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e Fairness: Is this option fair and reasonable to regulated parties?%°

For the purposes of assessing the options against the criteria, we have assigned the criteria
equal weighting. We consider this appropriate as the assessment is qualitative, rather than
quantitative. However, an option must improve effectiveness for tenants compared to the
status quo to be viable.

It will be difficult for an option to equally achieve flexibility and certainty. Effectiveness must
be balanced with proportionality and fairness.

20 We have not included ‘efficiency’ in the assessment criteria as proposals are not primarily intended to address
efficiency-related issues nor do they have significant efficiency impacts. Moreover, any efficiency related
impact can be factored into our consideration of proportionality.
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We have developed a single regulatory option “A new process to embed existing legal
rights” that has leveraged discussion on two separate proposals in our consultation
document in view of better embedding the intention of existing Section 42 in the least cost
way. The option has been designed in a way that seeks to improve the clarity around what
a minor fitting is, addresses inaction from parties in response to fitting requests in a
proportionate way and allow for landlords’ expertise to be factored into decisions.

The approach first involves specifying what a minor fitting in this context is. We consider
that the law should establish that a fitting is only minor fitting if it presents a low risk of
damage to the property, is of a nature that allows the property to be easily returned to a
reasonably similar condition at the end of the tenancy, has no impacts on third parties and
requires no consents under law. Guidance on the interpretation of these requirements will
likely draw attention to the following specific fittings as being within scope:

e Securing furniture or appliances to protect against earthquake risk or to make a
property child safe,
Installing a baby gate
Affixing child safe latches to cupboards,
Installing picture hooks
Installing shelving
Installing television aerials or wireless broadband equipment
Installing gardens when these can be returned to the original state at the
conclusion of the tenancy
Installing curtains and window coverings
¢ Installing internal locks providing they are compliant with relevant fire safety laws
e Installing accessible tapware, where this has low impacts and will be reversed at

s 9(2)()(iv)

The process will be that tenants must make a request for a fitting that meets the legal
criteria. Landlords would only be able to decline the request for specified reasons which
are likely to include:
¢ High risk around installation and removal given specific attributes of the property
o Remediation back to a similar state not reasonably possible given specific
attributes of the property
o Will disturb hazardous materials
e Wil require legal consents or compromise existing obligations the landlord has
¢ Will compromise the structural integrity, waterproofing or fundamental safety or
character of the building
e Will have an unreasonable impact on third parties

Landlords would also have an opportunity to add reasonable stipulations around how the
fitting occurs which would be enforceable and may include directions to use or not use
certain products to hang pictures, using a licensed tradesperson or allowing the landlord to
do the work themselves or the placement of certain fitting given the landlords knowledge of
the property. If a dispute between a landlord and tenant about whether a stipulation was
reasonable could not be self-resolved, the Tribunal would be an option to get a decision.
Landlords would be required to respond to a request for a fitting within 21 days and failure
to do so would be an unlawful act and result in a financial penalty.

At the conclusion of a tenancy where a fitting has been made, tenants must return the
property to the original state unless the landlord agreed to take on the fitting. If this did not
occur, the tenant would be liable to cover the cost of reversal. A financial penalty would
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apply to tenants who had failed to reverse the fitting unless the landlord agrees that they
would like it to remain. .
s 9(2)(f)(iv)

Other options considered but not progressed — Specific rights for disabled people

Some submitters requested processes that explicitly give disabled tenants’ rights to make
reasonable accessibility fittings.2' We have not, however, proposed any specific processes
to apply to disability fittings as we do not consider that landlords should be exposed to
additional risk around fittings based solely on whether their tenant is living with a disability.
Parties will still be free to negotiate such fittings.

We also note that officials have recommended other actions to incentivise the provision of
accessible rentals through the Ministry of Housing and Urban Development and Housing
New Zealand’s Action Plan for improving accessibility across the New Zealand Housing
System. We consider that this is the optimal approach, rather than making changes
through the RTA reform to give disabled tenants specific rights.

Other options considered but not progressed — deemed consent to fittings following non-
response

We considered whether a variation of the regulatory option that overcame problems of
non-response by landlords and property managers by deeming consent at the conclusion
of the 21-day period would be effective. Following concerns raised by submitters we have
withdrawn this option as we agree that deeming consent could have significant impacts.
For example, should a tenant misinterpret the scope of a minor fitting and request
something with significant impacts, the consequences of this proceeding by right would be
disproportionate to the omission the landlord made by not responding within the given
timeframe.

What did stakeholders think?

During consultation, minor fittings were referred to as modifications. The term referring to
this set of proposals has now been changed to “minor fittings” because this better reflects
the scope and policy intent of this area of the reform.

The discussion document sought feedback on options for how the law can better help
landlords and tenants agree to tenants making reasonable modifications or minor changes
to their rental properties, or whether tenants should be able to make certain changes
without consulting their landlord.

Several general themes were evident, most notably:

¢ Landlords were of the view that the context of the particular tenancy, property and
modification were key when a modification was requested. Clear and good faith
communication was important. Landlords were principally concerned about
damage and costs that could result from the installation and reversal of a
modification.

e Tenants told us that the ability to make minor and reasonable modifications is
strongly related to their ability to feel at home in their property.

¢ Both tenants and landlords were concerned about safety. Modifications could be
important for tenants’ ability to make their property safe, for example when baby or
earthquake proofing was needed. Landlords were concerned that safety could be
compromised if a modification was made or reversed in a substandard
manner. Modifications that could affect the structural integrity of the building were
of particular concern.

21 For example, the Human Rights Commission and the Disabled Persons Assembly.
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tenant could not have expected when they signed the tenancy agreement and will cause them
serious hardship. Alternatively, within three months of the rent increase, tenants may apply to the
Tribunal to get their rent reduced if it “substantially exceeds” market rent.

There is currently nothing in the RTA which imposes a requirement on landlords to include details
about rent increases in tenancy agreements. However, if a landlord wants to increase rent during
a fixed-term tenancy this must be stated in the tenancy agreement as per RTA requirements.

Rental Bidding
The RTA is silent on rental bidding. There is nothing in the RTA which prohibits rental bidding nor
is there guidance on how landlords should let their property regarding rent advertised.

The RTA does contain guidance on “market rent”. Market rent - as defined by the RTA - is the rent
amount a willing landlord might reasonably expect to receive, and a willing tenant might
reasonably expect to pay, for a tenancy. Market rent should be similar to the rent charged for
similar properties in similar areas.

If a landlord charges rent that exceeds market rent by a substantial amount, section 25 of the RTA
allows tenants to challenge this at the Tribunal and apply for a rent reduction.

There are relevant sections of the Fair Trading Act 1986 (FTA) and Consumer Guarantees Act
(1993) that apply to auctions that are conducted by (or on behalf of) anyone who carries on
business as an auctioneer. In theory, if rental bidding meets the definition of being an auction
(which in some cases it will),23 these provisions could require some landlords and property
managers undertaking rental bidding to do so in an open and transparent manner so that all
applicants are aware that they are in a bidding situation and that the tenancy agreement will be
awarded to the tenant with the highest bid.

While this would resolve a number of concerns around rental bidding, these protections are
unlikely to be applied consistently in the rental bidding context due to technicalities in the law that
impact on whether or not a landlord can be deemed to be “in trade”. This is because some
landlords may be motivated for a range of reasons that will not always be purely commercial. For
example, a landlord that buys a house for the purpose of renting it out is likely to be considered “in
trade”. Alternatively, a landlord who rents out a house they initially bought for their own personal
use is unlikely to be considered “in trade”.

It will generally be more apparent that a property manager is “in trade”. This means that under
current law, property managers could be found to be engaging in unfair or misleading conduct
where they are not transparent in their undertaking of rental bidding. This would occur where the
landlord or property manager has induced a prospective tenant into offering more than the
advertised amount through misleading or deceptive conduct thus being a breach of section 13(g)
of the FTA, “making a false or misleading representation with respect to the price of any goods or
services”. This could also potentially amount to “bait advertising” which is prohibited under section
19 of the FTA.

23 Note, an auction, for the purposes of the Fair Trading Act and the Auctioneers Act, takes place where the property is
sold on behalf of a seller, bids for the property are placed with the auctioneer in real time and the property is sold when the
auctioneer indicates. Rental bidding however, does not always operate in this way. However, the Auctioneers Act and the
Fair Trading Act could apply to rental bidding where a property manager takes rental bids in real time thus acting as an
auctioneer. They would then likely be in breach of section 5 of the Auctioneers Act if they are not properly licensed as an
auctioneer.

Regulatory Impact Assessment - Residential Tenancies Act Reform | 44









Option 1: Limiting rent increases to once per year [Preferred option]

This option would change the law to limit rent increases to once per year for both periodic and
fixed-term tenancy agreements. Existing exemptions would remain that allow rents to be
increased outside of this window in situations where landlords have made significant
improvements to the property or where the terms of an agreement have changed by negotiation.

Landlords will still need to give tenants 60 days’ written notice of rent increases and tenants will
still have a three month time period after a rent increase when they are able to challenge this rent
increase at the Tribunal if they believe it substantially exceeds market rent.

This option would see the law changing to require that rent may be increased no more frequently
than once every twelve months. Existing exemptions would remain that allow rents to be
increased outside of this window in situations where landlords have made significant
improvements to the property or where the terms of an agreement have changed by negotiation.

Option considered but withdrawn — disclosure of how rental increases are calculated

We consulted stakeholders on the option of creating a new requirement for landlords to disclose
how they will calculate rent increases in new tenancy agreements. The majority of tenants and
tenant advocacy groups supported the proposal, while the maijority of landlords, property
managers and social housing providers did not think the requirement was necessary.

On balance, we have decided to withdraw this proposal. Requiring a landlord to include how and
when rents can be increased in the tenancy agreement could provide greater clarity for both
tenants and landlords. If tenants have a better understanding of how their housing costs might
change, they might be better able to plan for their future. It will also support good faith tenancy
relationships as tenants will not be surprised by any increase their landlords make.

However, landlords are already required to disclose a range of information in tenancy agreements
such as disclosure obligations regarding a property’s compliance with the healthy homes
standards and the insurance details applying to the property (as implemented by the Residential
Tenancies Amendment Act 2019). Requiring landlords to also include information on the matters
they will consider when calculating future rent increases would increase this burden further. In
general the aim is to keep tenancy agreements as simple as possible to encourage landlords and
tenants to have one, rather than operating outside the law.

Additionally, requiring landlords to factor in all the variables that might lead to an increase in rent
at the start of a tenancy could prevent a landlord from being able to recuperate reasonably any
unforeseen costs that may arise during a tenancy.

Making landlords include information on how they will calculate rent increases will be complicated
for landlords to comply with and may discourage parties from having written agreements.
Similarly, making tenancy agreements more complex could result in them being more difficult to
understand for tenants.

Other options considered but withdrawn — length of time period for challenging rent increases at
the Tribunal

We also considered, and consulted on, whether three months from the last rent review or from the
commencement of the tenancy is an appropriate amount of time for tenants to apply to the
Tribunal for a rent adjustment.

On balance we do not consider any further change is required. The majority of respondents to the
relevant question believed that three months was an appropriate amount of time from the last rent
review or commencement of a new tenancy. Similarly, our consideration of cases at the Tribunal
suggests there does not seem to be a significant problem that warrants legislative change.
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Extending the time period, or having no time period for such an application, could result in more
cases being taken to the Tribunal. This means that landlords will face an increased period over
which rent increases can be challenged. Three months appears to be an adequate period of time
to allow tenants to gather recent and relevant evidence of rent for similar properties.

Alternatively, extending the three-month time period could result in some tenants benefiting. It
could allow some tenants more time to gather necessary evidence in order to prove their case at
the Tribunal and therefore could benefit from receiving payment of excess rent if the Tribunal
orders this. However, it is anticipated that this benefit would be small and it is not considered
necessary to extend the time period for this group of tenants.

Officials have not found that the three-month time period presents a significant barrier to tenants
wishing to exercise their rights in this area of the RTA. Therefore, officials do not recommend a
change to the legislation.

Other options considered but withdrawn — guidance on market rents

We also consulted on whether the RTA should include guidance on what constitutes ‘substantially
exceeding market rent.” On balance we do not consider changing the RTA to include guidance on
what substantially exceeds market rent means for the purposes of challenging rent increases at
the Tribunal is required.

Although the majority of respondents supported the idea of the RTA including guidance on what
substantially exceeds market rent means, it appears from Tribunal cases that the main issue is
confusion on what evidence is required to prove a case at the Tribunal.

It is not clear that an absence of a definition of “substantially exceeds” is causing a barrier to the
interpretation of the market rent provisions. Based on various Tribunal cases the Tribunal appears
to use ten percent above market rent as a guideline for what is acceptable. However, it does
appear that tenants misunderstanding the provisions and showing up to their hearings without
appropriate evidence is hindering the success of some claims. This could be improved through
increased information and education activity about the market rent provisions.

Officials also consider that defining “substantially exceeds” may incentivise landlords to increase
their rent to the maximum acceptable level so to gain maximum rent while staying within the law.
For example, if it was legislated that ten percent was the threshold, there is a risk that rents would
be pushed up by landlords setting their rents at nine percent over market rent. Therefore, allowing
the Tribunal to retain discretion on what constitutes ‘substantially exceeds market rent’, mitigates
the risk of this unhelpful signalling effect occurring.

What did stakeholders think?

There was strong support for rent increases to be limited to once every 12 months. 69 percent of
all respondents supported the suggested change. 74 percent of tenants, 63 percent of landlords,
69 percent of property managers and 55 percent of social housing providers supported the
proposal.

Many landlords and tenants noted that increasing rents annually is the current common practice.

Therefore, they did not have a problem with the suggested change. Many respondents supported
limiting rent increases to once every 12 months in order to align with how wages are traditionally

increased.

Rental bidding

Status quo

This option would see the law remain as it is and landlords and tenants could continue to be free
to negotiate on rental prices. The Government could consider non-regulatory improvements such
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as by ensuring that landlords and property managers are aware of relevant Fair Trading Act 1986
and Consumer Guarantees Act 1993 requirements in regards to rental bidding.

Option One: Prohibit landlords from requesting bids and advertising properties without a rental
price listed [Preferred option]
This option would create a new unlawful act which would prohibit landlords from:
e asking tenants to pay more than the advertised rental price for a property;
o prevent landlords, and their agents, from organising rental auctions to determine the rent
payable to secure the tenancy;
e prohibit landlords from offering to make an applicant the successful tenant if they agree to
pay slightly more rent for the property; and
o prohibit landlords, and their agents, from advertising a property without a specified rental
price listed.

Under this option, tenants would still be allowed to offer, of their own volition, to pay more than the
advertised rental price for a property and landlords would be allowed to accept this.

Option Two: Prohibit landlords from requesting and accepting bids

This option would create new unlawful acts for both landlords (and their agents) and tenants. The
unlawful act for landlords would prohibit landlords from the behaviours outlined in Option One and
would also prohibit landlords from accepting any rental bids offered to them voluntarily by tenants.

Option Three: Requiring landlords to disclose to all other applicants when they have received a
rental bid.

This option would create a requirement for landlords to disclose to other prospective tenants when
they intend to take offers of rental bids. This would also require landlords to let other applicants
know during the process if they later decide to start accepting, or requesting, bids from
prospective tenants.

The options would be complemented by the establishment of penalties that could be imposed by
the Tribunal for breaches of the requirements. By way of example the penalties to accompany the
proposed unlawful act of engaging in rental bidding as set out in options one and two would allow
the Tribunal to order payment of exemplary damages of up to $1,500. It would also be possible for
infringement notices to be given with a $500 fee for individual landlords and up to $1,500 for
corporate landlords. Decisions around the most appropriate course of action would be made on a
case by case basis and infringement notices would likely only be considered if the conduct in
question was straightforward and easy to prove.

What did stakeholders think?

55 percent of respondents considered rental bidding should be banned, 11 percent thought it
should be controlled, while 34 percent thinking nothing should be done about it.

The majority of landlords thought that nothing ought to be done about rental bidding, while the
maijority of tenants and property managers thought that rental bidding should be banned or
controlled.

Tenants who indicated they did not support any sort of control on rental bidding commented that
rental bidding provided an option for special cases to show their need for a property, such as
having pets, or proximity to schools or employment.

71 percent of respondents thought that landlords and property managers should be prohibited
from asking for and receiving rental bids as well as prohibiting prospective tenants from being able
to bid for a property. Noting that this question was answered only by those who thought something
should be done about rental bidding in the law, tenants were in favour of banning the process
because they considered it unfair on those with limited incomes. Tenants also noted their desire
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e Option Two [Preferred option]: Implement option one and also change legislation to make
it the default that in cases where a party has successfully enforced their rights or successfully
defended a case identifying details about the successful party will not be published.

e Option Three: Anonymise all Tribunal Decisions.

Both options one and two would clarify, for the avoidance of doubt, how and when the section 95
powers to suppress identifying details apply. This would remove any doubt that identifying details
can be redacted when this is in the interests of the parties and the public interest, including where
publication will cause extreme hardship. It would include new information and education to parties
about their right to apply for identifying details to be removed and how they would go about this in
practice.

As part of this, HUD would also work with MBIE and the Tribunal to see if there are ways to optimise
the process whereby parties who are subject to a Tribunal hearing are informed of their rights and
aware that they can apply to prevent the publication of identifying information.

[Preferred option] Option two would go further by adding a separate process that would apply
when a party has successfully enforced their rights or successfully defended a case.
The default position would be changed to non-publication of identifying details when:
e the party has successfully enforced their rights or successfully defended a case;*° and
e the decision maker is satisfied that if the identifying details about the successful party were
published it could lead to adverse consequences for the party involved.®'

The scope of this approach would not include where a party has breached their obligations under
the RTA because of the legitimate public interest in this information. The approach should also not
include where a party has brought a claim and been unsuccessful as this could have the effect of
increasing the frequency of vexatious claims.

Option three would mean that all Tribunal decisions are anonymised. Decisions would still be
published but identifying details of the parties would always be removed prior to publication.

What did stakeholders think?

Privacy was not specifically consulted on in the RTA reform process, however, following
stakeholders raising concerns, officials have undertaken further analysis. In particular, the Tenants
Advocacy Network has raised issues about the adverse impacts of tenant’s names being published
in Tribunal decisions. They proposed that all decisions be anonymised.

30 The party would have to be wholly successful or successfully defend all claims for the policy intent of this to apply and
identifying details removed. If there are elements of the decision where the party has breached their obligations, then
there is a public interest in details being published.

31 This threshold would need to be reasonably low. The Tribunal would need to be able to consider the risk that landlords
will use Tribunal data inappropriately to discriminate against tenants who enforce their rights in the Tribunal as an
adverse consequence.
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The section 44(3) requirement is an existing legal test and would remain unchanged. All
assignment requests would simply be brought under this existing reasonableness requirement.
This is currently decided by the Tribunal on a case by case basis.

As part of this option, guidance would be issued on when a request to assign a tenancy is
reasonable.

An assessment of whether declining an assignment request is unreasonable will need to occur on
a case by case basis and is likely to be guided by the following parameters:

a. whether there is a legitimate and pressing reason why the tenant wants to assign,
sublease or otherwise part with possession

b. the length that the fixed-term would continue if upheld

c. the impact that assignment will have on the landlord, both in terms of lost revenue and
administrative burden, and considering also that they are able to mitigate this by
recovering reasonable expenses under section 44(5)

d. whether the landlord can show with reference to evidence that the new tenant that the
current tenant has found is not a viable option and/or there is a reasonably foreseeable
chance that they will not meet their obligations under the RTA

e. any other matter the Tribunal considers relevant.

A Court of Appeal case has considered this in the context of a similar obligation in the Property
Law Act 2007 regarding commercial leases.* In that case, it was considered that refusal to give
consent must be connected to the original tenant and must directly affect the subject matter of the
contract.

Landlords would still be able to charge the tenant reasonable expenses incurred under section
44(5). For example, landlords could charge the cost of performing a credit check on the candidate
presented.

What did stakeholders think?

In submissions, 88 percent of landlords and 49 percent of tenants did not think that the
Government should investigate further removing fixed-term tenancies from the market. Officials
have recommended in phase 1 of this package of proposals that fixed-term tenancies remain in
the market given the security of tenure benefits.

In this context, mitigations to address the messages from tenants in submissions have been
considered. These were that while fixed-term agreements can provide certainty and security,
being committed to a fixed-term tenancy can sometimes be problematic, financially and otherwise,
if circumstances change.

33 Corunna Bay Holdings Ltd v Robert Gracie Dean Ltd [2002] 2 NZLR 186 (CA).
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property managers from the requirement to
consider each request on a case-by-case basis.

Rent Setting: There should be no significant cost
to landlords as a consequence of how frequently | Low High
rents can be adjusted. While the duration
between rent reviews may increase on average,
landlords will be able to adjust their rents for the
longer period between reviews. Those landlords
that have engaged in rental bidding (which may
only be 15 percent of the market), may
experience some reduction in future income as a
result of the proposed change. This is likely to be
at the margins however — the proposed change is
not preventing landlords advertising their property
at a fair market rate, nor is it preventing tenants
from offering a higher rental than that which the
landlord or property manager advertises.
Landlords and their agents who have previously
been relying on rental bidding as a market
clearing mechanism will need to change their
business model which may incur some initial
costs when the changes come into force.

Privacy: We do not expect any costs to landlords
to result from privacy changes. N/A N/A

Assignment: There will be some increased costs
and administrative burden to landlords incurred Low to Medium
when they must accept a reasonable assignment | Medium
request. There may also be increases to

perceived risk of costs. This is, however,

mitigated by the fact that reasonable recovery of
costs is allowed under section 44(5) of the RTA.

Fees charged upon consent to assignment,
subletting or parting with possession of the Low High
premises: There will be some administrative cost
to landlords and property managers to prepare
and provide the required breakdowns to tenants.
Landlords and property managers may also incur
some additional administrative costs. They may
incur increased to meet their obligations where
they have not previously complied with current
legislative requirements, because we expect the
new approach to lead to higher compliance levels.
Low High
Optimising the healthy homes standards:
Landlords may incur some administrative costs
due to the new requirement to provide tenants
with compliance documents upon request. While
acknowledged here for completeness, the cost to
a landlord’s time of providing documentation they
are already required to hold will not be material.

Regulator The regulator will incur some one-off operational Low Medium
(MBIE) costs associated with updating operational
policies and procedures, staff training and
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Rent setting — rent increases: The changes will Low Medium
provide tenants with greater certainty and stability
around rental costs and provide more time to
prepare for potential rent increases. Tenants may
feel more comfortable raising maintenance issues
with their landlord over the course of a tenancy
without needing to consider whether doing so
would lead to a retaliatory rent increase.

Rent setting - rental bidding: The changes will Low Medium
provide tenants with greater certainty over rental
costs as the rent advertised will more likely be the
rent paid for the property. Tenants will retain
some control over their rental cost because they
will be allowed to offer to pay more rent where
they wish to.

Privacy: Legal powers will be clarified in relation High Medium
to name suppression so that operational policies
can then be considered to improve privacy and
reduce adverse effects for tenants enforcing and
when tenants have successfully enforced their
rights where it is reasonable to do so or defended
a case, the default will be that identifying details
will be removed.

Assignment and break-lease fees: Tenants who Low Medium
suffer an unforeseen change in circumstances
and need to assign their interest in a fixed-term
tenancy to another person would not have the
merits of that request treated differently on the
basis of whether or not a clause in their tenancy
agreement prohibits assignment.

Tenants will also be empowered to assess and
enforce compliance with the laws around fees
charged upon consent to assignment, subletting
or parting with possession of the premises,
leading to increased compliance and ultimately
less unreasonable fees being charged to tenants. | Low Medium

Optimising the healthy homes standards: Tenants
will be able to request compliance documents,
empowering them to assess and enforce
compliance. Benefits from decreasing complexity
by requiring only one compliance statement will
sit with landlords and not affect tenants.

Regulated s 9(2)(f)(iv)
parties:
Landlords (&
Property
Managers)

Regulatory Impact Assessment - Residential Tenancies Act Reform: Improving Wellbeing | 83



s 9(2)(D(iv)

Fittings: While landlords will have greater
certainty about tenants’ rights and responsibilities,
and the process that must be followed there are
no material benefits to them relative to the status | Low N/A
quo.

Rent Setting: Landlords will not receive any direct
benefits from proposed changes to the duration

between rental price increases or the limitations Low Medium
on rental bidding.

Privacy: While there may be instances where a
landlord could benefit from the removal of
identifying details from Tribunal decisions where Medium | High
this is justified, we expect privacy benefits will
primarily accrue to tenants.

Medium | Medium
Assignment and break-lease fees: Landlords will
not receive any direct benefits.

Optimising the healthy homes standards:
Landlords administrative burden will be
decreased and complexity of obligations will
reduce due to requiring only one compliance

statement.
Regulator There are no immediate direct benefits to MBIE | Low Medium
(MBIE) from the proposed changes, although the regulator

may receive some indirect marginal gains to their
administration of the system from regulated parties
having a better understanding of their rights and
responsibilities.

Tenancy There are no immediate direct benefits to the | Low Medium
Tribunal Tribunal arising from the proposed changes,
although there may be some indirect marginal
gains arising from the clarification of the law, in
particular in relation to fittings which make it easier
for adjudicators to deliver consistent decisions.

NZ Public Public Good Benefits: Improved tenant wellbeing | Low- Medium
— as a result of these proposed changes and Medium
those addressed in the companion regulatory
impact assessment - form part of the social
foundations that enable tenants to realise
improved health, education and employment
outcomes. These outcomes have broader public
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What are the underlying assumptions or uncertainties, for example, about
stakeholder motivations and capabilities, and how will these risks be mitigated?
Risk of increased business risks could result in rental increases, closer vetting of tenants
As noted in section 5.3, there is a risk that the proposed changes may increase landlord’s
business risks and impact on their profit margins. This could affect landlord willingness to

rent, the amount of rent charged and could lead to more stringent vetting of tenants.
s 9(2)(H(iv)

If any of the policy changes in the paper, or the cumulative effect of the package as a
whole, lead to market rent increases, this may result in increased costs to the Crown at the
margin. For example, increases to the Accommodation Supplement. More stringent vetting
of tenants may make it difficult for some tenants to find private rentals, and may increase
costs to the Crown of public housing.

The likelihood of the proposed changes resulting in rental increases is uncertain. As noted
in section 5.3, there are a wide number of factors that affect rent.

As noted in section 5.3, the risks are partially mitigated by other elements of the reform
package. The Regulator’s information and education campaign will play a key role in
ensuring both landlords and tenants have an informed view of the implications of the
changes.

There is a risk of increased homelessness, but also a possibility that homelessness may
reduce

Homelessness could increase if landlords exit the rental market. This could increase costs
to the Crown in spending on Emergency Housing Special Needs Grants, transitional
housing and public housing.

However, the likelihood of rental supply contracting because of the proposed changes is
considered low. Landlords choosing to sell investment properties would only bring about
negative impacts for the market if that action resulted in a net reduction in rental supply,
such as when the future owner used the property for a different purpose. Sale from one
investor to another would not have material consequences at the macro level.
Alternatively, if the sale of the rental property is to a first homeowner, then the rental
property that homeowner was occupying becomes available in the rental market.

The privacy changes could lead to less discrimination against tenants that have enforced
their rights or have a legitimate privacy concern, reducing the risk of homelessness for
these people.

Regulated Parties’ Understanding:

There is a risk regulated parties do not understand the proposed changes and therefore do
not comply with them. This risk will be mitigated by a comprehensive information and
education campaign.

s 9(2)(D(iv)
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Fittings policy risks

While the Fittings policy simply embeds rights that already currently exist, there may be a
perception of increased risks. Any risks are partially mitigated by the requirement that the
tenant reinstate the property to a reasonably similar condition following any minor fittings

at the end of the tenanc

There may still be uncertainty around whether tenants reinstate, even if they are legally
required to do so. If landlords have to take action to enforce this it may increase costs to
them and increase their administrative burden.

Risks for the other sections are noted in the general section above.
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