Elected Members Questions and Answers

Plroro Rangaranga | Social Cultural and Economic Committee meeting of 4 August 2022

The following questions were received from elected members regarding items on the
agenda for the PlGroro Rangaranga | Social Cultural and Economic Committee meeting
of 4 August 2022.

Item 3.2 City Housing sustainability: detailed CHP design and transition

1. lam concerned that the deed simplyfocusses on the primary focus of activities beingin
Wellington. This means that the CHP could simply lee running the current housing in
Wellington and expand to cheaper places like Levin or Kapiti, please can | have officers’
response to this concern?

In draftingthe Trust Deed, there is a balance to be struck between providing aflexible Deed thatis
future-proofed and enables the CHP to take advantage of future opportunities (including
opportunities for growth beyond Wellington) and providing the Council with necessary assurances
and oversightaboutthe things that it considers important. We have drafted the Deed to ensure
Wellington is a primary focus, but that the CHP is enabled to grow beyond Wellington, if it makes
sense todo that and if this whatthe Trustees decide to do. We have received strongfeedback from
other CHPs that this kind of flexibility to accommodate growth is important.

As drafted, the Deed requires the Trust to maintain a primary focus on the Wellington region and
the Trustees will be required to give effecttothis in their governance of the CHP. The CHP will have
a major focus on being the tenancy manager of the Council’s existing portfolio (in Wellington City)
and the CHP will be provided with upfront capital by the Council to enable it to develop new supply
in Wellington. The Council will be able to put conditions in the loan agreement with the CHP that
ensure thatthe upfront capital (i.e., $25m cash and $10m property) will be used by the CHP for
developmentin Wellington.

More generally on future development, the CHP will need to determine what the nature of the
housingneed and demand s (in terms of types of property, tenants, and location of property) in
orderto determine where and how it develops. Itis possible (as seen with other CHPs) that there
are housing needs beyond Wellington that it would be well placed to meet, and the Trust Deed
enablesit to do that, subjectto decisions of the Trustees. Itis important to note too thatthe CHP
will also be reliant on external sources of funding (e.g., from centralgovernment) to undertake
development—those that provide funding will want to ensure that housing developmentis
undertakenwhereitis needed. The regulator will also want to see the CHP’s strategic and business
plan to ensure it is effectively delivering on housing outcomes, including that it is meeting relevant
housing needs.

Anotherreason forkeepingthe geographical scope broad (i.e., Wellington region, as opposed to
Wellington city) is that it is betterreflective of the manawhenua partners.

2. Please provide the regulatory provisionsre a CHP not being controlled by a Council.



Registration as a CHP requires registration as a Class 1: Social Landlord (CHRA’s Performance
Standards and Guidelines). Underclause 5of the the Public and Community Housing Management
(Community Housing Provider) Regulations 2014, local authorities and CCOs cannot be registered as
Class 1 Social Landlords. The relevant eligibility criteria in the regulationsis set out below:

Eligibility criteria

5 Eligibility criteria
The eligibility criteria for registration in class 1 social landiord are as follows:
(a)  the applicant must be a communiry housing provider, and
(by  the applicant must not be—
(iy  alocal authonty: or
(it)  acouncil-controlled organisation; or

(iil)  a subsidiary of a lecal authority or council-controlled organisation unless the subsidiary is operating at
ann's length from the local authoriry or council-controlled organisation; and

{c)  the applicant’s governing body must, afrer having reviewed the performance standards, support the application
for registration; and

(dy  the authority must be satisfied, on reasonable grounds, that the applicant has the capacity to meet the
performance standards.

https://www.legislation.govt.nz/regulation/public/2014/0116/latest/DLM6013921.htmI?search=ts
act%40bill%40regulation%40deemedreg %e2%80%a2%09Public+and+Community+Housing+Manag
ement+(Community+Housing+Provider)+Regulations+2014 resel 25 a&p=1

3. Whatis the plan for current staff employed by Council in City Housing?

As part of the transition, City Housing staff will be well supported through acomprehensive
consultation, change process and plan, which will be guided by the requirements outlined in staff
employment agreements. The plan and process will be scoped upin the next couple of monthsand
will be discussed with staff to ensure everyone understands the approach that will be followed.

Staff will have several options to considerthroughout this process and will be supported by our
People and Culture team. Our assumption is that most staff will expressinterestin new roles
createdin the CHP, noting that appointment decisions will be for the Trustees and management of
the CHP to make. Staff will also be able to expressinterestin othersuitable redeployment
opportunities within Council if they don’t transition to the CHP. In the first instance, the CHP’s
Trustees will appoint the Chief Executive and senior managementforthe CHP and then that
management team will manage the appointment of all otherroles.

4. Whyis the lease proposed not a defined period?l.e., it’s 30-35 years.

The lease agreement will provide a specified end date, rather than a range (it is a range in the paper
as the lease period has not yet been confirmed). The lease could potentially include a renewal
mechanism (i.e., 30 years + 5-year renewal option forthe CHP torenew), although at this stage we
anticipate keepingit to a simple initial term only.

5. Whyis 2 years for council terminating the lease? Surely, we want to be able to do that very
quickly if settings change.

Termination of the lease is a very significant decision because it would fundamentally change the
nature and scope of the CHP’s operations. It would mean that the CHP’s operation would be scaled
back to only those properties that it may have built itself and the associated tenancy operations.
This meansiits viability from a financial perspective could be at risk if it nolonger had access to the
Council’s leased properties.
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The CHP may have entered longer-term commercial or development arrangements (e.g., loans with
externallenders) thatare reliant on the income fromthe Council’s leased portfolio. If thereis nota
reasonable level of certainty around the leasing arrangements, external parties or lenders may not
be willing to enterinto these sorts of agreements which would compromise the CHP’s ability to
deliver new housing supply. The length of termrecommended is a judgementabout whatis
reasonable, in part based on OCHT experience as they have now had six years of experience in
development.

Again, as with the Trust Deed, there is a balance to be struck here to ensure the CHP is set up to
succeed (in this case, to access fundingand enterlong-term contracts) and take advantage of
opportunities, and to provide the necessary certainty for Council.

6. Undersupport for existing tenants, why isn’t ARLS included? Can it be added?

The Affordable Rent Limit Subsidy is included in the proposed rental settings that are transferred
across to the CHP. This is referenced in paragraph 124.

7. What are 3 examples of what the tenant support fund could be used for?

The tenantsupportfund could be used on a range of initiatives to support existing tenants.
Examplesinclude providing support with general costs such as electricity, internet, contents
insurance, transport assistance, grocery vouchers. Othersupport could include a furtheror ongoing
rentfreeze, orone-off hardship grants.

8. Is the Council confidentthat bullet point one under para 134 is correct?

If we contribute towards tenants’ rentin any form, it will impact on a tenant’s MSD entitlements.
Otherways to provide supportare outlined in question 7. If the fundis used forsimilar things to
those mentioned above, these would not generally impact on benefit entitlements. There could be
some exceptions to this— for example if a person was receiving a Disability Allowance to recognise
additional electricity costs (such as if they required home dialysis), and the tenant support fund
proceeded to covertenant power costs, the disability allowance would be impacted because the
cost no longerexists. The fund will be designed in a way that support provided would not generally
impact on benefit entitlements.

9. What well-being ortenantinitiatives could be adopted under para 145?

Below are some examples of the types of support and services that CHPs provide. In some cases,
CHPs refertheirtenants to existing community services and local activities.

o Referrals of wrap-around services, such as health services, budget services, community
supportagencies (such as Age Concern) and employmentservices

e Supportwith day-to-day activities, such as setting up televisions, internet service and
arranging social activities, and practical household management

e Budgetingadvice and support, such as agreeingto savings and debt repayment goals,
accompanied by regular check-ins

e Supportand advocacy on behalf of tenants for negotiating and discussing with utilities and
otherservices

e The provision of tenant meals, with the benefit of further social contact with socially isolated
tenants

o Welfare inspections, often undertaken as part of regular property inspections.



The CHP could also continue to operate the kinds of services and support City Housing currently
runs. This includes tenant-led and community-led initiatives that promote wellbeing and community
resilience. There are currently 13 active community gardens and 40 differentactive groupsin the
community rooms. Activities include Tai Chi, dance classes, food distributions, sustainability/repair
cafe style activities, and can involve neighbours who do not live in City Housing which connects
tenantsinto the local community.

10. Is it really appropriate for further decisions to be made on this in Septembergiventhe
proximity to the local election?

The decisions in September willrelate to the more administrative and proceduralaspects of the
Trust Deed (e.g., conflicts of interest, trustee indemnity, trustee duties). They are more technical
decisions and are not expected to be controversial. There are no issues with the Council making
these sorts of decisions in September. The decisions that relate to the substantive aspects of the
Trust Deed (e.g., purpose, operational scope) are all contained in this August paper.

11. Please can we have the mayoral task force report to help inform these decisions?
Decisions onthe release of the Mayor’s Taskforce report are being made by the mayor’s office.

12. Are there any examples where a member of tenant group or tenant leaders are part of the
governance / board trust?

The major CHPs that we are aware of utilise skills-based boards without specific allocated places for
a tenantrepresentative. Neither Haumaru Housing (Auckland) or OCHT (Christchurch) have specific
reserved places fortenantrepresentatives ontheirboards.

As setoutin the paper, there will be many opportunities fortenants to ensure theirvoice is heard.
This is an area of specific consideration in the Community Housing Regulatory Authority (CHRA)
registration process, which requires a CHP to demonstrate that it has policies in place to be
transparent and responsive to tenants. This includes requiring specific policies regarding tenant
participation/engagement, managing complaints/appeals, and the measurement of tenant
satisfaction.

CHPs are also required to have a tenant participation policy to ensure tenants can have input into
decisions that affect them —this policy could include a number of possible things (e.g. atenant
advisory group that could provide advice to the Board, tenant community meetings, tenant
participation in key projects).

13. What is a way we can make sure tenants’ needs are betterinforming board of trustees?

There are a number of ways in which the CHP will ensure tenants’ needs and perspectives are well
considered. The CHP is required to have processes in place to enable the tenantsto hold the CHP to
account for performance and to participate in decisions that affectthem. The CHP will be required
to have a tenant complaints process, a tenantfeedback process, and atenant participation policy.
CHRA will review these policies as part of the registration process and annual monitoring. Examples
of whatthe tenant participation policy may include are in the question above.

All the ways that tenants currently engage with City Housing will be in place in the CHP contextas
well, to ensure tenants remain well connected to the CHP managementand, through them, to the
governance. Current mechanismsinclude tenancy advisers who are a tenant’s single point of



contact for all needs, tenancy advisor offices which are ‘drop in’ points for tenants, a contact centre
which handles general queries, management attendance at tenant community events, and anew
tenancy management system which will have a tenant portal that will supportimproved
communication and engagement with tenancy advisors.

14. Underwhat process will council monitor the CHP performance?
15. How will council keep the relationship with the CHP at a high level? Like we are trying to build
and maintain with the CCO's?

There will be a number of aspects to the CHP’s monitoring framework, including:

e Oversightbythe regulator (CHRA), which will include annual monitoring against the
performance standards and reporting at any othertime that the regulatorrequests

e As a Council Organisation, the Council will be required to undertake performance monitoring
to determine thatthe CHP is delivering on the objectives that the Council is seeking

e As part of the transition planning, the Council will put in place a new relationship
managementframework forthe CHP, to ensure the CHP and the Council have a good day-to-
day workingrelationship and that the Council can undertake the appropriate monitoring of
the CHP. This relationship managementapproach may have some similarities to that taken
with CCOs (e.g., a council relationship liaison role), while recognising the differences that
existbetween CCOs and the CHP (i.e., that the CHP is not council controlled and must
operate at arm’s length from the Council).

16. Is the recommended capital enough? What process have we undertaken any financial analysis
tor modelling to understand what type of support our tenants not on IRRS are going to need?
And for how long?

As indicated in the paper, the current rental settings and recent decisions by Council (e.g., ARLand
rentfreeze) are maintaining relatively affordable rentlevels. Inaddition to transferring the existing
rental settings across to the CHP, the paperrecommends providing the CHP with a fund (of up to
$10m) to enable it to provide furthersupport to existingtenants. Should it choose to do soin the
future, the Council could make further contributions to the tenantfund and/orreview the rental
settings with the CHP (noting that any costs associated with changes to rental settings would need to
be met by the Council).

17. If we raise the debtfrom the LGFA - what impact will this have on our debtto revenue levels
and rates?

All the debtrequired forthe CHP funding (e.g., HUP2 borrowing) is included in the Long-term Plan
amendmentsois already included in the debt to revenue ratio. If we raise the finance through
sustainable funding, it is possible that there will be a benefit of five basis points (0.05%) relative to
our currentfunding, as well as the broadersocial benefits that could be achieved by raising finance
through this source.

18. Have we done any analysis to understand that rather than borrowing for upgrades that we are
betterto investin rebuilds?

As part of HUP2 planning, we are actively considering the value of upgrade vs. rebuild on HUP2
properties. We have requested updated seismicassessments and concept refurbishment designs



which will inform this decision making. For each of the HUP2 sites, we have asked the architectural
firms to design all options, from straight refurbishment, through to demo and rebuild with increased
supply. Once all documentation has beenreceived, the HUP2 programme can then be finalised into
a detailed business case, including recommendations for refurbishment vs new build for each site.

19. Are there any other rent systems we could investigate in our rental policy that we've
investigated that could replace setting the rates on a market rent model? This model has been
very challenging for our tenants

20. What would be the benefits/ risks for council to review its rental policy first and then advise
the trust to adopt the updated rental policy?

We have previously considered changes to the rent setting policy; however, it was difficult to find
changesto the policy that would improve the settings for tenants, without incurring significant
additional costs for Council or requiring some tenants to pay more in order forothertenantsto
receive a reductionin rent.

As identified in the paper, the currentrental settings and recent decisions by the Council (e.g.,
promotion of ARL and current year’s rent freeze) and recent lifts in benefit levels and living wage are
maintaining relatively affordable rentlevels. On this basis the paperrecommendsthatthese
settings are transferred across to the CHP and that the CHP and Council are enabled to jointly review
the rental policy settingsin orderto ensure they remain appropriate for both tenantsand the
Council overtime.

The current rental policy settings have been assumed in the LTP amendment—any changes to rental
settings that resultin reduced rents will increase the costs for Council (because the Councilis
fundingthe operating shortfall created by current rental settings) and have not been factoredinto
LTP budgets.

21. Have we done any work to assess the need of groups for example those on the superwho
haven'tbeen able to qualify for Rental subsidy support? If not, can we do this? The purpose
would be to better advise the CHP sooner so they can allocate the Subsidy with faster
understanding of tenants needs. If not, how are you assuming the Trust will come up to speed
with tenants needs and how to support them?

The CHP will continue to have tenancy advisers and staff who will work closely with tenants, inthe
same way that City Housing staff do now, to understand their needs and the best way to offer
support. It will also be required to have strong policies for tenant participation to ensure thatthe
tenantvoice is heard and that tenants can participated in decisionsthat affect them.

22. How will council staff from the city housing team being supported through this process?

As part of the transition, City Housing staff will be well supported through acomprehensive
consultation and change process and plan, which will be guided by the requirements outlined in staff
employmentagreements. The plan and process will be scoped upin the next couple of months and
will be discussed with staff to ensure everyone understands the approach that will be followed.

Staff will have a number of options forthemto considerthroughout this process and will be
supported by our People and Culture team. Our assumption is that the majority of staff will express
interestin new roles created in the CHP, noting that appointment decisions will be forthe Trustees



and management of the CHP to make. Staff will also be able to expressinterestin othersuitable
redeployment opportunities within Council if they don’t transition to the CHP. In the first instance,
the CHP’s Trustees will appoint the Chief Executive and senior management forthe CHP and then
that managementteam will manage the appointment of all otherroles.

23. Is the purpose of the trust clear enough that we are wanting to support the trust and monitor
the opportunity to be able to build more housing?

Yes, the Trust Deed s clear that the Trust is intended or enabled to provide different kinds of
housing (e.g., social, affordable). There are otheraspects of the CHP design which also emphasise
the focus on building more housing. E.g., the upfront capital that is being provided to the CHP to
enable it to build new supply, and the ability of the CHP toretain a portion of its revenue to build up
a surplus to use to add to supply.

The purposes of the Trust set outin the Trust Deed are limited to those activities to be undertaken
by the Trust and do not provide for monitoring by the Council. However, the Council will have
oversight of, and will be able to monitor, the Trust through its council-appointed trustees, and it will
have monitoring rights in the lease agreement, loan arrangement and any other contractual
arrangements between Counciland the Trust. This will allow the Council to monitor the
opportunity to be able to build more housing, forexample.

24. Have we understood how the 80% of the surplus will impact the CHP to be able to achieve
building more housing? Can Council loan to the trust to achieve this?

25. Whyare we recommending 80% of operating surplus comes back to council rather than 50%
for example? What will the benefits / risks to each party of this be?

The design of the lease mechanismis to ensure thatthe CHP can always coverits costs and that
additional revenue earned underthe CHP model(i.e., through the receipt of IRRS) is shared and used
appropriately. The proportionate share of surplus between the maintenancefund/Counciland the
CHP is a trade-off between:
a) providing the CHP with potential financial resources toinvestin new supply and other
initiatives and
b) transferring money into the maintenance fund forinvestmentin the leased properties and
WCC’srecovery of HUP2 spending.

As the ongoing owner of the properties, the Council will still have costs associated with the portfolio
that needto be covered fromthe surplus share.

The CHP’s 20% surplus share plus the $35m of upfront capital will provide the CHP with an estimated
S50m over 10 yearsto investin new supply.

Underthe lease paymentarrangement, the CHP first covers its costs from the rentreceived, sothere
is limited risk to the CHP in changing the surplus sharing arrangement because it always meets its
operating costs. The risk to WCC if a greatershare is retained by the CHP is that there is insufficient
money in the fund to maintain the properties and/orrecover HUP2 costs. We needtoensure
sufficient funding flows into the fund to ensure properties are well maintained. The 80% is also
aligned with OCHT’s arrangements.

26. The better of funding paper only recommends $6.2 million? but says that initial estimates are
$10 mil. What is the clear advice officeradvice?



Please see the answerto question 6 underthe Better Off Funding section below. The Council is able
to determine how much s available for the tenantfund, depending on the decisions it makes about
funding other projects. The benefit of a tenantsupportfundis that the Council can fund it to the
levelthat it choosesand can afford alongside other priorities. If the Council choosesto make
additional contributions to the tenantfund with Tranche 2 funding, it can do that as well.

27. please can we understand more about the workings of how officers arrived at $10 million, so
we don'thave any unintended consequences?

Please see above answerto question 26.

28. While we understand that the trust is incentivised to gain an income, how do we make sure
the purpose and objective settings right to achieve and focus on tenant well-being?

29. Have any other councils/ CHP’s have this on their purpose and objectives?

The Trust’s purpose and objectives are the things that will guide its decision making and activities.

The paper setsouta recommended set of purposes forthe Trust that are strongly focusedona

range of housing provision (e.g., publicand affordable housing) to meetthe needs of arange of

potentialtenants, as well as the provision of other, associated housing services which will enable the

CHP to provide othersupport services that promote tenant wellbeing, should it choose to do that.

In addition to its purposesin the Trust Deed, the CHP will be required to meet regulatory standards,
including developing a tenant participation policy that ensures tenants voices are heard and tenants
can be involvedin decisions that affect them.

Between the regulatory requirements and the CHP’s governing documents, it will have a strong
focus on tenantwellbeing.

In comparison to other CHPs, as noted above, the Trust’s proposed charitable purposes covera
widerclass of tenants (i.e., those who qualify for community housing, social housing, public housing
and/or affordable housing) and includes a non-exhaustive list of activities that the Trust may
undertake forsuch tenants’ benefit.

30. What are the drawbacks of defining such a wide set of purposesfor the CHP? e.g., Might the
CHP become more focused on other activities rather than the primary aim to provide
additional social housing?

31. What are the drawbacks of defining the geographic area as the Wellington region ratherthan
Wellington city for the operation of the CHP? e.g., Might more new homes be built on cheaper
land further from the city rather than providing affordable and social housing within the city?

In drafting the Trust Deed, there is a balance to be struck between providing aflexible Deed thatis
future-proofed and enables the CHP to take advantage of future opportunities (including
opportunities for growth) and providing the Council with necessary assurances and oversight about
the things that it considers important.

We have drafted the Deed to ensure the CHP has the flexibility to provide a range of differentkinds
of housing and housing services, should it choose to do so, as well as giving it the flexibility to grow
beyond Wellington, if there are good opportunities to do that. These settingsjustenable the CHP to
undertake these activities; they are not required to do all the activities in the non-exhaustive list.



We have received strong feedback from other CHPs that this kind of flexibility to accommodate
growthis important. Pleasereferto question1above.

CHP Trustees would still need to develop an appropriate strategic and business plan which needs to
be providedto the regulator and the regulator would need to be confident that any activity beyond
the core activity of providing social housing did not detract from the CHP’s ability to operate
effectively as a social housing provider. Inthe case of supportservices, the regulatoris likely to want
to see appropriate organisational separation between the housingand support servicesto ensure
the housing provision is not negatively affected.

As drafted, the Deed requires the Trust to maintain a primary focus on the Wellington region and
the Trustees will be required to give effectto this in their governance of the CHP. The CHP will have
a major focus on being the tenancy manager of the Council’s existing portfolio and the CHP will be
provided with upfront capital by the Council to enable it to develop new supply in Wellington. The
Council will be able to put conditionsin the loan agreementto ensure that the upfront capital (i.e.,
cash and property) will be used by the CHP for developmentin Wellington.

More generally on future development, the CHP will need to determine what the nature of the
housing need s (in terms of types of property, tenants, and location of property) in order to
determine where and how it develops. Itis possible (as seen with other CHPs) that there are
housing needs beyond Wellington that it would be well placed to meet, and the Trust Deed enables
it to dothat, subjectto decisions of the Trustees. Itis importantto note too that the CHP will also
be reliant on externalsources of funding (e.g., from centralgovernment) to undertake development
—those that provide funding will want to ensure that housing developmentis undertaken where itis
needed. The regulatorwill also want to see the CHP’s strategic and business planto ensure it is
effectively delivering on housing outcomes, including that it is meeting relevant housing needs.

32. Who will approve the skills matrix? Will itbe binding and where will it be codified?
33. Are there some skills that are essential forthe board and must always be present? How are
these identified separately from the wide variety of skills that might be desirable?

The skills requirements willbe included in the Trust Deed so they will be codifiedin the core
governing document. Anyone appointing Trustees (e.g., Council, manawhenua, Board
appointments panel) will be required to have regard to the necessary skills and ensure it is satisfied
that a candidate possessesrelevantskillsand experience. Appointing parties will need to consider
the overall composition of Board member skills when making their appointments —it will notbe
necessary forevery Board memberto meetall the skills requirements (enabling flexibility to appoint
candidates with particular expertise wherethere are “skills gaps” on the existing Board). The
regulatory requirements set out the generalskills that the regulator expects would be presentand
these largely align with the performance standards thatthe CHP is monitored against.

34. Will board appointments be made by a majority or unanimous decision of the appointment
panel?

The default position is that board appointments will be made by the Board appointments panelby
majority vote, not unanimous decision (unless otherwise specified in the Trust Deed). Furtheradvice
to the Council in September will consider the decision-making thresholds for various kinds of Trustee
decisions.

35. Who will make the decisionto appoint the interim Chair? Will the interim Chair be
independent, ie not a council staff member or councillor?



Practically the Council will needto appointthe interim Chair. We will provide recommendationsto
the Council for the interim chair and will engage the services of externalgovernance expertsto
supportthe search foran interim chair for recommendation to the Council. Itis likely that the
recommendation to the Council will be an individual who is not a staff memberor elected member.

Once the remaining Board members are recruited/appointed, the Board will vote on who the
ongoing Chair will be. Itis important to note that the individual who is the interim chair will stay on
as a council-appointed trustee on the Board.

36. Who will be the members of the initial Appointment Panel? The interim Chair, the mana
whenua trustee/s, and two independent governance experts appointed by those 2 or 3
people?

The members of the initial panelwill be as listed in the paper— this will be the interim Chair, one
mana whenuatrustee, one “othertrustee” who will be appointed by the initial trustees, and two
independent experts (appointed by the three existing members of the Board appointments panel).
Initially the “one othertrustee” could be a council appointed trustee but once there is a majority of
independent trustees on the Board following appointment of independent trustees by the Board
appointments panel, this “othertrustee” mustbe an independent trustee.

37. Wouldiwi partners want aright to accept the transfer of assets if Council refused?

If the CHP was wound up, the Trustees could distribute the assets to any party which would continue
to use the assetsin accordance with the Trust’s purposes as set out in the Deed. This could include
iwi partners.

38. Can we please see a new version of Figure 3 that separates out revenue and costs associated
with WCC owned assets from revenue and costs associated with CHP owned assets? The
current version makes it difficult to see how “the CHP keeps all revenue (and incurs any costs)
associated with propertiesit owns” as setout inthe bullet pointabove Figure 3.
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related to leased portfolio by increasing Lease
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39. How would any charitable donations be treated through the calculation of the Council Lease
Payment?

Charitable donations would be considered “otherrevenue” received by the CHP and so would not be
part of the calculation of the lease payment. The lease paymentis calculated off the revenue and
costs associated with the leased properties only.

40. What protections will be in place to prevent WCC to withdrawing funds from the ring-fence for
major maintenance in future, given that there are specific provisions to allow WCCto do
exactly that via HUP2 cost recovery (as set out in paras 91 and 92)?

41. At what pointwould it be financially prudent to withdraw funds from the ring-fence for major
maintenance for HUP2 cost recovery?

There are two main ways in which the withdrawals from the fund will be controlled. Firstly, the CHP
and Council will need to agree an asset management strategy and budget which will determine the
costs of major maintenance that will needto be met out of the fund. The fund mustensureiit is
always able to meetthese ongoing costs of asset ownership (and otherrelevant costs e.g.
insurance).

Secondly, the lease agreement (or some otherappropriate document) will set out the principles by
which any permitted withdrawal can be made fromthe fund (e.g. for HUP2 costrecovery).
Withdrawals will not be permitted unless all the necessary costs can be met out of the fund and the
sustainability of the fund will notbe compromised (i.e. any recovery of HUP2 costs will be the last
call on the fund). Any decision on withdrawal will also need to consider other potential uses of the
fundinge.g. investingin new housing supply. Giventhe significant costs of asset management, itis
likely to be sometime before the Council could withdraw funds for cost recovery but this will be
considered further as part of ongoingfinancial modelling work undertaken during the transition.

42, What are the financial estimates for financial transfers (costs/revenues etc) from WCC to the
CHP, from the CHP to the major maintenance fund, and from the major maintenance fundto
WCC over the next 20 years? If not currently available, when will this information be
available?

The LTP amendmentincludes current/initial modelling on the flow of revenue and costs to the CHP
and the fund, based on core assumptions made and setout in the LTP amendment documentation.
As part of the transition, we are undertaken further modelling work and expect this would be
available by stage 2 of the transition.

43. Whydo officers recommend a review within 2 years? What are the downsidesin holdinga
review that soon after the establishment of the CHP?

The review is relatively narrow in scope — just covering the components of the lease mechanismto
be sure they are not creating any unintended consequences for eitherthe CHP or the

Council. Towards the end of this period, we will also have more certainty about the government’s
long-term funding and any implications forthe CHP and the ring-fenced fund. While it is relatively
early, we think this is an appropriate timeframe to adopt, given the ongoing work on funding, and as
long as the review remains narrow in scope.

44. Has the Affordable Rent Limit Subsidy, as the Council appliesit, always included the
Accommodation Supplementas a form of income?
a. How many tenants would be eligible for this subsidy if the Accommodation
Supplementwasn’tincluded as a form of income compared to the status quo?



b. Howmany eligible tenants are currently accessing the ARLS?
c. What is the administrative burden of applying the ARLS? How many FTE's are
dedicated to processing and investigating this subsidy? Is it significant?

ARL does notinclude the Accommodation Supplementas a form of income. ARLis calculated as
below. If Net Rent divided by Household Income is greater than 35%, then the value above 35% will
be met by ARL, where Net Rent = Current Rent— eligible value of AS.

Total household income

Wages / Benefit $
Family Assistance / Working for Families $
Disability allowance N/A
Temporary Additional Support (TAS) N/A
Total net income A|S

Rent less Accommodation Supplement
$

Weekly rent
Minus any Accommodation Supplements(s) | - $
Total net rent B $

Rent to Income ratio
Calculate total B divided by total A
Must be more than 35% to continue | %

We estimated 348 extratenancies were eligible to receive ARLand contacted each one of these
tenants to advise they may be eligible. Currently 73 tenancies are receiving ARL which is just over
20% of all eligible tenancies. Please note some tenants who are eligible choose notto apply due if
the amounttheyreceive is very small and/orthey do not want to update MSD to advise they are
receiving this subsidy.

We simplified the ARL application which makes it easierfor our tenants and staff and now have the
whole team of 12 tenancy advisors trained in the process, instead of 3 previously. We are not
monitoring how time is spent on administering ARL as these applications just form part of daily
duties now. We advise tenants it can take up to two weeks, but most applications are turned around
(as long as we have everything needed) much fasterthan this.

45, Privatisation and ownership of housing - what measures are, or could be, in place to protect
publicownership of social housing?

The Council is retaining ownership of the housing assets (and leasing these to the CHP) so the public
ownership of social housing assets is retained underthis CHP model.

The CHP is being set up as a community housing trust, which will be registered as a charity, and as
discussed in previous council papers, one of the advantages of a trust modelis that ownership
shares cannot be sold/transferred as they could be if the CHP was setup as a limited partnership or
company. The Council will hold a number of trustee positions on the trust so will retain
representation atthe governance level.

46. What are the total administrative costs of settingup the CHP?



The establishment costs of the CHP are expected to be approximately $2m, spread overthe 2022/23
and 2023/24 financial years. These costs have beenincludedin the LTP amendment.

47. Where inthe Government’s Budget 2022 can we find the provisions for IRRS for new tenants
under a CHP? Nobody | know can find the actual provisions for this within the budgetincluding
tenants who have contacted Grant Robertson’s office

Our understanding, based on advice from HUD, is that the funding for WCC is contained within the
broader allocation/appropriation of funding for IRRS funding for public housing.

48. What assurances do you have that new tenant will get IRRS beyond two years? What happens
if we take on the most high needs tenants and then are not able to access the subsidy beyond
those two years? Is there a contingency plan?

Currently the government has agreed to fund 380 IRRS places, which build up on a turnover basis
overatwo-yearperiod. The government has also committed to continue to work closely with the
Council on longer-term funding arrangements.

This is a very similar funding approach to what has been taken with other CHPs at their
establishment. Additionally, all CHPs work closely with the government on theirongoing funding
requirements as their place’s turnover— otherthan for development of new housing supply, CHPs
do nottypically have long-term funding agreements with the government. Ratherthey work closely
with MSDto secure funding as they take tenants off the MSD waitlist and place them in housing.

49. Howin depth have your conversations with mana whenua been about theirinvolvementin
social housing provisionin Wellington? Has there been consideration about whetherthey
might want to directly manage some social housing, e.g., Ngati Toa and Te Ahuru Méwai?

We have had initial conversations with mana whenuaabouttheirinvolvementinthe CHP — these
conversations have been positive and will be ongoing. We have identified thatthere are a range of
partnership opportunitiesinthe CHP’s establishment, includingin governance, service delivery
and/orhousing developmentand manawhenuaare interested in exploring these further given our
sharedinterestsin improving access to and supply of affordable housing. We will provide a further
update to the Council in September once these conversations are further progressed.

50. Can Council retain rent-setting powers?

We are proposingin this paperthat the Council determinesthe rentalterms on which the existing
tenants will transfer overtothe CHP and sets these outin the lease agreement. We are also
proposingthat any change to those rentalterms must be jointly considered and decided by the
Council and the CHP. This meansthe Council would be involved in any changes to rental settings for
currenttenants (subjecttoit being willing to meetthe costs associated with any changes).

51. If we removed the market rent structure and did a blanketincome-related rent structure for
all of our existing tenants, how many tenants would be better off? Would this significantly
disadvantage a portion of tenants?

The number of tenants that would be better off and worse off would depend on the levelat which
the income-related rentwas set. Any significant change tothe rental policy settings would likely
involve significant cost that the Council would need to meet (given the Council is funding the
operating shortfall from the existing rental policies through the transition period) and this is not
includedin the LTP amendmentthe Council recently adopted.



52. Can we retain ownership oversome of our portfolioin order to house people whowon't be
prioritised underthe MDS/IRRS criteria?

As indicated in question 45, the Council retains ownership of the portfolio underthe CHP’s
establishment—the portfoliois beingleased to the CHP to enable it to run the housing service.

The Council has already taken the decision on the LTP amendmentto transferthe operation of the
full housing service to the CHP — it did not include any social housing activity being delivered by the
Council. This decision has gone through a full community consultation process and full audit
assessment, and we would strongly advise against making any changes given the decision has been
taken. Retaining a portion of the service within Council would create significant inefficiencies as we
would need to duplicate tenancy management services. Any part of the service remaining within
council would also remain financially unsustainable and the Council would need to resolve how this
deficit would be funded.

It is important to note that the trust deed enables the CHP to provide a range of different kinds of
housing for a range of differenttenants—this means it can provide social housing for tenants off the
government’s housing register and also affordable housing for othertypes of tenants who may not
meetthe MSD/IRRS criteria. The CHP is not required tofill all its housing with public housing/MSD
tenants. Ratherit determines whatthe housingneedsare inthe community and then can provide
housingaccordingly.

53. Can we do arent freeze until existing tenants get access to IRRS?

There is no indication from the government that existing tenants will get access to IRRS. This has
beenanissue the Council has advocated to central governmentonforseveralyearsand thereis no
indication that the government’s position on this will change.

Freezingrent until the existingtenants receive IRRS would add significant cost and make the
transition to a sustainable CHP more difficult than it will already be. The Council has already agreed
to freeze rent untilSeptember 2023 which will provide furtherrent relief for tenants for the next
year.

Item 3.3 Better Off Funding application

1. What projects were considered but not included in the recommendations?

A long list of projects/initiatives were considered including the funding of budget overruns for
Wellington Water, scale up/acceleration of electric vehicle fleet replacements, Central Library
building strengthening, Town Hall strengthening, acceleration of healthy homes upgrade, and
putting some money towards cycleways or pocket parks.

The majority of the projects considered were an acceleration or bringing forward of LTP spending
fromyears 3/4.

2. Isitreallyappropriate to apply at this stage given the money is still available after the local
election?

Tranche 1 of the Better Off Fundingis available to apply for up until 30 September 2022 (witha

period of 6 weeks required ahead of that date forthe application and negotiation process). Any

funding not applied for before this cut-off date will be held over until July 2024 where it would be

foldedinto Tranche 2.



3. Has the Council applied to the Affordable Housing fund for Johnsonville wastewaterupgrade?

The Affordable Housing Fund is still at an early stage with Expressions of Interest closing 24 August
and Requests for Proposals closing in January 2023 (for projects selected through the EOl stage) with
funding decisions later in 2023. WCC’s Housing Developmentteamintends to submitan application
for Johnsonville.

4. Can we have more understanding of the funding for community engagement on Climate

change?
Description Value Comments LTP Budget Ideal budget Difference
FY23/FY24 FY23/FY24
Climate Action Campaign Climate action education This projectis Creates the link between Mentioned in the NERP $800,000 $3,000,000  $2,200,000
part of the regional emissions “there’s a climate emergency  but not funded, cost
reduction work and we are lookingat  and | feel anxious about that” estimate for a national
how we coordinate across the region to to "l know the system is being campaign would be
reinforce messaging. shifted, and | have more $30m-$40m per year.
options to take climate action"
Community-led Facilitating community-led processes to Scaling up our planned level of Makara Beach cost $250k $100,000 $1,000,000 $900,000
adaptation planning develop neighborhood scale dynamic  activity would enable us to run Owhiro Bay cost $10k
adaptive pathways (as per workshop ~ engagements with more The South Dunedin
with Councillors 9/8/22) communities in a shorter Futures project costs are
Costs cover facilitation and the timeframe $1.4m for that one
technical feasibility, ecological impacts, location over the same
economic costs, and social/cultural time period.
impacts of potential pathway elements.
City activation - forums  To facilitate information sharing, Stimluates more climate action Deliverable is a co- $700,000 n/a
and events problem solving, and climate action from large emitting sectors/ designed City Climate
urgently and at scale across the City, in  organisations to help the City  Action Plan to shift the
partnership with universities, NFPs, meet it's 2030 reduction target systems within which our
mana whenua, SMEs and large residents are able to act
businesses/ organisations
Community-led climate  To work through place-placed Creates ownership of the Costs are for delivering $120,000 $800,000 $680,000
action forums reduction actions designed by required lifestyle shifts, and facilitated planning
communities for themselves. bespoke solutions unique to  sessions in local
the circumstances of specific  neighbourhoods or with
groups/neighbourhoods specific groups
Behaviour change to Funds FTE and initiatives that supports Achieves greater levels of We have funding for BAU $1,000,000 $2,000,000 $1,000,000
support the Bike Network people to shift their behaviour to new mode shift towards more behaviour change ($1m
Plan street layouts sustainable forms of transport over two years). The
than investment in SSBC for LGWM TDM is
infrastructure alone ~$6m.
Totals $2,720,000 $6,800,000  $4,780,000
Total potential funding request  $4,780,000
Proposed Better Off funding request  $3,000,000

Climate action community engagement funded seperately to Te Atakura

The Bloomberg Global
Mayor’s Challenge
USDS$1million prize

This prize money is for a three-year
period commencing 1 July 2022 to
design and build a tool that leverages
our Digital City Model to communicate

Enables audiences to more

easily understand the impacts

of climate change and the
complexity of potential

This funding is tied to the USD$1m N/A
digital twin and must be
used for climate

adaptation under the

conditions of the
challenge award.

the complexities of climate impacts and
adaptation planning to Wellingtonians
in an accessible way.

responses.
Connects matauranga Maori,
city planning, climate science
and community values with
Council decision-making
processes.

5. Howwas this budgeted for in the LTP full allocation for Te Atakura?
See above in question 4.
6. Whyare officers notrecommending the full $10 million to Council tenants?

Advice received from the DIA relating to the application for Tranche 1 outlined a strategy of selecting
a small number of eligible projectsforthe application process. This provides Council with the
opportunity to spread the funding and provide flexibility within the application processto ensure all
funding can be allocated and spentin an administratively efficient manner. This also allows for
flexibility in the eventthatthe DIA rejects one/some of the projects should they not meetthe



criteria to theirsatisfaction. Should there be a desire to add more of the fundingto the tenantfund,
this could be provided from Tranche 2 of the fundingin 2024 or if one of the other projects was not
selected.

A decision for the Tranche 2 funding will be made in 2024 as this fundingis notyetavailable.

7. How did we spend the allocation of the $1 million we won for the Bloomberg
challenge?

The Bloomberg Global Mayor’s Challenge USDS1million prize money is for a three-year period
commencing 1 July 2022 to design and build a tool that leverages our Digital City Modelto
communicate the complexities of climate impacts and adaptation planningin an accessible way. Due
to its accessible and interactive nature it will enable audiences to more easily understand the
impacts of climate change and the complexity of potentialresponses. It will connect matauranga
Maori, city planning, climate science and community values with Council decision-making processes.
It will allow communities to co-create community climate adaptation actions by exchanging
information and ideas with the Council. This will allow for critical and coordinated adaptation
decisions to be made in line with community priorities. The agreementon how to spend this money
is still being completed, however, it must be spent on the digital twin already developed and be used
for climate adaptation underthe conditions of the challenge award.

8. Regarding the $3 million proposed for “Climate action focused community engagement” can
we please have more information about each of the four projectsidentifiedinpara45 and a
funding breakdown for each? When were they scheduled to be delivered and when will they
be delivered if Better Off fundingis received?

See above the answerto question 4.

All fourinitiatives are already being delivered. Forthree of the four, this funding application would
scale up the level of activity to achieve greaterimpact. For community-led adaptation planning, this
would pull forward work from future years into the nexttwo years. Note that this fundingis for FY23
(thisfinancial year) and FY24 (next financial year).

9. Para 46(c) identifies several investments that the behaviour change projects are designed to
leverage. Which of these investments are scheduled to be completed priorto the behaviour
change project? What are the advantages to delivering behaviour change efforts prior to this
infrastructure beingin place?

Behaviour change initiatives to create mode shift to lower carbon transport options need to be
plannedin advance of infrastructure delivery, and delivered just before, during and afterthe
infrastructure is put into place. We have already started delivering the Bike Network Plan with the
risk that we lose opportunities to leverage the shiftin the system into changesin individual
behaviour.

In terms of the overallvalue of this kind of activity to reduce emissions:

e Researchreleasedin March this year from Leeds University has identified six shifts that
individuals could make that could account for a quarter of the emissions reductions required to
keep global heatingdown to 1.5C. In otherwords, being very clear with citizens on what shifts
they can make in theirlifestylesis a powerfullever.



https://www.theguardian.com/environment/2022/mar/07/six-key-lifestyle-changes-can-help-
avert-the-climate-crisis-study-finds

e Thelatest IPCCreport strongly recommends work by governments on behaviour change, saying
that the effort needs to move from developing technical solutions (which we’ve done agood job
of, there are now lots of potential solutions) to the work of getting people to change their
behaviourand make different choices (ie take up the solutions). As summarised in this ING
article https://think.ing.com/articles/ipcc-report-calls-for-urgent-behavioural-change-and-
carbon-removal-technologies

Behavioural change has the potential to reduce global emissions by 40-70% by 2050.

e Changesin lifestyle must happen at the systemiclevelacross all aspects of society. That
includes, but is not limited to, increased recycling, reduced air travel, lower meat
consumption, and turning down thermostats, among other day to day changes.

o Demand-side solutions need to be backed by motivation and capacity, and social equity
will enhance both. Motivation to behaviouralchange needsto be considered underthe
specific contexts of socioeconomics, awareness, perceived risk, etc. Impartial governance,
fair treatmentacross genders, and income equity will strengthen an economy's capacity to
mitigate climate change.

10. Can we get more information about the work involved and a cost breakdown of this proposal
into projects or streams of work? The email we received from our Chief Infrastructure Officer
identifies “the next stages of our investigation will include field trial pilots, the development of
detailed requirements to inform future procurementdecisions, and development of a business
case.” For example, what would be involvedin field trial pilots and what are they estimated to
cost, etc?

Below is a consolidated view of costs based on individual workstreams/projects for the Better Off
Fundingbid. The total programme costis approximately S4m.

Workstream 1: Enabling workstream - defining data models, system requirements, policy & process
change. This includes changes to council functions to getthe most from a federated asset register.

Cost: $510k

Workstream 2: Technology Development - building the core technology through which asset data
will be federated and shared with the sector

Cost: $1.1m (plus $144k annually)

Sub-project: Supporting internal change for WCC - this includes access and training, aligning
technology and systems, behaviour change support, internallegal and SME overheads

Cost: $740k

Sub-project: Supporting technology and change roll-out to sector - this includes resourcinga team
to supportthe widerindustry with training and change management. This assumesthatthe
programme is resourced to on-board all sector participants and their network/asset data.

Cost: $900k

Sub-project: Technology enhancements - this allows enhancement to core technology to provide
improved systems integration (with corridor management), better notifications and integration of
contextualgeospatial data.


https://www.theguardian.com/environment/2022/mar/07/six-key-lifestyle-changes-can-help-avert-the-climate-crisis-study-finds
https://www.theguardian.com/environment/2022/mar/07/six-key-lifestyle-changes-can-help-avert-the-climate-crisis-study-finds
https://think.ing.com/articles/ipcc-report-calls-for-urgent-behavioural-change-and-carbon-removal-technologies
https://think.ing.com/articles/ipcc-report-calls-for-urgent-behavioural-change-and-carbon-removal-technologies

Cost: $750k
Total programme cost (all of the above): S4m

The cost of the pilot has beenfactoredinto this year's budget and is outside of this fundingrequest -
we are still in the process of negotiating the contract forthis, so it is commercially sensitive.
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