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Introduction

1.

Ashburton District Council (Council) welcomes the opportunity to submit feedback on the Retirement
Commission’s 2025 review of retirement income policies.

This submission has been prepared by Council officers, approved by the Chief Executive and the Mayor
of Ashburton District Council.

Located an hour’s drive south of Christchurch, more than 38,400 residents live in our district.
Approximately 50% of our residents live in the main town of Ashburton, with the rest living rurally or in
smaller towns or villages across the district.

The Ashburton District (the District) has an aging population, with a higher proprotion of residents aged
65 and over (23%) compared to the national average (16.5%)2 Our district has a median age of 40.1
years, compared to the national median of 38.1 years®.

Council owns and operates 102 elderly person housing units across Rakaia, Methven, and Ashburton.
These units serve some of the most vulnerable members of our community—low-income elderly
residents who do not own a home and have limited means to secure accommodation.

2025 review - terms of reference

6.

Council notes that the terms of reference for the 2025 review of retirement income policies have been
supplied to the Retirement Commissioner, as required by section 84 of the New Zealand
Superannuation and Retirement Income Act 2001.

Council’s submission is in relation to the evolving environment in which the policies operate. Our
submission is focused on the changing rates of home ownership, in combination with an aging
population structure.

Council would like to highlight the Retirement Commissioner’s purpose statement, which notes that
the retirement income system sits within the broader government provision of infrastructure also
needed to enable older New Zealanders to live well, such as health care, housing and transport.

Key trends for the Commission to Consider

9.

Council notes the following findings presented in the NZIR report to Te Ara Ahunga Ora Retirement
Commission*

! Infometrics, Regional Economic Profile, 2024

2 Infometrics, Regional Economic Profile, 2024

3 Stats NZ, place and ethnic group summaries, 2024

4 Aotearoa New Zealand in 2050: Preparing our retirement income policy for the future, 2025
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e There is a portion of the population currently aged 40-65 who have not had the opportunity to
contribute to KiwiSaver for their full working lives. This cohort will likely be disadvantaged during
retirement due to their limited ability to generate compounding returns through KiwiSaver.

e The high cost of living creates significant difficulty for people to accumulate personal savings
outside of KiwiSaver.

e The number of people aged over 40 will increase by a third, and the number of people over 65
will increase by about half by 2050.

e Today, 14% of people over the age of 65 still pay a mortgage, and 20% pay rent. It is projected
that the proportion of retirees paying rent could reach 40% by 2048.

e 40% of retirees rely on New Zealand Superannuation (the pension) as their only form of income.

e There is a high level of uncertainty around future home ownership trends, raising questions
about the ‘golden assumption’ of retirees owning their homes outright - a crucial factor
underpinning the adequacy of the retirement income system.

10. Council is concerned that there aren’t enough affordable rental options to meet the growing demand
of elderly renters over the next 25 years.

11. We suggest that the gap will continue to worsen unless central government puts Councils on an even
playing field with other social housing providers and allows Councils to access the income related rent
subsidy (IRRS) and operating supplement to maintain their portfolios. Alternatively, government
should allow Councils to redirect their portfolios to public housing providers to retain the number of
affordable housing units available in New Zealand.®

Market Rent is Unaffordable for Elderly Renters

12. We note the various accommodation options for those who do not own a home, including public
housing through Kainga Ora or other registered community housing providers (CHPs). Other options
include private rental options through local Councils, affordable rental providers, or market rate
landlords. However, many of these options may not be suitable for low-income retirees.

13. Council suggests that retirees who rely solely on the pension as their only source of income will face
significant financial hardship if they attempt to access market rate housing given that the current
superannuation rate is less than the average weekly rent in New Zealand.

14, Consequently, a greater proportion of the population will need to access public housing and affordable
rentals to secure accommodation throughout their retirement.

The Public Housing System is Already Under Pressure

15. The public housing system is already experiencing significant demand, with over 19,000 applicants on
the national waitlist. Furthermore, not all social housing units are suitable for retired people, as single
retired applicants are likely only to be considered for one-bedroom units which make up a limited
percentage of the total public housing portfolio.

16. The public housing system is designed to respond to areas with the highest deprivation rates, not areas
with higher-than-average aging populations. This could create future situations where low-income
retirees compete for social housing against thousands of others in genuine need, potentially outside of
their hometowns.

5 Until 2022, Councils could transfer their portfolios to a registered CHP who could then receive IRRS on the redirected units. This
meant that Council portfolios, although operated by a CHP, could be maximized to support low-income tenants.
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17. Council suggests that central government could better support this cohort by allowing Council access
to the same level of government funding as other social housing providers so that Councils can
continue to provide affordable housing to elderly renters.

Affordable rental providers like Councils could be part of the solution

18. Councils and other affordable rental providers can play a key role in supporting low-income elderly
renters, taking pressure off the public housing system.

19. Currently, Councils across New Zealand provide around 12,000 tenancies, most of which are dedicated
to those aged 65 years and over. Councils collectively make up one of the largest affordable rental
providers in New Zealand but do not receive any form of support through IRRS or the operating
supplement from the government to support their operations.

20. Using Ashburton district as an example, there are 1,107 people over the age of 65 who do not own, part
own, or hold a home in a family trust®, that is 10 times more than the estimated number of 1-bedroom
units available below market rate in the district.

21. Of the estimated 170 one-bedroom units offered below market rate, Council owns and operates 102,
making us the largest one-bedroom unit provider in the district, operating 58% of the market.

But Councils, tenants, and communities are being unfairly disadvantaged

20. Many Councils are under increasing pressure to sustain their current portfolios. Without Government
supportitis unlikely that Councils will be able to retain their portfolios as affordable housing for elderly.

21. Councils rely on rental income to sustain their operations. The issue with this model is that the capital
expenditure associated with maintaining the portfolio often exceeds the income received by charging
below market rate rent to tenants. This results in a funding gap that is often bridged by rates input.

22. The current system has created disparity between providers, leaving local ratepayers to foot the bill in
communities that have a genuine need for affordable housing for the elderly.

23. Additionally, most tenants in Council housing would otherwise be eligible for IRRS but cannot receive
it because they are Council tenants. Council questions why those eligible for IRRS are not treated
equally in the housing system.

24. Itis Council's view that low-income elderly tenants should be able to access support regardless of who
their landlord is. Furthermore, ratepayers shouldn’t have to support social housing provisions in their
communities when they are already paying central government tax that should adequately support
those provisions.

Without the same level of funding, Council housing could be lost to the open market

25. Ashburton District Council, along with many others, have struggled to sustain housing services within
their current level of income. The reality of not having central government funding leaves Councils
across the country with the same four choices:

Increase rents

Partially fund the service using rates

Lease/ transfer the service to an alternative provider
Exit the service

o 0o oo

26. Many Councils have had to divest or partly divest their portfolios to protect tenants and ratepayers from
increases in contributions.

6 Stats NZ place summaries, 2024
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27. Until 2022, Councils could transfer their portfolios to a registered CHP who could then receive IRRS on
the redirected units. This meant that Council portfolios, although operated by a CHP, could be
maximized to support low-income tenants.

28. Removing this ability has consequences for the overall number of affordable rentals available.
Community Housing Providers are now increasingly unwilling to take over Council housing portfolios
without IRRS support. This means that Councils who can no longer sustain their housing operations
have limited choices, either they increase rents over the threshold of affordability or divest their
portfolios on the open market. Either option results in a reduction of affordable rental stock available
to low-income renters.

29. Recommendation: The Commission and central government should utilise Council portfolios to
support the growing market of low-income elderly renters over the next 25 years. We recommend
instating Councils on an equal playing field with other social housing providers.

The value of IRRS for Councils
30. Granting Councils access to IRRS would allow us to run a cost-neutral sustainable service focused on
portfolio growth.

31. Assuming 85% of our tenants qualified for IRRS, we estimate that our rental income would increase by
around $900,000 per year, providing us with the ability to keep rents affordable for tenants and run the
service without the need for rate input.

32. The additional revenue would fund cyclic renewals on existing units and allow us to create a long-term
strategy to grow the portfolio over time.

33. Recommendation: The Commission and central government should support low-income elderly
renters through targeted housing portfolios like Council’s so that those already providing services
to this cohort can continue to do so over the next 25 years.

2022 review recommendations

34. Council notes that topic 9 of the 2022 terms of reference intended to review how diverse housing
options for seniors would have different impacts on pre-retirement savings and retirement income.

35. We note that arecommendation of the 2022 review was to raise the accommodation supplement asset
limit to $42,100 to allow a greater proportion of the population 65 and over access to additional income
support, resulting in a lower proportion of their main source of income being spent on accommodation.

36. Recommendation: The Commission should include this recommendation as part of the 2025 review
recommendations. We support the commentary and recommendations made by Dr M. Claire Dale
(PIE Commentary 2025-1)7 to adjust the accommodation supplement asset limits to reflect the
reality and the duration of living costs, particularly for retirees who do not own their own home.

37. Ashburton District Council thanks the Retirement Commission for the opportunity to provide this

submission.
NEIL BROWN HAMISH RIACH
Mayor Chief Executive
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