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Purpose 
1. This briefing seeks your agreement to targeted changes to KiwiBuild settings to 

support its wind down, and reduce the costs and risks associated with managing 
legacy KiwiBuild underwrites. 

2. We recommend that you read this briefing in conjunction with the related paper – 
Establishing a general underwrite to maintain housing construction – implementation 
update [HUD2024-005126].   

Executive Summary 
3. Cabinet has agreed to end the KiwiBuild Programme and Build Ready Development 

Pathway and move to a general underwriting programme to mitigate the current 
downturn in residential construction [ECO-24-MIN-0121 refers].  

4. Kāinga Ora currently manages legacy underwrites for 998 homes, with a total 
theoretical underwrite risk exposure of $537 million. Actual expenditure is forecast to 
be well below this, and within the available appropriation of $210.618 million. 
However, current market conditions are increasing the risk of underwrites being 
triggered, with 30 percent of developments being considered “high risk.”  

5. We therefore recommend targeted policy and operational changes to reduce the risk 
of underwrites being triggered and associated costs to the Crown.   

a. Remove KiwiBuild buyer restrictions for both developers (when selling 
homes) and Kāinga Ora (where they acquire and on-sell homes). This will allow 
homes to be sold to a broader buyer pool, reducing the risk that underwrites are 
triggered.  

b. Remove KiwiBuild Price caps for homes that do not have a presale 
commitment from a purchaser. This will allow developers to recoup increased 
construction costs that have adversely impacted commercial viability, but only 
to the extent that the market is prepared to pay more.     

c. Remove minimum occupancy requirements for purchasers (currently one 
year for one bedroom properties and three years for others) to reduce the cost 
of monitoring compliance and processing requests for waivers.  

d. Allow homes to be sold at a loss where the cost of holding the properties 
until house prices recover exceeds the cost of selling the homes immediately, 
provided losses are capped within the available funding for write downs/holding 
costs (currently $7.6 million). This will allow homes acquired to be on sold as 
soon as practicable. 

6. These setting changes will also make the KiwiBuild legacy underwrites more 
consistent with the general underwrite and reduce the operational and administrative 
costs of managing the legacy underwrites (including processing ad hoc requests for 
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12. The short-term downturn in residential investment forecasted supports the case for a
general underwrite to maintain construction activity over the coming year, noting these
homes will likely be completed against the backdrop of rising prices (reducing the
underwriting risk). However, the downwards revision in short term house price
expectations increases the risk of some existing KiwiBuild underwrites agreed at the
market peak being triggered over coming months. It will also make it harder to on-sell
KiwiBuild homes that have already been acquired by the Crown.

Overview of current KiwiBuild liabilities 
13. Kāinga Ora signed their last KiwiBuild underwrites in March 2023. However, it is still

managing legacy underwrites for 998 homes that are due for completion over the next
three years. In the previous financial year (2023/24), 55 KiwiBuild homes were
acquired by Kianga Ora on behalf of the Crown for a total cost of $28.2 million. Fifty-
three of these homes are still held under the Housing Agency Account.

14.

Risk assessment under current settings 
15. Kāinga Ora commissions modelling of underwriting risks from Taylor Fry every two

months. The latest modelling, as at 30 June 2024, suggests that under current policy
settings:

a. 30% of the developments in the portfolio are at high risk of underwrites being
triggered (mostly concentrated in Auckland), with a further 33% considered
medium risk.

b.

s 9(2)(g)(i)

s 9(2)(g)(i)

s 9(2)(i), s 9(2)(j)
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c.

d.

16. More detail on the KiwiBuild Pipeline and Crown risk exposure can be found in Annex
B.

Reducing underwriting risks and costs through targeted policy changes 
17. To reduce the underwriting risk and cost to the Crown, we recommend:

a. Removing buyer restrictions - for both developers (when selling homes) and
Kāinga Ora (where they acquire and on-sell homes), which will also remove the
alternative buyer hierarchy for Kāinga Ora. This will allow homes to be sold to a
broader buyer pool, reducing the risk that underwrites are triggered and
supporting faster on-sales where they are.

b. Removing KiwiBuild price caps - for homes that do not have a presale
commitment from a purchaser. This will allow developers to recoup the high
cost of construction but only to the extent that the market is prepared to pay
more in the context of high interest rates.

c. Removing minimum occupation periods – of three years (one year for one
beds) to reduce the cost of monitoring compliance with minimum occupation
period and processing requests for waivers.

d. Selling homes at a loss - where the operating losses from holding the
properties until house prices recover is likely to exceed capital losses from
selling the homes immediately, provided losses remain within the available
funding for write downs/holding costs (currently $7.6 million). This will allow
homes that are acquired to be on sold as soon as practicable, reducing holding
costs for the Crown.

18. These setting changes will also make the KiwiBuild legacy underwrites more
consistent with the general underwrite.

19. Note that you have previously authorised Kāinga Ora, where requested, to extend
underwrite timeframes to allow developers to take more time to market homes before
having to decide whether to trigger the underwrite. Extending the underwrite provides
surety and reduces the risk of the underwrite being triggered.

Estimating the collective impact of the proposed setting changes 
20. Our expectations are that the proposed setting changes will:

s 9(2)(i), s 9(2)(j)

s 9(2)(i), s 9(2)(j)
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s 9(2)(b)(ii)
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s 9(2)(b)(ii)




