/' MINISTRY OF HOUSING

) AND URBAN DEVELOPMENT ' ' '

11 August 2020

DOIA19/20060435

s 9(2)(a)

Dear  s9(2)(@)

| refer to your email of 23 May 2020 to Kainga Ora — Homes and Communities requesting
information under the Official Information Act 1982 (the Act) about First Home Grants.
On 17 June 2020, your request was transferred to the Ministry of Housing and Urban
Development (the Ministry) for response:

1. | want the order/document/paper/decision that sets the property price caps for given
regions of NZ.

2. Please explain the decision-making process that decides what the price cap is, including
who makes those decisions and the information they take into account in doing so.

3. Please provide any of that information that was/is taken into account in making that
decision (referred to in point 2).

4. Any information relating to whether the price caps should be reviewed, when they are
likely to next be reviewed and/or why they are not being reviewed.

On 19 June 2020, you clarified that your request only relates to the current house price cap
levels.

| can confirm that ten documents have been found to contain information related to your request.
Three documents are publicly available so are refused under section 18(d) of the Act, one
document is withheld, and the remaining six are released with this letter. The schedule annexed
to this letter details the documents, the sections of the Act applied, and provides links to those
that are publicly available.

The document withheld is an excerpt from BRF19/20050679 - Covid-19: Options to support
residential construction. This briefing is still under consideration by the Minister, so the
information within the scope of your request is withheld under section 9(2)(f)(iv) of the Act, to
maintain the constitutional conventions for the time being which protect the confidentiality of
advice tendered by Ministers of the Crown and officials.

The six documents released to you have some information withheld under the following sections
of the Act:

9(2)(ba)(i) to protect information which is subject to an obligation of confidence or which
any person has been or could be compelled to provide under the authority of
any enactment, where the making available of the information would be likely
to prejudice the supply of similar information, or information from the same
source, and it is in the public interest that such information should continue to
be supplied



9(2)(g)()) to maintain the effective conduct of public affairs through the free and frank
expression of opinions by or between or to Ministers of the Crown or members
of an organisation or officers and employees of any department or organisation
in the course of their duty

In addition, mobile phone numbers are withheld under section 9(2)(a) of the Act, to protect the
privacy of natural persons.

You may notice that some of the documents refer to the HomeStart Grant. This was the name
of the First Home Grant when it was first created, but | can assure you that it is the same grant.

Annex two in document five summarises shared equity/ownership products provided by New
Zealand organisations. The information is a mix of publicly available information and information
withheld under section 9(2)(ba)(i) of the Act. Whilst this topic is not directly related to your
request, you may be interested in the information, so | encourage you to visit the organisations’
websites where the publicly available information can be found.

Document six makes reference to the delegated authority to the Minister of Housing and Urban
Development and Minister of Finance to amend eligibility criteria for HomeStart grants and
Welcome Home Loans under Cab Min (05) 13/10. This Cabinet Minute, whilst not in scope, is
publicly available at https://treasury.govt.nz/sites/default/files/2017-12/cabmin05-13-10a.pdf.

In addition to the documents released to you, | can also provide some context to the house price
caps that may be helpful to you. The requirements of the First Home support schemes are
designed to support first-home buyers on modest incomes to purchase houses across the
country and to incentivise the housing development sector to supply more housing in an
affordable price range.

A number of factors are considered when setting the First Home Grant price caps. These include
the lower quartile price of homes in the area, the relative purchase affordability of homes
available on the market relative to the cap, and the likelihood of further inflating prices. This
means that specific places around New Zealand where housing is more expensive do have a
higher price cap than regional places, where housing is relatively less expensive.

As house prices have increased over time, to match house price inflation in the setting of the
price cap would risk pushing up house prices further and disincentivising developers to supply
housing at lower price points. In addition, increasing the First Home Grant price cap would come
at a cost, which would need to be considered against other options in the Government’s toolkit
to address the housing crisis.

The Ministry of Housing and Urban Development continues to monitor the scheme and provide
advice as required.

You may be interested to know that the Government recently announced details of the
$400 million Progressive Home Ownership Fund. The Fund is expected to help between 1,500
and 4,000 New Zealand families into home ownership that would otherwise not able to buy their
own home. The Fund will enable low to median-income households partner with a progressive
home ownership provider to access shared ownership, rent to buy, or leasehold arrangements
to step into home ownership. Progressive home ownership schemes help households to buy
their first home by reducing the deposit needed to buy a home and/or the ongoing costs of
servicing a mortgage.



The first two confirmed providers are for housing projects in Auckland and Queenstown, both
areas where housing affordability issues are most severe. Across the lifetime of the Fund, it will
support households in a range of places across New Zealand with severe housing affordability
issues. You can read more about progressive home ownership at: www.hud.govt.nz/residential-
housing/progressive-home-ownership.

In terms of section 9(1) of the Act, | am satisfied that, in the circumstances, the decision to
withhold information under section 9 of the Act is not outweighed by other considerations that
render it desirable to make the information available in the public interest.

You have the right to seek an investigation and review of my response by the Ombudsman, in
accordance with section 28(3) of the Act. The relevant details can be found on the
Ombudsman’s website www.ombudsman.parliament.nz.

As part of our ongoing commitment to openness and transparency, the Ministry proactively
releases information and documents that may be of interest to the public. As such, this
response, with your personal details removed, may be published on our website.

Yours sincerely
b _
/-»// -

Julia Pearce
Principal Policy Advisor
Market and Supply Responses



Documents released — DOIA19/20060435

Queenstown Lakes District HomeStart house
price caps

Ref |Date Title Section of the Act
applied
1 June 2016 Cabinet Paper: Changes to KiwiSaver [N/A
|HomeStart grant settings to further assist first
home buyers
2 |29 June 2016 Cabinet Minute: EGI-16-MIN-0152 - KiwiSaver [N/A
|[HomeStart Grant: Changes to Settings to Further
Assist First Home Buyers
3 10 June 2016 Briefing: 3025 15-16 — Amending the KiwiSaver [9(2)(a)
|[HomeStart house price caps
4 |24 June 2016 Briefing: 3566 15-16 — Amending the KiwiSaver [9(2)(a)
HomeStart eligibility criteria to further assist first
home buyers INB: Annex 2 is
document one so is
not duplicated here.
5 |8 February 2018 [Briefing: 1671 17-18 — Government financial 9(2)(a)
assistance for first home buyers 9(2)(ba)(i)
9(2)(9)(i)
18(d)
6 |31 July 2018 Briefing: 0196 18-19 — Increasing the 9(2)(a)




Documents refused — DOIA19/20060435

Date Title Section of the
Act applied
20 August 2018 Briefing: 0642 18-19 — Facilitating transitions to 18(d)

housing independence through progressive home-
lownership schemes and affordable rental supply

https://www.hud.govt.nz/assets/News-and-
|IResources/Proactive-Releases/Second-
[Tranch/55fa1711f0/Facilitating-transitions-to-housing-|

independence-through-progressive-home-ownership-
schemes-and-affordable-rental-supply.pdf

30 November 2018

Briefing: BRF18/19110079 — Aligning the house price
caps for HomeStart and Welcome Home Loans with
KiwiBuild

https://www.hud.govt.nz/assets/News-and-
[Resources/Publications/a925a06855/Briefing-
|BRF1 819110079-Aligning-the-house-price-caps-for-
HomesStart-and-Welcome-Home-Loans-with-

KiwiBuild.pdf

18(d)

23 July 2019

Presentation: Increasing update of HomeStart in
Auckland

https://www.hud.govt.nz/assets/News-and-
[Resources/Proactive-Releases/Second-
[Tranch/6ed922e04b/Presentation-Increasing-uptake-
of-HomeStart-in-Auckland.pdf

18(d)

5 June 2020

Excerpt from BRF19/20050679 - Covid-19: Options
o support residential construction

9(2)(F)(iv)




In Confidence

Office of the Minister for Building and Housing

Cabinet Economic Growth and Infrastructure Committeeq(»

Changes to KiwiSaver HomeStart grant settings to furt @rst h e%
buyers \ K

Proposal

1. This paper outlines changes to the criteria f &NiSaver H@grant
that will take effect from 1 August 2016.
Executive Summary b ;

2. The Government currently has fourqdrogrammes tha ist New Zealanders
to buy their first home:

i. KiwiSaver HomeStart graat; Q\O

i. KiwiSaver withdr

ii. Welcome Home

iv. First Home i@e.
3. The policy aim of @ tart grant i
incomes to purghasegodest pri
country they li he schem

ce; and the

3

(@]

—

(@]

Q
g?(

port first home buyers on modest
oUses, irrespective of what part of the
ims to incentivise greater supply of

new build [ ome bum
4. Periodi ents to K Start eligibility criteria are required to reflect

ensure that the scheme remains accessible to

curr et conditi
s&for whom tfx’y Iintended to apply.
increases'and wage inflation since the policy settings were

eed mean fewer first home buyers are likely to be eligible for the scheme
ility*criteria settings are adjusted.

inance and | (as the Minister for Building and Housing), have

delgga d ority to agree on detailed design issues for first home

o] %e sistance, including the HomeStart grant and Welcome Home
scheme eligibility criteria [CAB Min (05) 13/10 refers].

N

tter fulfil the aim of the scheme under current market settings, the
owing changes have been made:

Amended the HomeStart house price caps for existing dwellings in
i.  Auckland from $550,000 to $600,000



i. HASHA areas from $450,000 to $500,000
iii. Other areas from $350,000 to $400,000

[I.  Amended the HomeStart house price caps for new builds in
iv. Auckland from $550,000 to $650,000
v. HASHA areas from $450,000 to $550,000

vi. Other areas from $350,000 to $450,000 (»
[ll.  Amended the HomeStart income caps from:
vii.  $80,000 to $85,000 for individuals
viii.  $120,000 to $130,000 for two or more buyers.

8. These adjustments will also be reflected in the We% ome Loan schéme
criteria, which are aligned with those of HomeStart. A consideration of
assets for KiwiSaver withdrawals by previous hgfmeowners is bas n the
HomeStart house price caps, the asset caps@' scheme al o be

amended.

HomeStart grant background b

9. The KiwiSaver HomeStart grant co ed from 1 Apki
access to first homeownership thr Crown suppext.
between $3,000 and $5,000 foI% ree to fivesygats of active KiwiSaver
contributions, with this amount d d if theypu @ 2 is for a brand new
home. Eligibility criteria apply, including ho \ aps and income caps.
These are listed in Annex % &

10.  In the first three quart the 2015/16@& year, 10,371 HomeStart

i 4

grants have been t an aver, ,670 per grant. At that rate,
officials estimate %5 to $68

appropriation entin 20 . If'current settings remain, | expect a
similar unders the 2016/1% financial year and out-years.
Rationale fo\re@ @
11.  Revi ttings th cross New Zealand requires a balance of
includir\
Ho%ﬂaﬁon
12. Auckla% nstown, Tauranga and Hamilton housing markets have

| 2015 to improve
ers a grant of

experienee larly high price growth over the past year. Annex Two
details | N e price changes between the introduction of the HomeStart
prografim in*April 2015 and May 2016.

%r to March 2016, the current house price thresholds captured
imately 62 per cent of all sales to first home buyers nationwide.

oWever, less than a third of sales to first home buyers were eligible in
ckland and Queenstown, and only 39 per cent in Wellington.






Summary of changes to the house price cap and income cap settings

21.  With these concerns in mind, we have made the following changes to the
HomeStart settings:

I.  Amend the HomeStart house price caps for existing dwellings in
i. Auckland from $550,000 to $600,000
i. HASHA areas from $450,000 to $500,000

iii. Other areas from $350,000 to $400,000 %»
I. Amend the HomeStart house price caps for new bund
iv. Auckland from $550,000 to $650,000
v. HASHA areas from $450,000 to $550,00 Q \
vi. Other areas from $350,000 to $450,000
[ll.  Amend the HomeStart income caps from: &
vii. $80,000 to $85,000 for individuals @ 0
viii.  $120,000 to $130,000 for two OE yers.
Risks
Forecasting risk Q Q

22.  While | am confident that the es d costga @ asonably reflect the
likely fiscal impact of these¥proposals, ther eless a risk of material
variance.

23. The forecast is based istoric data. It ult to accurately model the
number of grants t paid ou ne year given market changes.

For example, decisi by the Res

reduce deman st home
greater or Ies ber of gra
paid out.

24, Shoul(N xpendltu& d the given appropriation, there may be
g forwa iation from future years to retain spend with the

Banhk have the potential to increase or
onsequently, there is a risk that a
has been modelled will actually be

get
25. ICials will |tor u ake of the scheme and report to me on revised
cast spen inst the appropriation as the new settings come into effect.

Risks to other It)x ordability outcomes and financial stability policies

26 Homeﬁ’3 |d create additional demand pressures in many current
ing markets. While house prices have increased over recent
O%re has been a rapid increase in prices also in areas outside of
d in the past 12 month period. Supply constraints have been
sérved in terms of a shortage of new builds and very low inventory levels
tings of existing houses). In addition, the distortive effects of the Reserve
nk’s loan-to-value ratio limits on banks’ lending to first home buyers (and
the effects of potential future interventions) are not well understood.



27. In the current context of supply constraints and financial stability interventions
from the Reserve Bank, there are risks that additional demand from
HomeStart subsidies could increase prices and counteract the Government’s
wider housing affordability objectives.

Administration

28. Housing New Zealand Corporation will continue to administer the HomeStart
grant. No increase to the existing appropriation for administrative costs is
required at this stage. However, the administrative impact of any future
adjustments will need to be considered to ensure there is nt
appropriation to meet an increase in administrative exp 4

29. Housing New Zealand has noted two separate cap isting homes a
new builds will add substantial complexity to admini ion when considerin

the assets for previous homeowners applying foffa HomeStart gr%

KiwiSaver withdrawal. The asset cap for previ %meowners ifbo
schemes is set at 20 per cent of the house [@a for that arQ

30. As the intent of both schemes is to sup ople who wo
struggle to form a deposit to buy a ho pose that ass@ts for previous
homeowners be considered againstfhe"agw price c@xi ting homes.

Welcome Home Loan scheme Q
31.  Take-up was below expe levels, with a Y @ 1,100 of the budgeted
2,500 loans issued in 201 Changes tong iteria are likely to increase

take-up but not materia t on futur, riation expenditure.

Consultation

32. Housing New Z d Lorporatio onsulted in the drafting of this paper.
33. Treasury wer@lted in the%in of this paper and do not support the

proposed to the,Ki HomeStart grant settings for the following
reaso\ x
34. Incr e incom se price caps for HomeStart would stimulate
c r lower*pgiced, housing, when demand is constrained and already
geding supply. Theylikely effect would therefore be to increase house

yrices, to som tent negating the goal of the proposal.

35.  The policy inte he HomeStart scheme is to support first home buyers on
modest in Only households that have a gross income of Decile 8 or
above I excluded by the proposed income cap for Auckland, and

D & r above nationally. This suggests that the proposal is not well

36 e ‘extent the proposal does have its intended effect, it would be
couraging marginal first home buyers into the housing market. Such buyers
at greater financial risk if interest rates increase, or if house prices begin

o fall.

Human rights and gender implications



37.  This paper raises no human rights issues or gender implications.
Legislative implications

38. HomeStart and the Welcome Home Loan schemes are Government policy
and not provided for in legislation. The consideration of assets for KiwiSaver

withdrawals by previous homeowners is required under the KiwiSaver
Regulations 2006, however the cap amount is set outside of the Regulations.

There are therefore no legislative implications.

Regulatory impact analysis

39.  Aregulatory impact analysis is not required for the p@; this pﬂ%

no legislative or regulatory changes are proposed. \

Publicity \
40. | intend to announce these changes on 1 Au@ﬂ 6, with thelchafiges to
take effect from this date.
Recommendations b
41. | recommend that Cabinet: Q Q
Housing have

a. Note the Minister of Finance and Minister of Bui
delegated authority to agree on d ed des for first home
ownership assistance, inclgdigg the Home nt and Welcome Home

Loan scheme eligibility cri % AB Min refers];

b. Note raising caps f es throughgutihew Zealand reflects house price
inflation; é

c. Note raising t ice caps for ﬁ ilds above the price for existing homes

will incentivj ly of neb
d. Notet tart ho% aps for existing dwellings are amended in
] &k and fi mﬁw 0 to $600,000;
SHA ar(% $450,000 to $500,000; and
fr

ii. Other s fron? $350,000 to $400,000;

e. Note therH rt house price caps for new builds are amended in
iv. klagd from $550,000 to $650,000;
& A areas from $450,000 to $550,000; and
x&\her areas from $350,000 to $450,000;
t

the HomeStart income caps are amended from:

I.  $80,000 to $85,000 for individuals; and
vii.  $120,000 to $130,000 for two or more buyers;



h. Note the criteria regarding realisable assets for previous homeowners
applying for a HomeStart grant or KiwiSaver Withdrawal will be based on the
new price cap for existing dwellings (not the new build price cap) in the
relevant region;

i. Note that the Welcome Home Loan scheme criteria are aligned with

HomeStart, and will be adjusted in accordance with paragraphs (d) to (f) W
above; ;

j- Note I intend to announce these changes on 1 August 201 d these
changes to take effect from this date.

Authorised for lodgement \Q

Hon Dr Nick Smith b
Minister for Building and Housing Q
/ /




Annex One: Current HomeStart eligibility criteria

Scheme HomeStart HomesStart grant (previous homeowners)
grant (first
home buyers)

Benefit Grant of up to $5,000 to buy an existing home ($10,000 for 2+
buyers), double for a new home

Years of 3 continuous years of meeting at least the minimum employer
KiwiSaver contribution rate (maximum grant aft

membership

Income cap $80,000 ($120,000 for

Asset cap Nil 20% of the HomeS

House price cap | $550,000 Auckland;
$450,000 Wellington, Queensto@?> stchurch, Selwyh District,

Hamilton, Tauranga, Weste lenty, i orirua,
Tasman, Nelson, Waimaka er Hutt an iti Coast;
$350,000 all other areas

code compliance

Occupancy 6 months from settlementdate or iss
requirement certificate

Further notes:
e A member may not recei Ho tart gra an once.
e Applicants cannot curren a home or

*The minimum KiwiSaver co@(ion rate is curr; set at 3% of income

**Considered to be ‘net reali assets’, i - all money held in a bank
account, fixed and term at; shares, d bonds; investments in banks or
financial institutions; p1/@pe real estate agent or solicitor as a
deposit on a home; bo @ lued over $5,000; vehicles not used as







IN CONFIDENCE
EGI-16-MIN-0152

Cabinet Economic Growth
and Infrastructure
Committee

Minute of Decision

This document contains information for the New Zealand Cabinet. It must be treated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only b
released, including under the Official Information Act 1982, by persons with the appropriate authority. %

KiwiSaver HomeStart Grant: Changes to Setting er As 's%
Home Buyers \ \

Portfolio Building and Housing & \

On 29 June 2016, the Cabinet Economic Growth and I

1 noted that the Minister of Finance and the or Building and Heusing have
delegated authority to agree on detailed d es for firs ownership assistance,
including the HomeStart grant and Welc me Loan schéme eligibility criteria
[CAB Min (05) 13/10 and SOC Min B 1§51; O

2 noted that raising caps for all h throughout Nand will reflect house price
inflation;

3 noted that raising the price@@r new bui whe price for existing homes will
incentivise the supply uilds;

4 noted that the Honfle ouse pricegaps for existing dwellings have been amended in:

41 A ckl@m $550,000 , 00;

4.2 @\Accords andsSpetial Housing Areas (HASHA areas), from $450,000 to
,000;

I areas ro®,000 to $400,000;

5 noted‘that the H tawp house price caps for new builds have been amended in:
L 4

51 Auc \ $550,000 to $650,000;
52 ‘IK reas, from $450,000 to $550,000;
5.3\&r areas, from $350,000 to $450,000;

that the HomeStart income caps have been amended from:

$80,000 to $85,000 for individuals;

6.2 $120,000 to $130,000 for two or more buyers;

8rma7u3m2f 2020-06-26 11:58:38 IN CONFIDENCE
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7 noted that the criteria regarding realisable assets for previous homeowners applying for a
HomeStart grant or KiwiSaver Withdrawal will be based on the new price cap for existing
dwellings (not the new build price cap) in the relevant region;

8 noted that the Welcome Home Loan scheme criteria are aligned with HomeStart, and will be
adjusted in accordance with paragraphs 4-6 above;

9 noted that the Minister for Building and Housing intends to announce these changes on
1 August 2016, and that these changes will take effect from that date.

Janine Harvey \Q \
Committee Secretary \
Present: Officials &from: 0

Rt Hon John Key Offige of rifne Ministe
Hon Bill English (Chair) Offic ee for E
Hon Steven Joyce

Hon Amy Adams

Hon Simon Bridges

Hon Dr Nick Smith

Hon Nathan Guy

Hon Michael Woodhouse

Hon Maggie Barry

Hard-copy distribution:

Cabinet Economic Growth and Infrastruct tee
Office of the Prime Minister
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