25%°2.

CBAx Assumptions:

This reduction in violent crime will reduce the private portion of costs associated with violent
offences. This is applied in the CBAx with a success rate of 15%. This impact is applied to the
segment of the population that are offenders (2.6%).

In addition to this, it is assumed there is an impact of a reduction in other reported crime. This
effect is assigned to the Theft CBAx impact and the success rate is 2.5% (25% over 10 years)
multiplied by the proportion of offenders recorded. This is applied to the whole Eastern Porirua
cohort.

(2018)%. This research measured t
housing tenants. This lnclud

§§§-

t eing of differ ituations for public
ntakk and housing quality. The
research cohort only i an t. S o\rer the ag efore we have only applied the
benefits to those/ome\r Ibeing valqe§\ d]usted to 2018 dollars.

Reduced
overcrowding/und
erutilisation:

Positive welfare
impact as a
;fliﬁﬁv:d

ysical hew \'}”Ijeductlon in overcrowding also has a

!I! be a one- pomt |mprovement in physical health for the cohort

vercrowded public housing and are over the age of 15. This is in accordance with the wellbeing
frameworks application specifications.

c@d\/u
vercrowding/und
utilisation:
Positive welfare
impact as a result
of improved in
mental health

The improvement in mental health gained from a reduction in overcrowding also has a wellbeing
impact.

CBAx Assumptions:

It is assumed that there will be a one-point improvement in mental health for each individual
that benefits from reduced overcrowding. This one point improvement is equal to a wellbeing
benefit of $4284 per person, based on the wellbeing framework. The success rate is 100% and
the wellbeing impact is applied to the individuals who are currently living in overcrowded public
housing and are over the age of 15. This is in accordance with the wellbeing frameworks
application specifications.

51 Kling, J. R., Ludwig, J., & Katz, L. F. {2004). Neighborhood Effects on Crime for Female and Male Youth: Evidence from a randomized

housing voucher experiment {(No. w10777). National Bureau of Economic Research.

. Chaskin, R. J., & Joseph, M. L. (2013). ‘Positive’Gentrification, Social Control and the ‘Right to the City’in Mixed-income Communities:
Uses and Expectations of Space and Place. International Journal of Urban and Regional Research, 37(2), 480-502.

- Davies, C. (2018). Wellbeing Valuation of Public housing Provision by Housing New Zealand.
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Better quality
public housing
stock: Positive
welfare impact as a
result of improved
physical health

The improvement in physical health gained from an improvement in the quality of public housing
also has a wellbeing impact.

CBAx Assumptions:

It is assumed that there will be a one-point improvement in physical health for the cohort
benefiting from improved quality of housing. This one point improvement is equal to a welibeing
benefit of $1077 per person, based on the wellbeing framework. The success rate is 100% and
the wellbeing impact is applied to the segment of the public housing cohort that is above 15
years of age. This is in accordance with the wellbeing frameworks application specifications.

Better quality
public housing
stock: Positive
welfareimpact as a
result of improved
mental health

The improvement in mental health gained from an improvement in the quality of public housing
also has a wellbeing impact.

/"5
CBAx Assumptions: o 52 e
It is assumed that there will be a one-point improvement in me t éea?ltl'\\faﬁéach in s\nd}/ﬁl\
that benefits from improved quality of housing. This one poi Srﬁtjvemem is eq\al tga -
wellbeing benefit of $4284 per person, based on th&wqﬂbm&&h ework The 13{852\& s.rate is

100% and the wellbeing impact is applied to e’ség en‘t\of the pub(u:f o h’o& ‘that is
above 15 years of age. This is in accordance with (ﬁe e]lbeqng ram \Kt:rks\}pllcatson
specifications. \\\ \ N\ AN \ 3
Better quality The new public housing stoc a\n;im\nér “of quality r?(o\\)@;uents including improvements to
public housing reduce cold. ? \ \\ N \/
stock: Positive |
welfare impact as a DN\ &) »' R \\\\H ’
CBAXx Assﬁnjptt \\\

result of improving
housing condition

[
<

and reducing

It is é/s‘sﬂ)
whic
there*wrll be 2 rﬁdu

a%“ the new
direct weﬂtrgz

dor

Th se wellx:& :mpacts are applied to the segment of the public housing cohort that are above

u\?\ sf&k'wil! have a one-point improvement in housing quality,
ff,é; of $5624 per person. In addition to this, it is assumed that
r\ in cold for the new housing; this has a wellbeing impact of $6247 per

g person

{ ﬁt\he\ gegﬁlS This is in accordance with the wellbeing frameworks application specifications.

\

)

ée&/rhe

outco /és

I}hm

‘Q

(eﬁhe{g) P05|t ive

\welfare impact
from improved
physical health

f« fore cohesive community with a greater income spread generates community effects.
Community effects can result in better health outcomes for residents within the community.

Studies have highlighted that movement from a high poverty to a low poverty neighbourhood
can reduce incidences of extreme poverty and diabetes for residents, by 3 to 6%>* >°.

CBAx Assumptions:

It is assumed that there will be a one-point improvement in physical health due to community
effects. This one point improvement is equal to a wellbeing benefit of $1077 per person, based
on the wellbeing framework. The success rate is 100% and the wellbeing impact is applied to the
segment of the cohort in Eastern Porirua that are over the age of 15. This is in accordance with
the wellbeing frameworks application specifications.

Better health
outcomes
(community
effects): Positive

Living in a disadvantaged community has been linked to an increased risk of mental health
problems. A Moving to Opportunity study found that moving to lower poverty neighbourhoods
was associated with a decrease in depression by 3%5.

54 Baker et al (2011).

35 Solari and Mare (2012).

56 Baker et al (2011).

120 |

Eastern Porirua Community Regeneration: Final




welfare impact
from improved
mental health

CBAXx Assumptions:

Itis assumed that there will be a one-point improvement in mental health due to community
effects. This one point improvement is equal to a wellbeing benefit of $4284 per person, based
on the wellbeing framework. The success rate is 3% and is applied to the segment of the cohort
in Eastern Porirua that are over the age of 15. This is in accordance with the wellbeing
frameworks application specification.

outcomes

Enhanced justice

(community
effects): Positive
welfare impact for
every victim of
crime avoided

Moving to a more cohesive and better quality community has also been linked to a reduction in
crime. A study found that across 2 redeveloped areas, the reduction in reported crime was 25%
on average over 10 years. A reduction in crime will result in their being less victims of crime in
the Eastern Porirua community which will provide wellbeing effects.

o

CBAx Assumptions: <
It is assumed that there will be less victims of crime and bemg a we’m\cl‘unﬁa has a we\?equ
value of $7970. The success rate for this impact is the redggf\lon u\ lr?ng\( %) multipkh/j

Improved
wellbeing

(community
effects): Positive

welfare impact for
due to residents

having more
contact with
neighbours.

segment of the cohort in Eastern Porirua that aré‘e e?‘ehe\qg f 15. A
facilities within a community hej;\o\ p vg ial cohe;l P\ cqn \edness amongst
residents® 8, The key move t e\g g to occurgd/ Q reg neration of Eastern Porirua

will improve communit f%c:ll j\lch will lr\[tl Lm;:\rq es clal cohesion and increase

proportion of people that have been a victim of crime{5:5%).\Thjs impact is asslﬂk/e
Research indicates that investment in rp'lp]'ovlqiqoptgi Hubs, g 3 s@n/d commumty
interactions arnpngst es:dent B

CBAx Assumpbtm ) \§
A o?e}pﬁl (n/pr vement inth puq\ contact someone has with their neighbour has a
“wel bhej_a lu€ of $3 /8 lt |s\es\7: ed that the improved community facilities will generate a

hﬂ\ int mcreaséi {h’é&)ntact’an individual has with neighbours. This impact is assigned to the
Lsegment Q\f t\(:c\hggkm\fastern Porirua that are over the age of 15.

S\/

)('\ \i‘\/
22 \/’:5”\\-//3
'\Q -\\_;’9

¢ -

\\\\

57 Local Government New South Wales. (2016). Final Report Literature Review into the Benefits of Investment in Human and Cuitural

Infrastructure and Services. Retrieved from https://www.|gnsw.org.au/

58 Teriman, S., Yigitcanlar, T., & Mayere, S. (2011). Social infrastructure planning and sustainable community: example from south east

Queensland, Australia. In Proceedings of the Business and Social Science Research Conference 2011 (pp. 1-12). World Business Institute

Australia.
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Appendix 4: Assumptions used in
developing the financial case
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Key drivers of financial performance

Table 36 sets out the key drivers of financial performance, their potential impact on the funding
requirement and the main factors which will influence each of them.

Table 36: Key drivers of financial performance

Key driver « of financial

‘Private land sale ale value
achieved

' Cost of land remediation

and civil/infrastructure
works

" Lag between decant of
old public houses and

- Impact on funding
_ raqulmmnnt _

Faetm whiich l.tiﬂueq_csi th,e dri er i

o Lowerthan anhcnpated
private land sale value
will increase the total
funding requirement

Startlng Iand value -

Standard of master development

Housing market conditions at time of

sale
Affordable/KiwiBuild sg‘pglations

Higher than anticipated
land remediation and
infrastructure works
costs will increase the
total funding requirement |

tenanting of new public Aﬁ Tus “and

houses g of new hous
/-\ /\)\jluh(eas th ﬂahk
o~ /r Juirement”

Pace of dev%rr{/e{:b}‘@
a\‘f\/

N

Slo Q\\an upated

f development
ingrease the
1ding requirement

/Pﬁp

\,p c‘e

Wﬁ’ pur‘%ase\v‘

_\)

| houses will increase the

. \ ngher than anticipated
,g cost of build for public

e Longert i\% °
perlodb ant _,

f\\lgant?

Existing state of é’\l nd

infrastructure;par
underg rou/ reg\ \{{\
Gene I'co atlon ey

€ NZTA

%n/dell\ﬂr r th\\ l% b :4

\\ef@: ntly <
Ablhty P%géto \Jhk with other

_pa;né

S

by O

r\ound land

E‘ével\g

tecanted)
Time taken to complete
civil/infrastructure works

n required (unknown
'u/ | after old houses have been

Infrastructure constraints
Rehousing
Housing market conditions

_ Specification of public houses

Size of public houses
Construction cost inflation

,\\ total funding requirement |
b’éewed o Lowerthan anticipated | e
new public Market Rent will o

\@m

Structure and cost of

increase the funding
requirement

Starting- }:;c;s_i-tiar? for Market Rent |

Escalation assumptions for
Market Rent

Performance/availability regime

attached to rental stream

» Higher than anticipated

financing cost of financing will
increase the funding
| requirement

|

[

|

| |
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Base interest rates

Current cost of borrowing for HNZ

and HLC.

Extent to which their general cost

of borrowing is influenced by
borrowing on this project
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Key sources of risk and variability

Table 37 sets out the key sources of risk and variability for the master developer and public house

owner and potential ways to mitigate them.
Table 37: Key sources of risk and variability

Koy risk .'source Daeerlption

EVBRRLIITL ] o T U ot e o L S

Rotpntial rlsk*mlﬂga!lon

| o A housrng market downturn could
; impact the funding requirement by
' delaying the pace of the
redevelopment and/or the value
received from development/build
partners for private land

Housing market

) -Abrlrty to flex the IeveI of |

public and affordable housing |
upwards for neighbourhoods
during market downturn in
order to continue p;;gce of
building |

|
|
In-ground | e As minimal redevelopment hasbeen |« Build inaJ ‘sfé eyel per |
remediation , carried out in Eastern Porirua, little is margrn such £ \\
costs ; known about the level of in-ground rlsk 2 &) )
| remediation that will be required r)d databas 0 L
| « There is no way of knowing what the. /’9 \inf \matlon bas e\x&
! cost of in-ground remediation is untrl Qx\penence aﬂy
. old houses have been dec @ o inf & bjﬁtg forward
! demolished a&\ ang, ITQ ays/o solwng in- |
| R,gr\o\@ issues |
. Construction '« Given the length \inﬁgs\i‘f\oﬁhe \X\Gr\}eh that the c. 2000 public
| cost inflation ' programme HLC a jfz Z will b \ Roses will sit within HNZ’s
| expaseﬁ\‘. sr) tantial ri r% \ wider portfolio it should be
; "trbn t inflatio -@‘12 able to manage this risk
| dénd ev I pme E for relatively effectively |
%r@}r blrc h r:j)a e osts e Market rent should also start |
/{> \% oy to reflect a degree of any
\ r/) V( sustained increase in I
/

AN\
/Ifxgé‘ HNZ Ieverage their

’“\\ algnce sheets they will be exposed
o'the risk of movements in interest
" ( j' = rates, potentially increasing its

*\'\\k ) : financing costs and leaving them

without sufficient cash flow to service
their debt

construction costs |
Given that the ¢. 2000 public
houses will sit within HNZ's
wider portfolio it should be

able to manage this risk I
relatively effectively '
Market rent should also start |
to reflect any sustained |
increase in interest rates ‘
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Investment Objective 1: Better housing choices

Appendix 5: Benefits realisation framework @ «
Total benefits of the preferred option « @

Redeveloped affordable housing  Soclal procurement - N i 6%discount: 6% discount:

Interventon logic and beneflts by

wellbelng outcome domaln $64.6m $68.9m -
Redeveloped markat housing Increased density
x Sublective Wellbelng. 3% discount: 3% discount: 3% dlscount:
Additional housing supply and 102.3m x
Housing construction 6% discount: 6% discount: 6% discount:
Porirua In the $64.6m $68.9m B
Ukalpotanga ~ Cultural uired based on
Idantity 3%discount: % discount:  3%discount:
Im 102 im =
Sodal connactions 343 #
o dppply
pressure in an area of increasing shortage Qualitatively constdered
houing stability
Enables people to be more connected to the communities in Qualitatively considered

Income and
consumption
Jobs
which they Ilve
Lelsure e B =S —————————

BRhaPLENOELD
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Investment Objective 2: Public housing is built for the needs of people now and in the future

Intervention logic and beoefits by Renewed public houslng stock that  Reduced overcrowding and Tatel Impact

wellbuing outcome domain matches tenant demand through:  underutilisation $334.9m
«  Cosmeticimpravements
*  Capital improvements Warmer and drier public housing 3% discaunt:
B suvjectiva wellosing + Strategic reconfiguration 1im $72m $617.7m
Operational benefits
Q Housing H t 6% discount: 6% discount:
$06m $3.6m $152.4m
a‘ Ukaipotanga — Cultural
Identity 3% discount: 3% discount: 3% discount:
$11m $66m $2811m
At soctal connections
@ Income and
consumption ~ 6% discount: 6% discount: 6% discount:
e Ay o1 0] rhsphrat $16.2m - $182 5m
% Jobs i d o
- St bain] 3% discount: 3% dlscount: 3% discount:
éyé) Lelsura S g it gained fram lving in 3 warmet hame and $29.8m . $336.6m
ing niore haalthy
C\I:b Heaith e 6% discount: 6% discount: 62 diseount:
Improved schaol attendance from better heaith outcomes $0.004m 50.02m .
z Improved performance at school with less disruption in the
g Knowledge and skills LR 3% discount: 3% discount: N discount:
$001m $0.04m -
Qj Safety and Cost savings % discount:  6%discount: 6% discount:
» Decreased IRRS use through improved matching of public $11m 503m
housing to tenant needs
@; v I%discount:  %discount: 3% discount:
5 $202m 306m .

£

o fleduces o soclsl Hsues
aaer to managa

v ®  Reduced electricity costs from mare energy efficient homes
Optimised housing portfoilo

Qualitatively considered
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Investment Objectives 3&4: Prosperous and resilient community and Eastern Porirua is a great place to live

ﬂml:

Intervention loglc and beneflts by Enhancement of the ares through  Enhanced amenity resuits in Total Impact discaunt:
wellbeing autcome domaln = Roads, amenity = More positive interactions 7.6m $52.1m
= Key moves/enablers = Greater ute of facilities and
e Schoollng satisfaction diseount: 3% discount:
% Sublective Wallbelng *  Soclal services *  More pride associated with
«  Sodal cohesion living In area QIS 5ia $47.4m $118.4m
= |mproved attractiveness for \5 dHzeunt: 6% discount: 6% dlscount:
Housl;
() ousins Aeduced concentration of public private Investment . $19m $516m
housing
@ Ukalpotanga - Cultural Identity More owner-occupiers in the area A I%discount:  3%discount: 3% discount:
§44m $1179m
Families havei d
- Misocial connections ’"":‘u l:"e 't"‘:":;‘: ok 6%discount:  6%discount: 6% discaunt:
opportunities to bulld networks
PP wor) mprons fitness $39m $0.4m
@ tncome and consumption L
- % dhcount: 3% discount: 3% discount:
% b Ko impraved phyvical heaith $3.0m 2 S10m
il 6%discount:  6%discount: 6% discount:
ttandance and progression to higher education $2.8m $127m
B tetsure
3% dhcount: 3% discount: AN discount,
E:}I Health $7.0m $35.7m .
Safety 6% discount: 6% discount: 6% discount:
Knowledge and skills B = Reduced incidence of crime $0.9m $32m $01m
x Subjective wallbaing I%discount:  3%discount: 3% dlscount:
2 = Subjectiva value gained from feellng safer $22m $73m $02m

&5&'&11 Communlty resllience
+  Fiom more affactive services snd butter social inteictiont.

Economic sustalnability
® ot

infrastructure to be supported

< Environmental sustalnability
‘ﬁs »  Improved environmental outzomes from more efficient houses

and better urban form

Qualltatively considered

Quallitatively considered

Qualitatively consldered
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Metrics for tracking benefits realisation from the preferred option

Investment Objective 1: Better housing choices

market Soclal procurement

Sources of measurement matrics:

1 Master Developer operational data housing flof lacal peaple mmigle
2 StatistlesNZ Number of new houses braken down by typology and price’ s
3 oliey Urban
Devalopment Quarterly Report
4. Census

5. PCCG Aesidents Satisfaction Survey
6 MBIE contruction dats

Housing stablitty
Average length of tenure by tenure type®

Mare efficlent service and infrastructura provision

Satlsfactlon with overall services and faclltles®
Satisfaction with image and reputation®
Satlsfaction with value for money®
Economlc activity
Ragional investment in construction®
A<\ A “ : — —
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Investment Objective 2: Public housing is buiit for the needs of people now and in the future

Sourees of measurement metrics: Renewed publlc housing stack Reduced avarcrowding/und
1. HNZoperational data H ar % af pubiic houses that are new or il % O ing?
2. D! Dashboard % Underutilised®
3. PCLAQuallty of Lite Survey H of required bedroom:
4 HNZ Tenant Satisfaction Survey

5. MSD Public Housing analytics

& MH event?

Physicel hesith
Spent at teast one day in hospital®

‘e
Educetion
Educational attainment®
Recorded days off schoal?
Transience?
: ; ED Safaty
# of incldents youth justice/child protection services have
been notified?
# of incidents youth justice/chlld protection services
< : involved/acted on?
@ Cost savings
Totul (RRS cost of mismatch!
@ Household residual income®
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Investment Objectives 3&4: Prosperous and resillent community and Eastern Porirua is a great place to live

Sources of melieremant metrics: Dellvery of infrastructure

1 Master Developer oparatlonal data Greenways'

2, PCCQuallty of Ufe Survey ]

3. PCCResldents Satisfaction Survey Cannans Creek Community Hub?

4. D! Dashboard Relocated/reconflgured schoals

5. Census Pedestrian/cycle bridge to city centre*

Concentration % of publlc housing by nelghbourhood?®

atleast one MH event?

Physical herlth
Qverall health?
Frequency of doing physical activity?
Prescribed dlabetes medidines or diagnosed in hospital?
Latest cohort classified as obese in before school check®

Educatien
Population of young people not in emplaymant, education
or training*

Sefety
Victim of crime reported and recorded in Police data’
Offender as recorded in Police data®

Economic affacts
Private investment in area
# of businesses (new)
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Appendix 6: Draft communications
and engagement plan
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