NP

& MINISTRY OF SOCIAL

Hi. DEVELOPMENT
%. I

TE MANATU WHAKAHIATO ORA

17 SEP 2018

Dear

On 24 July 2018 you emailed the Ministry of Social Development requesting, under
the Official Information Act 1982, the following information:

e All briefings, notes, aides-memoire and documents requested from the
Ministry of Social Development by the Minister for Social Development
regarding benefit obligations and sanctions.

To ensure the comprehensiveness of this reply I have included all documents that
have been sent to the Minister for Social Development regarding benefit obligations
and sanctions, not just those requested by the Minister. Please find attached the
foliwing documents that are in scope of your request:

e ‘'Repeal of Section 70A and the Families Package’, dated 10 November 2017
e ‘'Repealing section 70A: Consequential amendments to the Child Support Act
1991/, dated 15 March 2018.

Some information is withheld under section 9(2)(f)(iv) of the Official Information Act
as it is under active consideration. The release of this information is likely to
prejudice the ability of Government to consider advice and the wider public interest
of effective government would not be served.

You will note that the names of some individuals are withheld under section 9(2)(a)
of the Act in order to protect the privacy of natural persons. The need to protect the
privacy of these individuals outweighs any public interest in this information.

The principles and purposes of the Official Information Act 1982 under which you
made your request are:

e to create greater openness and transparency about the plans, work and
activities of the Government

e to increase the ability of the public to participate in the making and
administration of our laws and policies

« to lead to greater accountability in the conduct of public affairs.
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This Ministry fully supports those principles and purposes. On this basis the Ministry
intends to make the information contained in this letter and any attached documents
available to the wider public shortly. The Ministry will do this by publishing this letter
and attachments on the Ministry of Social Development’s website. Your personal
details will be deleted and the Ministry will not publish any information that would
identify you as the person who requested the information.

If you wish to discuss this response with us, please feel free to contact

OIA Requests@msd.govt.nz.

If you are not satisfied with this response regarding documents sent to the Minister
for Social Development about obligations or sanctions, you have the right to seek an
investigation and review by the Ombudsman. Information about how to make a

complaint is available at www.ombudsman.parliament.nz or 0800 802 602.

Yours sincerely

eth—

Casey Pickett
Actting Policy Manager, Employment and Income Support National Office
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Report

MINISTRY OF SOCIAL

Date: 10 November 2017 Security Level: IN CONFI &

To: Hon Carmel Sepuloni, Minister for Social Developmegt\x @
o /\ N

Repeal of Section 70A and the Families

Purpose of the report

1 In your manifesto you committed to repealing se
1964 (the SSA). This section applies a reductionys
who does not identify the other parent of t e@
Support, subject to some exemptions.

2 There is an opportunity to repeal thi
the Families Package. Repealing secti

Package to increase incomes of lo

section 9(2)(f)(iv) Active consideration ~— (‘\_\%\)
e\ R
3  We ask you to indicate W;Jst in section 70A alongside the Families
Package. If you dow eed, @n will need to be discussed with the
Minister of Finance other arigl colleagues involved in the Families

Package, given the ant fi lications.
There are cons jal im e Child Support Act 1991 (the CSA) and for
ection 7 pealed. If you are interested in progressing this
Itation with;
i hether section 70A of the Social Security Act 1964 meets its
ROlicY ob of encouraging sole parents to establish paternity and apply for Child

d advice from, Inland Revenue will be sought.

S t, blut remove the benefit reduction for failure to do so
@ a\that officials will provide you with further advice on allowing Inland Revenue to
minister exemptions to Child Support obligations
4 note that repealing section 70A would cost at least $25 million per year which could
increase depending on any decrease in compliance with Child Support obligations

2 no%t repealing section 70A would maintain the obligation to apply for Child

5 note that the Ministry of Social Development considers it feasible to implement the
repeal on 1 October 2018
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EITHER

6 indicate your interest repealing section 70A alongside the Families Package

Agree /|Disagree

OR
7 Section 9(2)(f)(iv) Active Consideration

8 raise this option at the Families Package Ministers’ meeting on Tu k‘fpdove
at 5pm

9 forward this report to the Ministers of Finance, Housing an@n evelop

Disagree

- G \ Ds
7 <
Simojh MacPherson @ Date \ ‘
Deputy Chigf Executive Policy St
- X ©§

—

. >
Hon Carm Seﬁﬂ%{l/ Date
Minister 2 ciabDeve opw

S
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The Ministry has previously considered the effectiveness of section

70A

5 Inyour 2017 election manifesto, you committed to repealing section 70A of the SSA.
Section 70A applies a reduction to the benefit rate of a sole parent who does not

identify the other parent of their child in law and/or apply for Child Support, subject
to some exemptions.

6 The benefit is reduced by $22 for each dependent child for whom the client refuses or
fails to meet their Child Support obligations. After 13 weeks a further $6 a week

reduction may be applied once only per client, regardless of how many of that client”
children the $22 reduction applies to. %

the cost of raising their child.

7  The policy's intent is to encourage the establishment of paternity catiorfg’for,
Child Support. This ensures the other parent takes responsibi tribute

8  An exemption to the benefit reduction is applied if the Minist satisfied tha E
. there is insufficient evidence available to establi is in la r parent
. the client is taking active steps to identify j is the@ ent

o the client or their child(ren) would be [.' enc t carried out
or took steps to meet their Child Suppé @ ions
. there is another compelling circu or’the client’s failure to meet their
Child Support obligations and t eal likelthbod af Child Support being
collected, or
. the child was conceived as a re f inge al violation.
9  As at March 2017, 13,268 « g-age Sol @ﬂ) upport and Jobseeker sole
YOV pla cting 16,842 children. Note that we can
i equest
It is unclear whether @ n%ii ’5-policy objective
10 In October 201 as o the previous Minister for Social

Development,o er s% meets its policy objective to encourage the
a

establish f \paternity lications for Child Support. The advice concluded

that:
:g Wi
ardd to other sole parents, clients affected by a reduction have a higher
ihood of long-term welfare receipt and hardship. However, clients with a
enefit reduction are no more likely to access hardship assistance than other
ole parent beneficiaries.

L]

@ Sole Parents consider applying for Child Support in the context of the best
interests of their children. If the parent decides to sever all contact with the
other parent, and not apply for Child Support, the benefit reduction can penalise
them for making a choice they view as being in the best interests of their child.

. Research from the mid-2000s identified several problems with the administration
of this policy, which meant that many clients did not understand the policy.
Anecdotal evidence suggests this has continued.

o Work and Income offices do not provide the most appropriate environment for
discussing the sensitive subject matter of exemptions from a reduction.
However, the number of exemptions granted has increased every year since
2006.

licy amongst clients and case managers as a significant

o of interview specialists were tasked with interviewing every
nefit reduction, which led to a significant increase in compliance
pport obligations. This practice has ceased since 2009.
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11 The Ministry recommended undertaking further research to inform future policy
decisions.

There is an opportunity to repeal section 70A alongside the
Families Package

12 The Government has committed to passing legislation for the Families Package within
the first 100 days of being in Government. This includes amending the SSA.

13 The goal of the Families Package is to increase incomes of low- and middle-income
families. Repealing section 70A would increase the incomes of the 13,268 low- mcom
sole parents who currently have a benefit reduction in place. This ali with the
goals of the Families Package.

14 While your broader legislative priorities would also be likely to ali he ai
the Families Package, the repeal of section 70A is the only o asie
progress in the timeframe of the Families Package proces g this sek m of
legislation is relatively simple as it does not require any signi t chapnges to O her
legislation. Advice on the costs and potential |mple ion date is
paragraphs 25 and 26 below. />

PN
15 Section 9(2)(f)(iv) Active Consideration A @ <
NOMEN

°<

Repealing section 70A would
Support, but remove the benéfit

Ra/ﬁ to apply for Child

the SSA However, only the Mihige @ velopment (MSD) can administer the
¥ S 9,

ne. Anecdotal evidence suggests clients
nd Revenue staff.

17 Section 70A of
reduced if
one of th

rate of benefit for a sole parent shall be
do MO eir Child Support obligations, and do not meet
on criteria. re is no discretion for MSD to stop the practice.

t wi other sanctions, which have a higher degree of discretion. This
is required to stop the benefit reductions.

obthe SSA would remove the benefit reduction, but keep the

18

e Currently, clients in receipt of Unsupported Child’s Benefit are
hey have an obligation to apply for Child Support, but do not
reduction if they do not.

f wi l still have conversations with clients about establishing paternity and
: or Child Support, as the Child Support obligation still remains. Child
ort forms will be provided alongside benefit applications for sole parents. This
0 des the opportunity to support sole parents to meet their Child Support
bligations. However, there would be no benefit reduction as a result of the
conversation,

20 Consequential changes will be required to the CSA to remove reference to the benefit
reduction, which would be passed with the repeal of section 70A. This is an
opportunity to consider whether Inland Revenue can apply exemptions as well as
MSD. Officials will provide you with further advice, after consulting with Iniand
Revenue, on whether this is appropriate and how it could be operationalised.
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Repealing section 70A would cost at least $25 million per year

21 The direct cost of repealing the policy would be approximately $25.5 million in its first
year, and $100 million over four years. This is the amount of extra benefit that would
be paid as a result of not applying the reduction.

22 The Child Support collected by Inland Revenue is retained by the Crown to offset
benefit costs. In 2016, $186.5 million was offset. As we were unable to conclude
whether the policy was achieving its policy objective, we cannot predict the likely
behavioural change of repealing section 70A. Repealing section 70A could provide an
incentive for clients not to apply for Child Support and establish prlvate Child Support
arrangements with the other parent. This is because clients would r their fuII
benefit rate and receive the child support paid privately.

23 A decrease in compliance would reduce the amount of Child S ned by
Crown to offset benefit costs, increasing the total cost of re a ally
considerably,

24 You may wish to consider the cost of the repeal in reladgn, to a\/ oth,erj;ﬂqriti you
may wish to progress in the short term.[Section 9(2)(f)(i) @etjv@Considerations — > |

Section 9(2)(f)(iv) Active Consideration (Q:w ’
S == = — SN A Q\ —

Operational costs and implementati e’ N\

25 Repealing section 70A requires change %per a\l\ ctices and IT
systems. MSD would also communic d clients and provide
information to MSD staff. Operatio e a one-off cost of
between $500,000 and $1 million.

communications material. There~wou 30 inor operational and system
impacts for Inland Revenue @
26 MSD does not recomm livep io¥ i

Next Steps
27 If you int t in repealing section 70A alongside the Families Package,
i the agree of your Ministerial colleagues. If you do wish to repeal
v., amilies Package, we recommend
O eport to the Families Package Ministers, including the Ministers
f Fin ing and Urban Development, Revenue and Children
. di e option at the Families Package Ministers’ meeting on Tuesday 14

at S5pm.

Se@é}z iv) Active Consideration

| Policy Analyst, Employment and Income Support Policy.
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Report
Date: 15 March 2018 Security Level: BUDGET SENSITIVE
To: Hon Carmel Sepuloni, Minister for Social Development

Hon Stuart Na i f Inlan venue

Repealing section 70A: Consequential ame nts tothe
Child Support Act 1991 @
Purpose of the report & %
1 This report advises you of amendments required.t 991 (the

CSA) as a consequence of repealing section 7
SSA). It also seeks your decision on the b
repeal and consequential amendments.

Recommended actions
It is recommended that you: @ :
1 note that Child Support neficiariassits in both the Child Support Act 1991
and Social Security Act % %
2 note that repe ion 7
sole parentscwho t meets
f' riAct

ocial Security Act, which reduces the benefit of
¢ Child Support obligations, will require changes

Social Security Act

to both uppo
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Agree / Disagree Agree / Disagree

Agree / Disagree
Fiona Carter-Giddings )
General Manager _
Employment and Income Support Poli@ Ifland Revenue
1572/ 20\ @ R,k
< ") n

i AI"A
NNy
Policy Manage

E

Hon CarmelSep \\ Hon Stuart Nash
Minister i eveloﬁ@ Minister of Inland Revenue
ZQ @ ..... Y
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Child Support policy for beneficiaries sits in both the CSA and SSA

2  An obligation that a sole parent beneficiary or Unsupported Child Benefit recipient
apply for formula assessment of Child Support is contained in section 9 of the Child
Support Act 1991 (CSA). Section 122 of the CSA also provides these benefit
recipients can be compelled to be a witness against the parent(s) liable to pay chiid

support.

3  Section 70A of the Social Security Act 1964 (SSA) provides (subject to some
exceptions) that a sole parent’s benefit shall be reduced if the parent fails or refuses

to:

« identify the other parent in law, or
apply for Child Support for each dependent child, or
if required, attend and give evidence against the liable parent(s) for child support

during a hearing of a proceeding under the CSA.
@heir

You have committed to repealing section 70A of t
in place,

4  The Labour Manifesto includes a commitment to repeal s

S ion 70A need to be repealed as a consequential amendment to
3 section 70A. This includes sections 9(6), 9(68B), 9(7), which relate to the

10 9)Hv)
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11

12
13

We need Cabinet approval to make the necessa nge 0 the
SSA and CSA r’:\

14 “ -' (iv)

15

File ref: A10305736
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