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�Summary:�tc "Summary"�

At least 159,000 of New Zealand’s poorest families are not receiving all the welfare assistance to which they are legally entitled.

The Department of Work and Income (DWI) has the information showing these families are entitled to receive special benefit but DWI has failed to inform these people of this entitlement and has failed to invite them to apply for this assistance. Worse, DWI has failed to correctly assess the applications these families have made to it for assistance.

Information obtained from DWI shows a minimum of 170,000 people qualify for special benefit based on accommodation costs alone. However, currently less than 11,000 are receiving a special benefit. 

Special benefit is paid where an applicant’s income is insufficient to meet their essential expenses. The Minister has given the Department clear instructions on how it should assess eligibility for special benefit but the Department has consistently failed to follow these instructions.

In monetary terms, welfare payments to the poorest families in New Zealand are being underpaid by at least $130 million per year and possibly by as much as $440 million per year.

Since 1995, the evidence suggests there has been a deliberate policy by the Department to reduce spending on special benefit. Though, since 1995, the eligibility criteria for special benefit has become progressively more relaxed and the number of people who qualify has increased, the number of people actually receiving special benefit has dropped by more than 70%.

The consequence is that the families who have been denied their correct benefit entitlements have been forced further into debt with the Department in order to meet their most basic and essential needs such as accommodation.















Note To The Second Edition

Shortly after the first edition of this report was released on 30 July 2000 the Department of Work and Income’s annual statistical report for the year ending June 1999 was published. With this second edition we have therefore taken the opportunity to incorporate data from the Department’s statistical report and also make some minor corrections to the first edition.

�Recommendations:�tc "Recommendations"�

1)	As an immediate step, there needs to be significant alterations to the way that special benefit is administered. Department staff need to be provided with a clear instruction to invite applications where costs known to the Department would attract special benefit entitlement under a formula assessment. Staff can be assisted in this task were the Department’s computer systems programmed to ensure that staff are automatically alerted to potential eligibility to special benefit when costs are entered into the computer system. The Department’s development of the new benefit calculator DREW� means that this recommendation is a realistic option that would require little alteration to the Department’s computer system.

2)	That an immediate investigation is undertaken to accurately determine the full extent of the numbers of people eligible for special benefit and an effective process is put in place to ensure that all those that meet the formula assessment criteria are invited to apply for special benefit.
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�Introduction:�tc "Introduction"�

This report provides a conservative estimate of the number of beneficiaries entitled to receive special benefit. The estimate is based on the relationship between accommodation costs and eligibility for special benefit. The report also looks for an explanation of the dramatic drop in the number of people receiving special benefit over the last six years.

The starting year for the report is 1995 because in that year the High Court found the Department’s administration of special benefit to be unlawful�. This report, therefore, looks to see if there has been any significant change in the administration of special benefit since that finding.

Also, in early 1995 a new and more detailed Ministerial Directive concerning the assessment of special benefit was introduced. The basic format of this new directive has remained essentially unchanged since its introduction in 1995.

A Conservative Estimate of Current Special Benefit Entitlement��tc "A Conservative Estimate of Current Special Benefit Entitlement"�

The following estimate of the number of people entitled to special benefit is conservative in that it underestimates the actual number of people who would qualify for special benefit. The estimate uses the highest accommodation cost special benefit entitlement threshold for beneficiaries�, excludes superannuitants and veterans pension recipients from the estimate, and excludes everyone with non-benefit income. Even with these exclusions, the estimated number of people eligible for special benefit is more than 17 times the number currently receiving it.�

Two estimates are provided. The first estimate is as of January 2000. The second estimate is as of 1 July 2000. The change in the 1 July 2000 estimate is primarily due to the government’s removal of the $5 standard deduction used in the special benefit formula assessment. The Budget estimated the removal of the standard deduction would mean a 10% increase in the number of special benefits paid while the Department estimated there would be a 5% increase in the special benefit take-up rate.� However, as can be seen below, both the budget and the Department’s estimates significantly underestimate the real increase in the number of people eligible for special benefit due to this change. 

�January 2000 Estimate�tc "January 2000 Estimate"�

The first step is to determine the number of beneficiaries with accommodation costs over $146 per week who are in receipt of an accommodation supplement. The reason for this step is that any beneficiary, prior to 1 July 2000, would qualify for a formula assessed special benefit if they had accommodation costs of $146 per week or more and had no non-benefit income�. As of 28 January 2000 there were 123,729 beneficiaries with accommodation costs over $146 per week.

The next step is to eliminate those beneficiaries with non-benefit income. Of those beneficiaries with accommodation costs over $146 per week, 17,890 receive an abated accommodation supplement and therefore have some non-benefit income. Therefore there were 105,839 beneficiaries with accommodation costs over $146 per week with no non-benefit income.

It follows then that 105,839 beneficiaries met the formula assessment criteria for special benefit as of 28 January 2000. However, less than 1 in 10 (10,269) were actually receiving a special benefit.

Therefore, as of 28 January 2000, at least  95,570 people, though eligible for special benefit under a formula assessment, were not receiving one.

July 2000 Estimate�tc "July 2000 Estimate"�

Again, the first step is to find the number of beneficiaries with accommodation costs over $129 per week. The $129 figure is from Table 2 and is the highest special benefit accommodation cost entry threshold for any category of beneficiary from 1 July 2000 onward. Step two is to remove from the estimate all those people that have any non-benefit income.

As of 23 June 2000, there were 178,351 beneficiaries with accommodation costs over $129 per week�. Of these only 8,075 received an abated accommodation supplement (indicating they had some non-benefit income). 

Thus there are now 170,276 beneficiaries with accommodation costs over $129 per week who had no non-benefit income and were therefore entitled to special benefit under a formula assessment. This is an increase of about 64,500 since January 2000.�

Therefore, as of 1 July 2000, at least  159,000 people, though eligible for special benefit under a formula assessment, were not receiving one.

Special Benefit Assessment Process�tc " Special Benefit Assessment Process"�

Assessment of entitlement to special benefit, according to the Ministerial Directive, is a two-step process:

The calculation of entitlement according to the “formula assessment”, then, 

Consideration of the applicant’s special or unusual circumstances, if any, that may justify a departure from the formula assessment.�

In addition, the Ministerial Direction requires that “where practicable” those receiving special benefit “receive appropriate advice” so that “...where possible, their need for a special benefit is eliminated or reduced within 6 months...” In this regard, the Directive states, priority is to be given to those whom receive a grant of more than $50 a week. It should be noted that this instruction does not authorise the Department to stop special benefit payments after 6 months without an assessment of continued entitlement.�

The estimate provided above uses only the first step in the assessment process. Given the publicly available information, it is not possible to provide an analysis of how entitlement would be affected by an application of the second step. However, the formula assessment does provide a “bottom line” for entitlement. The Ministerial Directive instructs the Department that, subject to consideration of special circumstances and a cash assets test, “you should regard as justified the fixing of a special benefit at [the formula assessed rate]...”� [emphasis added]

The High Court� found, in general, the formula assessment sets the minimum level for special benefit payments and that special or unusual circumstances were to be used to decide whether or not to pay a higher rate than the formula assessed rate.

Although the Directive considered in the Ankers case is not the Directive in force today, the language used in both is very similar with regard to the status of the formula and the basis for departing from the formula. In Ankers Justice Thorp, while noting that the formula assessment was only a guide, stated;

 ... the mandatory language of the direction “you shall be satisfied” can only be given effect if formula assessments are to have effect as a lower limit and not be open to general review. Were this not so the language of the directions should have been permissive, not mandatory: and further, a very different set of instructions to staff would be necessary.�

The phrase “you shall be satisfied” in 1995 and “you should regard justified” since 1995, are both mandatory. The phrases used to indicate the standard for departure from the formula assessment in 1995 were “special circumstances” and “exceptional circumstances” where as now the phrase used is “special or unusual” with regard to the applicant’s circumstances.� Thus the determination in Ankers still applies to the current directive.�

Therefore, though this report’s estimate is restricted to the first step of the assessment process this does not reduce the generality of the report’s findings. Further, the level of accommodation costs which qualify a recipient for special benefit are so low the instructions given to the Department about the administration of special benefit, regarding applicants reducing their costs, become almost inoperative.� As noted above, as of 1 July, any beneficiary with accommodation costs over $129 per week, apart from superannuitants and veterans, qualifies for special benefit.

The Department’s official position has always been that special benefit is a highly discretionary benefit.� In a sense this is true, however, the exercise of discretion can only take place after an application has been taken and only after a formula assessment has been completed. Therefore, it is not open to the Department to explain the extraordinarily low number of special benefits being paid as being due to the exercise of this discretion. Also, the number of recorded applications has dramatically dropped from 1995 so that by 1998 recorded applications were down by over 50% and are now likely to be less than 16,000 (a drop of over 73% from 1995). So recorded applications are running at less than 8.5% of the number of beneficiaries who are entitled to special benefit.

Changes to the Standard Deduction: 1995 - 2000�tc "Changes to the Standard Deduction: 1995 - 2000"�

The standard deduction, used in the formula assessment of special benefit, is the amount by which one’s essential costs must exceed one’s net income before payment of special benefit is made. The standard deduction at the beginning of 1995 was $20 but was reduced to $10 in May 1995, and in 1997 it was reduced again to $5. As of 1 July 2000 the standard deduction has been removed.

Therefore, from 1995 through 2000, all else being equal, one would expect the number of people qualifying for special benefit to have increased, this being the only significant change to the special benefit assessment process. A Cabinet report in 1994� estimated the number of new people that would qualified due to reducing the standard deduction from $20 per week to $10 per week would be 17,000. The same report estimated that if the standard deduction were reduced to $5 per week then there would be 22,000 newly qualified special benefit recipients. At that time there were about 35,000 special benefits being paid. The fact that the number of special benefits has fallen so dramatically since 1995 therefore requires some explanation.

The Department’s Administration of Special Benefit�tc "The Department’s Administration of Special Benefit"�

Clause 5 of the Ministerial directive governs the administration of special benefit. The instructions are quite short and are quoted in full below.

5	Administration of the Special Benefit programme

5.1	In administering the programme of special benefits, you are to ensure that where practicable, persons receiving special benefit under the Act receive appropriate advice with the objective that wherever possible, their need for a special benefit is eliminated or reduced within 6 months after the later of -

(a)	The date of any grant of a special benefit after the date of this direction; or

(b)	Any review of a special benefit after the date of this direction

5.2	Cases where special benefit is being paid at a rate of more than $50 a week should receive priority under clause 5.1.

There are a number of features to these instructions that are important to bear in mind.

there is no maximum time limit imposed on the period a special benefit can be paid.

the objective is that wherever possible the need for special benefit is eliminated or reduced within 6 months.

the advice given must be appropriate to the person’s situation.�

where the need is not eliminated and there are no appropriate steps that can be taken to eliminate the need then eligibility continues.

It is the Department’s official policy for there to be a review 3 months after the initial grant of special benefit, then reviews every 6 months after that. The Department’s official policy is that there is no time limit on the period for which a person can receive special benefit.

1.3.2	A Special Benefit is not intended as a long-term solution to the applicant’s financial shortfall.  It is instead paid to help applicants meet their essential living costs while they make efforts to reduce their commitments and live within their usual income.  However, a Special Benefit can be paid for as long as the applicant’s hardship or other circumstances justify continuation of the grant.�

[emphasis added]

However, the instructions and training given to front-line staff have resulted in a wide spread belief within the Department that special benefit can only be granted for a maximum of 3 or 6 months. A variation on this theme is extending payment beyond 3 or 6 month only if there are exceptional circumstances�. Another very common approach adopted by the Department is to reverse the Ministerial Directive’s assessment procedure. Thus the Department first decides whether or not there are special or unusual circumstances. If it finds there are no special or unusual circumstances then the assessment procedure stops and the decision is to decline the special benefit application. Only if it is found there are special or unusual circumstances will a formula assessment be carried out. Almost always this results in a payment at the formula assessed rate.

When these practices are raised with the Department’s national office the Department agrees that such practices are wrong�. However, to date, there has been no observable change in practices used by staff at the local level.

Because the number of people eligible for special benefit has increased from 1995 onward, it is difficult to avoid the conclusion that the dramatic drop since 1995 in the number of special benefits paid is due to the Department’s administrating special benefit in such a way as to systematically block access to special benefit.

This conclusion is reinforced by the equally dramatic drop in the number of recorded applications for special benefit. This drop indicates either the Department is not informing people about special benefit eligibility or it is simply not recording applications; or both.

The fact that so few of the people, whom the Department knows meet the formula assessment criteria for special benefit, have been assessed for special benefit means the Department cannot argue the reduction in numbers is due to the discretionary nature of special benefit. For the Department to exercise its discretion in relation to special benefit it must first carry out a formula assessment. Only having done so, can it use its discretion. Further, the use of this discretion is, in normal circumstances, concerned with whether or not to increase the special benefit above the formula assessment. This failure by the Department to invite applications for special benefit means the Department has therefore failed to carry out its clear duty to be proactive with the administration of special benefit.�

The only “administrative” process that can adequately explain the dramatic drop in both applications for, and grants of, special benefit is the Department’s failure to invite applications in the overwhelming majority of cases where it is well aware eligibility exists. Added to this failure is its failure to inform beneficiaries of eligibility where it knows eligibility exists. Where written applications are actually lodged the administrative failure applies to the assessment procedure and the way the Department routinely stops special benefits after 3 or 6 months despite continued eligibility.

Accommodation Costs and the Benefit system�tc "Accommodation Costs and the Benefit System"�

To understand the relationship between special benefit and accommodation costs one needs to consider the interaction of the different benefits. The benefit system is often described as having three tiers.

The first tier is in the form of ‘main’ benefits, generally paid weekly, such as the community wage and domestic purposes benefits.

Second tier assistance are add-ons like disability allowance and accommodation supplement. These are paid for particular types of costs such as disability costs and accommodation costs. These benefits are also paid on a weekly basis along with the main benefit.

Third tier assistance comes in two forms;

one-off assistance such as special needs grants which are intended to assist with particular needs that generally arise out of a particular circumstance where a one-off payment will meet the need, and,

on-going assistance where the cause of hardship is itself on-going. This ongoing assistance is provided by a weekly special benefit paid along with the main benefit.

The criteria for accommodation supplement assumes that applicants can, or should, meet the first 25% to 30% of their accommodation costs from their main benefit before receiving extra assistance in the form of the accommodation supplement.� This amount is known as the accommodation supplement threshold. When a beneficiary pays more than the threshold amount in accommodation costs they can receive an accommodation supplement.�

The accommodation supplement pays 70% of accommodation costs over the threshold but is capped at a maximum amount depending upon family size and the region in New Zealand the person lives.

Thus a married couple on the community wage with two children paying a rent of $180 per week would receive an accommodation supplement of $72. This is less than the maximum accommodation supplement that can be paid to a family of this size no matter where the family lives in New Zealand. With a rent of $180 per week, this family would be expected to pay $108 of the rent from their main benefit of $263.24 leaving them with $155.24 of chargeable income.

Unlike the accommodation supplement, third tier assistance in the form of special benefit is paid on the basis of hardship. When applying the hardship assessment process for special benefit to a situation where the only cost being considered is a person’s accommodation costs the formula assessment is quite straightforward. 

First the applicant’s total net income, excluding tax credits, is totalled. Next, the applicant’s accommodation costs are added to the applicant’s standard costs� to get the applicant’s total costs. If the applicant’s total costs are more than their total net income then the applicant ought to qualify for special benefit.

The second stage of the special benefit assessment should involve looking at the applicant’s circumstances to determine if there are any special or unusual circumstances justifying a departure from the formula assessment. If there are not, the formula assessment applies and the Department “should regard as justified the fixing of a special benefit at” that rate.

In the example above, the standard costs figure for the family is $171.54. Thus this family, after paying their rent, is short of their standard costs by $16.30 per week. Therefore, based only on accommodation cost, this family is entitled to a special benefit payment of at least $16.30 per week.

This example shows eligibility for special benefit begins well before reaching the maximum level of accommodation supplement.� The basic reason is that the proportion of main benefit being used for rent has become too high - in this case 41% - and so there is insufficient left to meet the families other essential costs. It should be noted that this is not the same thing as saying this family is paying a high rent. In Wellington and Auckland a rent of $180 per week for a family of this size would be considered to be quite modest. In some instances beneficiaries qualify for special benefit due to accommodation costs before becoming entitled to any accommodation supplement.

Thus there is a built in tension between the rules for accommodation supplement and those for special benefit. The accommodation supplement requires a beneficiary to pay a certain proportion of their main benefit toward accommodation costs (a proportion that increases with the accommodation costs) while the special benefit is intended to ensure the beneficiary is left with sufficient income, after meeting essential costs, such as accommodation costs, to pay for their other basic living expenses such as food, clothing and electricity.

When the numbers of special benefits granted are compared to the level of recoverable assistance leant to beneficiaries by the Department for accommodation costs� it can be seen that since 1995 the Department’s apparently deliberate withholding of special benefit payments has resulted in an dramatic increase in the amount of debt beneficiaries were forced to incur simply to meet their accommodation costs.

�Accommodation Costs and Special Benefit Eligibility�tc "Accommodation Costs and Special Benefit Eligibility"�

Table 1, below, shows the special benefit entry thresholds due to accommodation costs prior to July 2000. These levels of accommodation costs are such that they qualified a beneficiary for a special benefit under a formula assessment assuming no non-benefit income. If the beneficiary had other allowable costs� then eligibility for special benefit would start at a lower level of accommodation cost. Two worked examples of a formula assessment of special benefit are provided in Appendix Three at the end of this report.

Table 1: Pre July 2000 Special Benefit Accommodation Cost Entry Thresholds�

Benefit�Renting�Own Home���Pre April 2000�1 April - 30 June�Pre April 2000�1 April - 30 June��CW Single 18-19 at home�$  51�$  51�$  41*�$  41*��CW Single 18-19 away from home�$134�$134�$118�$115��CW Single 20-24�$134�$134�$118�$115��CW single 25+�$131�$134�$114�$115��CW Married couple�$146�$146�$116�$118��CW Single 1 Child�$146�$145�$114�$115��CW Single 2 Children +�$144�$144�$109�$111��CW Married with Children�$144�$142�$107�$107��Independent Youth�$134�$134�$118�$115��Widows and Woman Alone DPB�$132�$133�$112�$116��DPB Sole Parent 1 Child�$146�$145�$114�$115��DPB Sole Parent 2 Children +�$144�$144�$109�$111��DPB Care 16-17�$130�$130�$107�$106��DPB Care 18 +�$130�$130�$107�$106��DPB Care Sole Parent 1 Child�$146�$143�$106�$111��DPB Care Sole Parent 2 Children +�$141�$141�$104�$103��Invalid’s 16-17�$130�$130�$107�$106��Invalid’s18 +�$130�$130�$107�$106��Invalid’s Married couple�$141�$141�$104�$103��Invalid’s Sole Parent 1 Child�$146�$146�$106�$111��Invalid’s Sole Parent 2 Children +�$141�$143�$104�$103��Invalid’s Married with Children�$136�$141�$103*�$104*��NZ.Super Living Alone�$199�$211�$164�$211��NZ.Super Single, Sharing�$160�$189�$135�$166��NZ.Super Married Coupe�$188�$241�$149�$201��NZ.Super Couple NQS �$145�$197�$109�$159��NZ.Super Couple NQS pre 1/10/91�$188�$241�$149�$201��* Eligibility for special benefit is reached before eligibility for accommodation supplement



It should be noted that in all cases (at least in Area 1) entitlement to special benefit begins well before reaching the maximum payment of accommodation supplement.

Table 2, below, shows the special benefit thresholds due to accommodation costs that are sufficient to qualify for special benefit under a formula assessment from July 2000 onward. The change from Table 1 to Table 2 is due to the dropping of the $5 standard deduction.

Table 2: 1 July 2000+ Special Benefit Accommodation Cost Entry Thresholds�

Benefit�Renting�Own Home��CW Single 18-19 at home�$36 *�$36 *��CW & IYB Single 18+ away from home�$117�$99��CW Single 1 Child�$129�$98��CW Single 2 Children +�$127�$94��CW Married couple�$129�$101��CW Married with Children�$125�$92��Woman Alone DPB & Widows�$116�$100��DPB & Widows Sole Parent 1 Child�$129�$98��DPB & Widows Sole Parent 2 Children +�$127�$94��DPB Care 16-17�$113�$90��DPB Care 18 +�$113�$90��DPB Care Sole Parent 1 Child�$127�$94��DPB Care Sole Parent 2 Children +�$124�$101��IB Single�$113�$90��Invalid’s Sole Parent 1 Child�$127�$94��Invalid’s Sole Parent 2 Children +�$124�$101��Invalid’s Married couple�$124�$91��Invalid’s Married with Children�$123�$99 *��* Eligibility for special benefit is reached before eligibility for accommodation supplement



The entry thresholds for special benefit, based on accommodation costs, are so low that it would in most cases be absurd to require the beneficiary with this level of accommodation cost to try and reduce it further. Market rents in most major urban areas are significantly higher that these thresholds even at the lower end of the rental market.

The History of Special Benefit Payments: 1995 - 2000��tc "The History of Special Benefit Payments: 1995-2000"�

Since 1995 there has been little change to the legislation governing special benefit. The relevant section under which special benefits are paid is section 61G of the Social Security Act 1964.� The most significant change affecting eligibility for special benefit has been to the Ministerial Directive’s formula assessment which has resulted in a relative relaxation of the criteria for eligibility to special benefit.�

Table 3, below, shows the number of people receiving a main benefit from June 1995 through to the end of December 1999



Table 3: Total Number of Beneficiaries�

Year�Total Number of benefits�% Change since 1995�Number excluding NZ.Super and Veterans�% Change since 1995��June 1995�825,035�-�349,416�-��June 1996�818,186�-0.8�351,726�+0.7��June 1997�826,812�+0.2�367,008�+5.0��June 1998�837,516�+1.5�382,898�+9.6��June 1999�828,998�+1.1�381,785�+9.3��Dec. 1999�853,657�+3.5�410,988�+17.6��

For the years ending June 1995 through June 1999 the number of people receiving a main benefit increased by about 1.1%. When superannuitants and veterans are excluded, the number of beneficiaries increased over this period by more than 9%. This is significant as this report restricts itself to estimating the number of people eligible for special benefit excluding superannuitants and veterans. So, while the numbers of beneficiaries rose by more than 9%, payments of special benefit fell by more than 70% (see Table 4 below). Table 4 shows the number of special benefits actually paid, on a weekly basis, during each of the years 1995 through 2000.

Table 4: Number of Special Benefits�

Year�Number Paid�Change each year�Annual % Change�% Change since 1995��Feb. 1995�37,077�-��-��Feb. 1996�35,032�-2,045�-5.5� -5.5��Feb. 1997�26,596�-8,436�-24.1�-28.2��Feb. 1998�19,911�-6,685�-25.1�-46.3��Feb. 1999�13,466�-6,445�-32.4�-63.7��Jan. 2000�10,915�-2,551�-18.9�-70.6��

The drop, both in the number of special benefits paid and in total expenditure on special benefit, see Table 5 below, therefore cannot be explained by a drop in the overall number of beneficiaries (as the number actually increased over this period) thus there must be some other explanation for this drop. Given the increase in the number of beneficiaries one would, all things being equal, have expected this to have increased the number of special benefits paid.

�Table 5: Expenditure on Special Benefits�

Year�Expenditure (per week)�% change since 1995�Expenditure

(per year)�Change in annual Expenditure since 1995��1995�$ 1,481,226�-�$ 77,023,752�-��1996�$ 1,498,668� +1.2�$ 77,930,736�+$      906,984��1997�$ 1,246,820�-15.8�$ 64,834,640�-$ 12,189,112��1998�$ 1,000,925�-32.4�$ 52,048,100�-$ 24,975,652��1999�$    691,209�-53.3�$ 35,942,868�-$ 41,080,884��2000�$    560,267�-62.2�$ 29,133,881�-$ 47,889,871��

Table 6, below, shows the number of recorded applications for special benefit and the number of recorded applications that were declined. It is important to note the qualification not found in the Department of Social Welfare’s annual report that these numbers relate only to “recorded” applications. For these Department statistics to be a credible record of actual applications one would need to assume there had been either a significant drop in the level of poverty in New Zealand since 1995 or that the eligibility criteria for special benefit had been severely restricted. Clearly neither assumption is the correct.

Table 6: Special Benefit Applications:�

Year�Recorded Applications�% Change since 1995�Applications

Declined�% of Applications Declined��1995�60,378�-�15,959�26.4��1996�55,017� -8.9�12,470�22.7��1997�38,959�-35.5� 8,750�22.5��1998�28,339�-53.0� 6,667�23.5��1999�21,049�-65.1�4,989�23.7��

Table 6 is useful in two respects with understanding what has been happening with special benefit; first, it shows a very significant drop in the number of recorded applications for special benefit, and second, that of those applications recorded, there has been no significant change in the percentage declined. Table 6 indicates that what needs to be explained is more than simply the dramatic drop in the numbers of special benefits being paid but also the equally dramatic drop in the number of recorded applications.

The Department’s explanation for the drop in special benefit payments is given in a very brief comment from its 1998 annual statistical report:

The upward trend in numbers peaked in June 1995. Since then numbers have decreased, primarily due to a more careful application of the special benefit regulations.�

The Department’s rather sanguine account of the drop in special benefit numbers suggests a lack of rigour in its analysis. The same report notes the relaxation in the standard deduction figure but presents this change as an increase in payment to those already in receipt of a special benefit. While those already in receipt of a special benefit did receive an increased payment this change also had the consequence that the number of people that qualified for special benefit under a formula assessment also increased. The Department’s failure to explain why this increase was not reflected in an increased number of special benefits paid is surprising.

The only other change used by the Department to attempt to explain the drop in special benefit numbers is the introduction of the accommodation supplement. However, as explained above, the accommodation supplement does not sufficiently assist with accommodation costs. Beneficiaries, in almost every instance, qualify for special benefit well before receiving maximum assistance via the accommodation supplement.�

The Department’s explanations for the drop in the number of special benefits paid would have more credibility had the numbers of applications also not dropped so dramatically, as applications are, to some extent, a measure of poverty. If applications fall one would assume the level of poverty has also fallen. This “more careful application of the special benefit regulations,” given the drop in both the number of applications recorded by the Department and the number of special benefits granted, appears to have been applied to both the Department’s inviting applications and renewing existing grants. Given the drop in recorded applications, there is a very strong suggestion that applications and requests for assistance were, and are, simply not being recorded.

However, every beneficiary who qualifies for special benefit based on accommodation costs and who receives an accommodation supplement to assist with those costs is deemed to have already applied to the Department for special benefit. � Thus the real level of applications for special benefit is over 170,000� and the real percentage of applications declined is now over 93%.

Put another way, currently the number of people eligible for special benefit, based on accommodation costs alone, outnumbers those receiving special benefit, for any reason, by more than 17 to 1.

Conclusion:�tc "Conclusion"�

The historical evidence shows that since 1995 the Department began a special benefit reduction drive. The result of this initiative is that there are now less than a third the number of people receiving special benefit than there were in 1995 despite more people qualifying for it. This has reduced expenditure on special benefit by more than $47 million per year and resulted in non-payment of special benefit of over $130 million per year. This “saving” has been at the expense of the poorest families in New Zealand. Meanwhile, more beneficiaries are being forced to borrow money from the Department in order to pay for accommodation costs. The level of this borrowing is now over $42 million a year.

We have now reached a situation where at least 170,000 beneficiaries are eligible for special benefit, based on accommodation costs alone, while less than 11,000 special benefits are actually being paid. This means that a minimum of 159,000 beneficiaries who qualified for special benefit, and who the Department knows they qualified for special benefit, are not receiving a special benefit.

At the same time that expenditure on special benefit has been cut by over $47 million per year beneficiaries have been forced to borrow from the Department at the rate of over $42 million per year for accommodation costs (an increase since 1995 of over $22 million a year).

All the information used in the calculation of the estimate of special benefit entitlement is held by the Department. The Department ought to be aware of this significant underpayment of special benefit. In fact, the procedures and problems with the administration of special benefit have been regularly brought to the Department’s attention by advocacy organisations throughout New Zealand. Thus it would be incredible were the Department to claim it was unaware of these problems.

�Appendix One: One-off Assistance�tc "Appendix One: One-off Assistance"�

From 1995 through to 1999 both the number and value of one-off assistance has increased. This growth has been out of proportion to the changes in cost faced by beneficiaries over this period. 



Table 7 shows advance payments of benefit and special needs grants for accommodation costs have grown by over 95% since 1995. The coincidence of this growth in one-off assistance with the reduction in the number of special benefits paid strongly suggests there is a link between these two phenomena. That there is a link is not at all surprising.



Table 7: One-Off Grants for Accommodation Costs�

Year�Number approved��Total Expenditure�% Change in Expenditure Since 1995�Average Grant��1995� 64,336�$20,334,471�-�$316.07��1996� 93,393�$34,168,514� +68.0�$365.86��1997�106,065�$41,234,309�+102.8�$388.76��1998�105,922�$42,333,693�+108.2�$399.67��1999�103,494�$39,686,268�+95.2�$383.46��

The Department suggests� that the increase in special needs grants and advances has been due to changes in the programmes and the procedures of the Department. While it is true the Department was required to alter its procedure whereby it had denied access to advances to many beneficiaries, this explanation is clearly inadequate to explain the dramatic increase in demand for special needs grants plus advances for accommodation costs.



A more convincing explanation is that as access to special benefit has been progressively blocked by the Department demand for one-off assistance has, as a consequence, grown. Much of the assistance now provided is in the form of advance payments of benefit: a form of loan from the Department that the beneficiary must repay. This has had the consequence that beneficiaries, particularly those in greatest hardship, face an ever-increasing burden of debt.�



Table 8: Special Needs Grants & Benefit Advances�

Year�Number approved�Expenditure

(per year)�% of Grants made for Accommodation costs�% Change in Expenditure Since 1995�Average Grant��1995�572,761�$  93,247,476�21.8�-�$162.80��1996�863,241�$146,453,336�23.3�+57.1�$174.24��1997�743,635�$140,281,689�29.4�+50.4�$188.64��1998�647,993�$129,608,551�32.7�+39.0�$200.01��1999�589,353�$123,403,000�32.16�+32.4�$209.39��

Table 8 illustrates the increasing percentage of the total amount of one-off assistance that is going towards accommodation costs. The Department’s response to this increased level of need has been to require beneficiaries to borrow from the Department. This report has shown that much of this debt ought to have been avoided, as the Department should have provided assistance via special benefit for accommodation costs.



The drop, shown in Table 8, both in the total number of grants and total expenditure on one-off assistance since 1996 has been left largely unexplained in the Department’s annual reports. The 1998 annual report does note that a significant drop in expenditure on special needs grants took place in July 1996 when many categories of special needs grants were discontinued. From that point on beneficiaries were expected to obtain advance payment of benefit to meet these special needs.



Unlike special needs grants, advances have an effective cap on the total level of assistance the Department will grant. It was therefore to be expected that total expenditure on advances would begin to level off.



Other contributing explanations as to why expenditure on advances has not continued to increase include:

the increased debt and recovery rates consequent upon accessing advances�

the Department’s restrictive interpretation of the advance directive.



The Department has consistently taken a very restrictive interpretation of the Ministerial Directive on advances�. In general, the Department adopts the most restrictive interpretation available and, in doing so, has thereby restricted expenditure in this area.



For example, where the Directive states:

In no case is the amount of an Advance to exceed the instalments of the benefit payable to the Beneficiary and his or her Spouse (if any) in a six week period.� [emphasis added]



The Department’s policy states:

The maximum amount payable is an amount equivalent to the full benefit rate for six weeks. A person can receive more than one advance at any time, as long as the outstanding balance does not exceed the six week limit at any one time. Remember that the benefit rate does not include supplementaries or family support.�



Comparing the Minister’s instruction with the Department’s interpretation clearly shows the restrictive nature of this interpretation. Where the Minister says that an advance ought not exceed 6 weeks of the benefit payable, the Department says the total owed by way of advances ought not exceed 6 weeks of main benefit excluding all supplementary benefits.



The Department’s interpretation that advances only applied to the main benefit and that only people receiving a main benefit could be granted and advance has been found to be incorrect by the Social Security Appeal Authority�.



Since July 1996, expenditure on special needs grants has stabilised at about $3 million per month. Expenditure on advances grew substantially through 1995 and 1996 then dropped gradually until it now appears to have stabilised at about 7 million per month.

�Appendix Two: Accommodation Supplement�tc "Appendix Two: Accommodation Supplement"�



From 1995 through 1999, there have been some changes made to the calculation of accommodation supplement. The main changes were made in 1996 and include:

Increasing the proportion of accommodation costs met through the accommodation supplement from 65% to 70% of accommodation costs above the base rate,�

Reducing the percentage of board deemed to be accommodation costs from 662/3% to 62%, and,

Increasing the maximums for most categories of recipients.



Changes to the accommodation supplement formula have had little impact on eligibility for special benefit because eligibility for special benefit, based on accommodation costs, begins well before the maximum rates of accommodation supplement are reached. The graph below illustrates this using the example of a sole parent with two dependent children renting in Wellington.



	Payment per week

��	Accommodation Supplement

�	

�����$100.00

	

��� $82.00



�



��$21.50	Special Benefit



�	

	$70	$140	$212	$273	$334	Accommodation costs

	



In the example, the threshold for accommodation supplement is $70. Special benefit begins with a rent of $140 and increase at the rate of 30 cents for each extra dollar of rent until the rent reaches $212. At this point the accommodation supplement reaches its maximum. From this point, until the rent is $273, the special benefit increases one dollar for each extra dollar of rent. With a rent of $273 the calculation of special benefit changes to the 30% rate. From this point on special benefit increases at the rate of 30 cents for each extra dollar of rent.



Table 9, below, shows both an increased demand for accommodation supplement and an increase in the average weekly payment. This implies a steady increase in the accommodation costs faced by beneficiaries and low-income earners over this period�, which implies there should be an expected increased demand for special benefit.



Table 9: Accommodation Supplement�

Year�Number�Annual Expenditure�Weekly Payments��� Paid�Total�Change since 1995�Average�Change since 1995��1995�266,275�$ 491,437,000�-�$37.14�-��1996�280,369�$ 561,794,000�+14.3 %�$39.32�+5.9 %��1997�297,134�$ 661,559,000�+34.6 %�$41.59�+12.0 %��1998�311,618�$ 792,708,000�+61.3 %�$47.48�+27.8 %��1999�318,189�$ 843,295,000�+71.6 %�$49.03�+32.0 %���Appendix Three: Special Benefit Examples�tc "Appendix Three: Special Benefit Examples"�

The following two examples show how a formula assessment for special benefit is calculated. Example 1 illustrates how someone can qualify for a special benefit based on accommodation costs alone. Example 2 shows what happens to the special benefit when the rent is reduced to near the threshold for qualifying for special benefit based on rent alone.



�Example 1.

The example is of a married beneficiary on the Community Wage with a spouse and two children. They live in Wellington and pay $180 rent per week.



Chargeable income:

Main benefit	$261.90

Accommodation Supplement	$  73.00

Disability Allowance	$    0.00

Other Net Income	$    0.00  

Total Chargeable Income	$334.90



Allowable Costs:

Accommodation costs	$180.00

Disability costs	$    0.00

Other costs	$    0.00

Total Allowable Costs	$180.00



   Chargeable Income	$334.90

-  Allowable costs	$180.00

= Disposable Income	$154.90



   Standard Costs	$170.67	

-  Disposable Income	$154.90

= Deficiency	$  15,77



30% of Allowable costs	$ 54.00



$11 per week Special Benefit Formula assessment.



Income after paying rent = $ 165.90



Example 2.

This example is like Example 1 except the rent is now 150 per week. As a consequence the accommodation supplement goes from $73 to $52 per week.



Chargeable income:

Main benefit	$261.90

Accommodation Supplement	$  52.00

Disability Allowance	$    0.00

Other Net Income	$    0.00

Total Chargeable Income	$312.90



Allowable Costs:

Accommodation costs	$150.00

Disability costs	$    0.00

Other costs	$    0.00

Total Allowable Costs	$150.00



Chargeable Income	$312.90

-  Allowable costs	$150.00

= Disposable Income	$162.90



   Standard Costs	$170.67	

-  Disposable Income	$162.90

= Deficiency	$    7.77



30% of Allowable costs	$ 45.00



$3 per week Special Benefit Formula assessment.



Income after paying rent = $ 165.90

�Notes:

The figures used above are as of 1 February 2000. As of 1 April 2000 both main benefits and standard cost figures increased by 0.51%. This change has had only a negligible impact on eligibility for special benefit - though the tendency is to increase the number of people eligible as the same percentage change carries through to the level of income deficiency.

From 1 July 2000, the $5 standard deduction was removed. The effect on the two examples would be to increase the special benefit payable by $5.

The standard costs figure is the amount of money a person is meant to pay out of their chargeable income to cover such costs as food, power, clothing, transport bank fees, etc.

The deficiency figure represents the shortfall of income compared to total essential costs.

The amount of special benefit paid under a formula assessment is the lower of either the deficiency rate less $5 (the standard deduction) or the 30% rate.

Special benefit payments are rounded to the nearest 50 cents.

�Appendix Four: Replies to Official Information Requests.�tc "Appendix Four: Replies to Official Information Requests"�

�Appendix Five: Special Benefit Legislation. �tc "Appendix Five: Special Benefit Legislation"�



Section 61G of the Social Security Act 1964, below, provides the legislative basis for payment of special benefit.



Section 61G. Special Benefit -

(1)	Subject to section 68A� of this Act, the chief executive may, in the chief executive’s discretion, fix a special entitlement to a special benefit in respect of any person, whether or not that person is receiving any other benefit under this Act or the Social Welfare (Transitional Provisions) Act 1990 or any pension or allowance under the War Pensions Act 1954, if the chief executive is satisfied that, after taking into account all of that person’s financial circumstances and commitments, including any benefit payable under this Act or the Social Welfare (Transitional Provisions) Act 1990 and any pension or allowance payable under the War Pensions Act 1954, such a special entitlement is justified.

(2)	A special benefit must not be fixed under this section in respect of the costs of residential care services supplied to a person who has psychiatric, intellectual, physical or sensory disability -

(a)	Who is receiving funding from a purchaser towards his or her accommodation costs (as that term is defined in section 61E�); or

(b)	Where a purchaser is funding his or her care (other than care in his or her own home) by any person or organisation.





�Appendix Six: Special Benefit Directive. �tc "Appendix Six: Special Benefit Directive"�



The following is a consolidated version of the Ministerial Direction to special benefit effective as of 1 July 2000. Apart from being reordered in 1999, this direction is virtually the same as that issued 8 May 1995.

	

DIRECTION IN RELATION TO SPECIAL BENEFIT

TO: The Chief Executive. Department of Work and Income

Pursuant to section 5 of the Social Security Act 1964, I, ROGER MORRISON SOWRY, Minister of Social Services, Work and lncome, give the following direction to take effect on 12 February 1999.

I revoke effective on that date all previous Ministerial directions under that section concerning the grant of special benefit under that Act.

Dated 10 February 1999

Hon. Roger Sowry

Minister of Social Services, Work and Income



DIRECTION

Grants of Special Benefit

In the exercise of your discretion to grant a special benefit under section 61G of the Act, and without derogating from your duty to have regard to the particular financial circumstances and commitments of the applicant, you must have regard to the following matters.

1	General principles

1.1	THAT the intention of a special benefit under the Act is to alleviate financial hardship and that a special benefit should not to be granted unless without the grant, the applicant or a person dependent upon the applicant would suffer financial hardship.

1.2	THAT a special benefit should not normally be granted unless the applicant’s Deficiency of Income over his or her expenditure and commitments is reasonably substantial, and that Deficiency is likely to continue for a period that justifies special benefit being-granted.

1.3	THAT a special benefit should be considered only in respect of costs of the applicant that are essential and not reasonably avoidable.

1.4	THAT in considering any application for special benefit, consideration should be given to–

(a)	The applicant’s ability to meet the Deficiency from the applicant’s own resources; and

(b)	The assistance that is or might be available to the applicant from other sources to meet the applicant’s Deficiency,

In particular, when considering–

(c)	An application for a special benefit by a full-time student or the student’s dependent spouse, you should take into account the availability of financial support during the academic year under the student allowance or student loan schemes; or

(d)	An application for special benefit for the costs of any essential health services or disability services (as those terms are defined in the Health and Disability Services Act 1993), you should take into account the assistance available under that Act,–

and special benefit should not normally be considered for expenses normally covered by the assistance available under those schemes or that Act unless the applicant has extraordinary expenses and has exhausted his or her entitlements under those schemes or that Act.

2	Definitions

2.1	In this direction, unless the context otherwise requires:

“Accommodation costs” has the meaning in section 61E of the Act:

“the Act” means the Social Security Act 1964:

“Allowable costs”, in relation to an application and subject to section 68A of the Act, means any regular essential expenses reckoned on a weekly basis arising out of the special circumstances of the applicant and his or her spouse (if any) which cannot readily be avoided or varied, and include–

(a)	The applicant’s actual accommodation costs including arrears, provided that any arrears incurred while the person was in receipt of accommodation benefit, accommodation supplement, rent rebate allowance, or tenure protection allowance under the Act are not to be included; and

(b)		Hire purchase and other types of regular payment for a washing machine or a refrigerator or a television set or for household furniture where the acquisition of that item was essential; and

Disability related expenses, being expenses of a kind for which a disability allowance would be payable under section 69C of the Act (but not including counselling costs in excess of the amount made available by way of disability allowance under the Act); and

�(ca)	For a person who is eligible for a Payment under the Telephone Costs Payment programme approved by the Minister under section 124(1)(d) of the Act, and if paragraph (h) of this definition does not apply, the weekly amount of telephone rental costs that were, immediately prior to 1 April 1999,-

	claimed by the person; and

treated by the chief executive as an additional expense under section 69C(2A)(a) of the Act; and”

(d)	Motor vehicle repayments and reasonable running costs where–

(i)	The vehicle is required for the transport of the applicant or his or her spouse to and from employment, or

(ii)	The applicant or a member of his or her family suffers chronic illness or has a disability and the vehicle is required for that person's transport,–

	and no suitable public transport is available;

(e)	Motor vehicle repayments for an applicant who is a beneficiary where-

There is no public transport available; and

The agreement to acquire the vehicle on terms was entered into prior to the applicant applying for the benefit;

(f)	The costs of public transport to and from employment

(g)	The- costs of essential childcare (after deducting any childcare subsidy or OSCAR subsidy payable under the Childcare Assistance Welfare Programme approved under section 124 (1) (d) of the Act)-

To enable the applicant or his or her spouse to take part in employment; or

Because the applicant or his or her spouse is seriously disabled or seriously ill;

(h)	For a person for whom a telephone is a necessity by reason of his or her-

Health. or disability or family circumstances; or

(ii)	Personal safety or security (for example, an elderly person living on his or her own, or a separated person with a protection order against the spouse); or

Employment (for example, an electrical worker on call 24 hours per day),-

the basic cost of a telephone (excluding toll charges),–

but do not include–

(i)	Any fixed charges made in respect of a line or pipe used in the domestic supply to that person of telephone services, electricity, gas, or water;

(f)	The costs of any tuition the applicant or his or her spouse is undertaking (including stationery, books, fees, or other course related costs);

(j)	Any payments required to be made by the applicant or his or her spouse in respect of any debt, fine, or other liability, other than the payments or repayments referred to in paragraphs (a) to (h) of this definition;

(k)	Any fees charged by a private savings bank, a trustee savings bank, the Public Service Investment Society Limited, a registered bank or a building society or a credit union for an account held by the applicant or the applicants spouse with that bank, building society, or credit union.

“Cash assets”, in relation to any person, mean assets of that person and his or her spouse (if any) that can be readily converted into cash and include–

Shares, stocks, debentures, bonus bonds, and other bonds;

(b)	Bank accounts, including fixed and term deposits with any bank, friendly society, credit union, or building society; 

Money invested with or lent to any bank or other financial institution or other person;

The net equity held in property or land not used as the person's home;

Building society shares;

Mortgage investments and other long term loans;

Bills of exchange or promissory notes;

The applicant’s share in any partnership;

but do not include–

(i)	The motor vehicle principally used by the applicant for his or her personal use;

A caravan, boat or other vehicle–

(i)	The net equity in which is less than $2,000; or

(ii)	Which is used by the person or a member of his or her family for day to day accommodation;

The personal effects of the person and his or her spouse (if any)

“Chargeable income”, in relation to an applicant, includes–

The rate of any benefit (other than an orphan’s benefit or an unsupported child’s benefit) granted under the Act disregarding any reduction in the rate payable to the applicant under any of sections 115 to 118 of the Act; and

�

(b)	Any war pension or allowance received under the War Pensions Act 1954; and

(c)	New Zealand superannuation, veteran’s pension, or transitional retirement benefit received under the Social Welfare (Transitional Provisions) Act 1990; and

(d)	lncome as defined in section 3 (1) of the Act; and

The amount of any regular payments received under any welfare programme approved under section 124 (1) (d) of the Act but excluding payments under the Away from Home Allowance Programme or other regular payments intended to pay or reimburse specified costs of the applicant (other than payments under the Telephone Costs Payment Programme); and

The amount of any child support payments –

(i)	In the case of a non-beneficiary, received by the person under the Child Support Act 1991; or

(ii)	In the case of a beneficiary, paid to the person by the Child Support Agency pursuant to section 142 of that Act; and

(g)	The living costs component of the amount of any student allowance or loan received by the applicant–

and includes the chargeable income, as so defined, of his or her spouse (if any);

“Deficiency” has the meaning in clause 3:

“Disposable income”, in relation to an applicant, means the applicant’s weekly chargeable income after the deduction of the applicants allowable costs;

"Grand-parented rate”, in relation to a community wage payable to a person to whom section 99 (2) of the Act applies, means the appropriate rate in the Eighth Schedule of the Act that was payable to the person immediately before 1 July 1998;

“Income”, in clause 3 means income as defined in section 3 (1) of the Act;

“Living alone” has the meaning in section 18A of the Social Welfare (Transitional Provisions) Act 1990:

“Non-beneficiary” means a person who is not a beneficiary:

"Standard costs”, in relation to an applicant, means the appropriate amount set out in the Schedule, being the proportion of the living costs of the applicant and his or her dependants that he or she may be expected to meet–

From his or her benefit; or

(b)	In the case of a non-beneficiary, from the appropriate rate of a community wage that could be payable to the applicant if he or she was entitled to that benefit,–

but do not include any of the applicant's allowable costs.

2.2	Terms otherwise defined in section 3 (1) of the Act have the meanings so defined, except where the context otherwise requires.

3 	Assessment procedure

3.1 	Subject to clauses 3.3 and 3.4, you should regard as justified the fixing of a special benefit at a rate that is the lesser of a or b if–

The applicant has cash assets of not more than–

For a unmarried person, 4 x sib; or

For a married person or a sole parent, 4 x mib; and

(b)	The applicant's disposable income is less than the applicant's standard costs

	Definitions-for-the purposes of clause 3.1

	In this clause–

a	is the applicant’s standard costs less the applicant's disposable income;

b	is 30% of the applicant’s allowable costs:

�





mib	is the maximum weekly rate of invalid's benefit payable to a married couple without dependent children:

sib	is the maximum weekly rate of invalid's benefit payable to an unmarried person without dependent children.



Example

An unmarried community wage earner with 2 dependent children, whose weekly chargeable income is $210.45 and whose weekly allowable costs are $94.30.

Special Benefit Calculation

Chargeable income	$210.45

less allowable costs	$  94.30

= disposable income	$116.15

standard costs	$144.89

less disposable income	$116.15

= Deficiency	$   28.74

= a	$  28.74

b is 30% of allowable costs ($94.30) = $28.29

A special benefit that is the lesser of  a  and  b  is justified, i.e. $23.74, subject to paragraphs 3.3 and 3.4.��

3.2	Subject to clauses 3.3 and 3.4, a special benefit should he considered justified in respect of a person receiving community wage under the Act while undergoing training, and who incurs additional costs because he or she is undergoing training away from his or her usual home.  The rate of the special benefit considered justified should be the lesser of –

The additional weekly accommodation costs incurred; and

$100 per week.

3.3	Upon completion of the appropriate calculation set out in clauses 3.1 or 3.2, you must consider whether there is justification for increasing or decreasing the rate of special benefit paid to the applicant, or to fix or decline to fix an entitlement to special benefit, having regard to the principles set out in clause 1 and to the following matters:

Whether the applicant has any special or unusual financial expenditure compared to others in a similar general position to the. applicant and the extent of any such expenditure;

(b)	Whether the applicant has any special or unusual reasons for any expenditure item that has caused or contributed to his or her Deficiency;

(c)	The nature of the financial difficulty, and the likely duration of the Deficiency;

The age and health of the applicant and his or her dependants and any special needs arising from that age or health;

The ability of the applicant to improve his or her financial situation;

The causes of the applicant's financial difficulty;

The extent to which the basic necessities of life for the applicant or his or her dependants would be at risk if a grant of special benefit at the rate calculated, or another rate, was not made;

(h)	Any other matters that in the circumstances of the particular case, you consider to be relevant.

3.4	Nothing in clauses 1 and 3 requires you to grant a special benefit, or a special benefit, at any particular rate, if, in your discretion, you determine that in the circumstances of the particular case, such grant ought not to be made.

4	Application of Direction

4.1	This direction should be applied to applications for special benefit made on or after 12 February 1999 and in respect of any reviews of that benefit on or after that day.

�5	Administration of the Special Benefit Programme

5.1	In administering the programme of special benefits, you are to ensure that where practicable, persons receiving special benefit under the Act- receive appropriate advice with the objective that wherever possible, their need for a special benefit is eliminated or reduced within 6 months after the later of–

The date of any grant of a special benefit after the date this direction takes effect; or

(b)	Any review of a special benefit after that date.

5.2	Cases where special benefit is being paid at a rate of more than $50 a week should receive priority under clause 5.1.



� DREW stands for Date Rate Entitlement Wizard. This computer tool is replacing the Department’s old Benefit Calculator and could more quickly and easily be programmed to include a test for special benefit entitlement.

� Ankers v Attorney-General (1995) 2 NZLR 595. The Department was found to have relied on the formula assessment of special benefit entitlement and had failed to asses whether an applicant had special or unusual circumstances justifying departure from that formula. It is ironic that this report uses this same methodology to show that the Department is still blocking access to special benefit.

� The following is based on information obtained under the Official Information Act. Copies of the Official Information Act replies are contained in Appendix four.

� See Table 1 and Table 2 for the accommodation cost thresholds for special benefit for each main benefit.

� There will be a sizeable number of superannuitants, veterans, beneficiaries with non-benefit income and non-beneficiaries that also qualify for special benefit.

� The 5% increase in the take-up rate was provided to the Ministry of Social Policy by Work and Income. Costings based on this estimate were agreed to by cabinet under CAB(00)M16/6(57).

� There is a cash asset test for special benefit, but if a person has any significant cash assets then these would generate income and so abate the accommodation supplement.

� An analysis of the accommodation supplement figures show virtually all receive accommodation supplement. It is also safe to assume this has not changed significantly of 1 July 2000.

� The dropping of the standard deduction is responsible for approximately 34,000 of these newly eligible beneficiaries. The other significant factor behind the increase in eligibility since January is the dramatic drop in the numbers of beneficiaries receiving non-benefit income, down by well over 20,000. This drop may be due to seasonal fluctuations. 

� There are a multitude of Social Security Appeal Authority decisions that outline this process. For example, in Decision 18/97 the Authority said: “... the assessment is a two-stage process. 1. The calculation is first to be made using the ministerial directive of fixed costs and income and the result would be that a Special Benefit on that basis is granted or not. 2. If not, or if it is claimed it is insufficient, then the whole of the person’s financial circumstances are to be looked at, his income, his commitments and the entitlements considered on that basis.”

In Decision 125/96 the Authority said: “The consideration that must be given to applications for Special Benefits is a two stage inquiry. The first stage is to assess according to a formula prescribed by the Minister which formula takes into account standard costs and allowable costs set against the income received and a decision based on that formula is made according to how the formula works out. If an assessment based on the formula is such that there is no entitlement to a Special Benefit, then the second stage of the inquiry is to consider whether there are any special or unusual circumstances pertaining to the applicant.”

In Decision 124/96 the Authority also noted the two step process should be followed and the second step is used to grant special benefit at either a higher rate than the formula assessment or where there was no formula assessed entitlement if the circumstances are in some way special or unusual or peculiar etc.

� The Department has, as a matter of routine, taken this instruction to mean special benefit should normally be stopped after 3 or 6 months. This perception is so ingrained within the Department that in this years Estimates of Appropriations we find, in an explanation of what special benefit is, the statement; “It provides extra assistance for a short time only to allow recipients to rearrange their commitments.” [emphasis added] Page 640 B.5 Vol. II. Nothing in the legislation nor Ministerial Directive to s61G supports this claim.

� Clause 3.1, Ministerial Direction to s61G issued under s5 of the Social Security Act 1964.

� Ankers, 7 April 1995 judgement.

� Ankers, page 4 of the 7 April 1995 judgement.

� Clause 3.3 provides the basis for departing from the formula assessment. The phrase “special or unusual” is used in relation to the person’s circumstances and this has been the normal standard used by the Social Security Appeal Authority for departure from a formula assessment.

� Though not dealing with the status of the formula assessment, Gendall J in Michael David Stemson v The Director-General of Social Welfare, (AP23-SW00) 28 June 2000, p6, adopted Ankers as applying to the current special benefit directive.

� These instructions are found in Clause 5 of the Directive and provide for advice to be given to recipients about how they can reduce their costs.

� Though, as Gendall J noted in Michael David Stemson v The Director-General of Social Welfare, this is to say no more than that it is discretionary.

� Report to Cabinet Committee on the Implementation of Social Assistance Reforms: Review of the Special Benefit Programme [sic], from the Office of the Minister of Social Welfare. Cabinet considered the report on 18 October 1994.

� Thus advising single parents living in Auckland or Wellington to reduce their rent below $129 per week is very unlikely to be appropriate.

� Supplementary assistance policy manual on special benefit.

� “Exceptional circumstances” is, in welfare law, the most difficult standard to meet. The normal hierarchy is; eligibility, hardship, special or unusual circumstances, and exceptional circumstances.

� Advocates have often raised this issue with the Department’s national office as a general concern. Also, particular cases are often directed to National office as a last resort when particular situations are too urgent to go through the leisurely review and appeal process.

� This duty was noted by McGechan J in C Hall and H Hall v Director-General of Social Welfare (AP 159/96).

� The 25% figure applies to people who rent while 30% applies to people who own their own homes. However, how these percentages work is a little more complicated in that if the person is single and under 25 then it is the over 25 rate of benefit that is used to work out the 25% and 30% figures not the lower rate of benefit the person actually receives. Further, if there are children, the first payment of family support at the basic rate of $47 per week is added into the rate of the main benefit used to calculate the 25% and 30% figures.

� Subject to an income and asset test.

� The standard cost figures depend on the type of benefit paid and the family size. Families with more than 3 people have the same standard cost figure as families of 3 people. Also, the standard cost figures were reduced to reflect the fact that family support is not counted as income for special benefit.

� The accommodation supplement payable in the example is $72 per week whereas the maximum can be as high as $150 per week.

� This is in the form of either advance payments of benefits, which are recovered out of the beneficiary’s future payments or as recoverable special needs grants.

� The term allowable cost is defined in the Ministerial Directive. This states; “subject to section 68A of the Act, [allowable cost] means any regular essential expenses reckoned on a weekly basis arising out of the special circumstances of the applicant and his or her spouse (if any) which cannot readily be avoided or varied, and include -” there follows a list of costs that are considered to meet this definition and include a person’s accommodation costs. Other allowable costs listed include: hire purchases for essential household items such as refrigerator & washing machines, disability and medical costs, and certain work related expenses.

� From 1 April the rate of superannuation was significantly increased - other main benefits increased with the increase in CPI. The calculations for the table assume Area 1 (Auckland) accommodation supplement maximums. The results are, however, applicable to all areas as qualification for special benefit based on accommodation costs outside of Area 1 begins at the same, or lower, level of accommodation cost. Transitional Retirement Benefit figures are the same as for Invalid’s benefits. 62% of board is deemed to be rent for accommodation supplement purposes. Note, only whole dollar accommodation costs are used.

� Transitional Retirement Benefit rates are the same as for Invalid’s benefit. Only whole dollar accommodation costs are used.

� At the time report was initially released the Department’s annual statistical report for the year ending June 1999 had not been published. That report was published the week following this report’s being released. This version of the report now includes the 1998/99 year data. Data for the 1999/00 year was obtained, where possible, from other sources such as the Department’s annual reports or parliamentary Questions for Written Answer (QWA) to the Minister.

� The only significant change to s61G was the insertion of a second subsection to exclude payment of special benefit for costs of disability residential care services if the supplier of those services is being funded to supply them.

� Primarily this relaxation has been with the progressive reduction, and now elimination, of the standard deduction.

� The figures for 1995-1998 are from the Department of Social Welfare Statistical Reports. The figures for the year 1999 are from Work and Income NZ: Quarterly Profile, June 1999. For December 1999, one percent of the ‘Other’ category have been included, the balance being non-beneficiaries and these figures are not seasonally adjusted but do not include students on the Community wage.

� QWA 1945, Hansard Supplement 15 March - 23 April 1999, Vol. 12. For the years 1995-1999, the figures are for the last week in February or the first week in March. For the year 2000 the figure is from the OIA information found in Appendix Four and is for the last week in January. Page 79 of the Department of Social Welfare Statistical Report 1998 notes that in 1995 1,900 people on ‘maximised’ benefits whose institutional boarding costs were paid via special benefit no longer received it as this cost was transferred to Vote: Health. The drop consequent to this change was from 39,143 in June 1995 to 37,243 in July 1995. Hence this change does not significantly alter the information contained within the table.

� QWA 1945, Hansard Supplement 15 March - 23 April 1999, Vol. 12 & OIA request - see Appendix Four. The calculation of expenditure for the year 2000 assumes the same average rate of special benefit paid in 1999. The annual expenditure figures are the weekly rate multiplied by 52. This figure will differ from the actual annual expenditure as weekly expenditure fluctuates throughout the year and is intended to give an indication of the order of magnitude of the reduction in expenditure.

� From Departments of Social Welfare and Work and Income’s Annual Statistical Report.

� Department of Social Welfare Statistical Report 1998, page 78.

� See Appendix Two for a more detailed explanation of accommodation supplement and special benefit.

� An application need not be written nor need it be explicit as to what benefit is being applied for. It is sufficient, the Appeal Authority found in Decision 84/99, for applicants to inform the Department of their circumstances and seek assistance from the Department. It is the Department’s job to invite applications for the appropriate benefits. In Decision 19/95 the Department accepted that where it had information that indicated a person was eligible for a benefit it had the obligation to invite an application and the effective date of the application should be the date the Department ought to have invited the application. 

� This is the minimum number of people whom have applied to the Department for assistance and whose costs are such that the Department is aware they qualify for special benefit. Thus in each case the Department ought to have invited an application for special benefit. By not doing so, the Department has effectively declined to grant these people special benefit without providing reasons and without providing review rights.

� From Departments of Social Welfare and Work and Income’s Annual Statistical Reports.

� The Department’s annual report does not record the number of applications made but only those applications that were granted. Therefore, it is not possible to infer the actual increased level of assistance sort from the Department.

� Department of Social Welfare Statistical Report, 1998 pages 80 - 85. 

� This fact has been well documented in Too Poor to Help: how welfare debt is replacing welfare, Downtown Community Ministry, December 1999. Too Poor to Help also notes the link between the reduction in payment of special benefit and the increased demand for one-off forms of assistance.

� Departments of Social Welfare and Work and Income’s Annual Statistical Reports. The drop in the number of applications and expenditure in 1997 was in part due to the introduction of the Recoverable Assistance Programme for Non-Beneficiaries. The Department’s annual reports show an average of just less than 4,000 grants were made under this programme per year since its introduction. However, the annual reports do not show expenditure on the Recoverable Assistance Programme.

� Too Poor to Help (note 30) provides a comprehensive examination of the Department’s practices regarding recovery of debt and advances.

� Section 82(6) provides the Chief Executive with the discretion to make advance payments of benefit.

� Ministerial Directive, Advance Payment of Benefit, clause 4.2. This limit is subject to the discretion provided for in clause 6.2.

� Paragraph 5.5.2 of the Department’s manual on advances.

� Decision number 38/99. The fact that the Department defended this appeal is itself distinctly odd given that in 1995 12 grants were made to people not in receipt of a main benefit, 490 in 1996, and 633 in 1998. However, it is not unusual for Departmental practice to be more restrictive than its policy manuals would suggest. Often this is due to case managers applying the more restrictive emergency criteria from the Special Needs Grant programme to all applications for one-off assistance.

� The “base rate,” normally called the accommodation supplement threshold, is the amount of accommodation costs applicants are expected to meet themselves before any payment of accommodation supplement is made.

� Even when the changes to the accommodation supplement have been taken into account.

� Departments of Social Welfare and Work and Income’s Annual Statistical Reports. The 1999 figure for the number paid is from the September 1999 Quarterly Profile. The 1999 expenditure is from Work and Income’s 1999 Annual Report and Social Welfare’s 1999 Annual Report. Social Welfare’s report covers 1 July 1998 - 30 September 1999 while Work and Income’s report covers 1 October 1998 - 31 June 1999.

� Section 68A deals with special provisions applying to insurance payments such as mortgage insurance payments. This section allows the Chief Executive to take such payments into account when determining a person’s accommodation costs and thus determining the rate of any special benefit payment.

� Section 61E relates to the definitions terms for accommodation supplement.
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History: clause (ca) was introduced through an amendment dated 10 June 1999.



History: the chargeable income definition was changed through an amendment dated 15 November 1999. The amendment removed orphans benefit and unsupported child’s benefit from being counted as income for Special Benefit purposes.



History: the standard deduction, referred to in the direction as ‘c,’ was removed by Amendment (No. 4) dated 25 June 2000 and effective from 1 July 2000. The example that follows was also amended to reflect this change.








