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Kainga Ora at a glance

Kainga Ora was established as a Crown
Entity on 1 October 2019 under the
Kainga Ora — Homes and Communities
Act 2019 (the Act).

Our objectives are:

* to contribute to sustainable, inclusive, and
thriving communities that provide people with
good quality, affordable housing choices that

meet diverse needs; | L |l"|"'||l]"""|<"‘"'l|ll'w i
I il “
. e MH‘
e support good access to jobs, amenities, and \
services;

* and otherwise sustain or enhance the overall
economic, social, environmental, and cultural
well-being of current and future generations.
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Kainga Ora Scale

Asset base and annual activity

70,000 homes in portfolio with almost 200,000 New
Zealanders living in them

Nationwide construction programme

* 4,5000 new builds a year

1,000 renovations a year

3309 sgm of land under development
5837 sgm of land sold in 2022/23

* Delivering government services
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‘é Homes qndgCommunities




Challenges
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Complicated environment
Infrastructure condition

Changing spatial and
infrastructure standards

Cost of physical works
Community contribution
Timeliness of delivery

Economiccycle

Multiple Objectives
* Financial

e Sustainability

* Housing supply

* Home ownership
» Affordability

Affordability impact

* Can the community afford it

 What house prices can you
achieve

* Consequences for organisation
financial results




The Housing and Urban development system in Aotearoa is complicated

POLICY, ADVOCACY, RESEARCH, & REGULATION

MHUD et MHUD (CHRA) MB!E, Local Government (Consents)
Government (Building)
Local Public Servi L3 Kaii O Te T
ca ublic Service RENZ (s inga Ora e Tumu
Government Commission (Consents) Paeroa
Tenancy)
GOVERNMENT (POLICY MAKING) GOVERNMENT (REGULATION)
| Housif q MEDAA
MSD Oranga. . NZ Treasury o .0 f]smg RBNZ Te Puni Kokiri
Tamariki Authorities
Infrastructure Ministry of Statistics New .
MBIE LINZ
New Zealand Health Zealand L
Ara Poutama Te Arawhiti Mlljlftry for Fire & MOE Maori land
Aotearoa Pacific Peoples Emergency NZ court
GOVERNMENT (NOTABLE MINISTRIES & AGENCIES)
Community Heritage New ;e_rlt:'ed o o
Housing Zealand A“' e_"i_ wi KiwiBuild
Organisation, Ssociations
Collectives NZ Housing NZ Mortgage Maori
and Networks Foundation Brokers Ass. Authorities O ERNNED
HOUSING
NOTABLE SPECIAL INTEREST ORGANISATIONS PROGRAMMES
Emeligency private landlords Propert\{ Mgmt. Trans.monal Material
Housing Companies Housing Mgmt. Manufacturers
Tenancy support Housing Supportive ﬁz’:s?:‘:mty Product
services programmes Housing Mgmt. Providers M?mnlfacturers
HOUSING AND HOUSING SERVICES Building
Product
Suppliers
Architects & . Private Non-Profit
Designer Engineers Developer. Devel ; Hardware/
esigners evelopers evelopers i
Urban Planners (S:o:i\:ltantli &t Public Offshore Prefab
ub-Consultants Developers Provider
PLANNING & DESIGN DEVELOPERS MATERIALS
General Sub-Contractors Construction The Building Standards New
Contractors & Skilled Trades Sector Accord Code Zealand
Home & Local
Residential Kainga Ora
Building HOBANZ Government A
Renovators (Consents)
Inspectors (Consents)

CONTRACTORS/BUILDERS STANDARDS & ENFORCEMENT

HOUSING SERVICES, DEVELOPMENT & CONSTRUCTION

!Vlaon Housing Research ‘Hubs’ and
interest . )
networks’
groups
Housing Private N
Think Tanks
Lobbyists Consultants

PRIVATE RESEARCH, ADVOCACY & ADVICE

BRANZ

Callaghan Innovation

RESEARCH & INNOVATION

Affordable  Assisted
public "¢t home
housing ownership
HOUSING ML
Supporting CONTINUUM affordable
housing home
ownership
Institutional
housing HOUSING Market rental
AND URBAN
Market home
DEVELOPMENT ownership
Home owners SYSTEM
i Out of
Assisted
Home owners PEOPLE Market
Renters Renters
(no (g.et.
subsides) subsidies)
Kiwi Rail

Telecomm (providers, comm
comm)

Energy (providers, associations
and authorities)

Real Estate PRIVATE

Brokerages

Real Estate Placemaking Providers,

Agents Associations and Collectives
REAL ESTATE COMMUNITY

PLACEMAKING

Three waters

Transpower

Waka Kotahi

Local
Government

PUBLIC

INFRASTRUCTURE

FINANCING, INSURANCE, & INVESTMENT

Housing-
Related
Charities

Non-Profit

Investors

NON-PROFIT

Individual
Investors

Institutional
Investors

GEN. INVEST.

Local Businesses,
Maori businesses
& business
associations

Community
Organisations

Community Health
Services

COMMUNITY

Direct
Employers

Worker’s
Unions

Employment/
Career Centers

EMPLOYERS & WORK

Big Four Banks

Credit Unions

Small Lenders/
Non-Bank Lend.

Unregulated
Lenders

PRIVATE HOUSING FINANCING

Foreign Investors

Private Wealth

Asset Managers

HOUSING INVESTMENT

Life & P&C
Insurers

Mortgage Loan
Insurers

INSURANCE

Whanau Ora
Commissioning
Agencies

Support Workers

Community Service
Providers

Iwi (social)

Maori interest
groups

Te Matapihi

IWI & ROPU MAORI

Re-Insurers

Brokers &
Brokerages

Bylaw
Enforcement

Police

Private Security

Lawyers

LAW

International
Housing Agenc.

Global Housing
Research Bodies

HOUSING AROUND
THE WORLD

COMMUNITY & OTHER



Improve sector
erformance




Smarter buyer

Traditional government approach.

Aim: to transform the speed, predictability, input quality and cost of delivery

 We were a buyer —procuring projects through Core Inflation Drivers
Design Leads and Head Contractors —

* Assumed the competitive process gave us value- Esfwg:tlhntg“ppp'tit
for-money and access to innovation

e Asked the market what we should do differently D ST
to get value-for-money, and tried everything — 2% -comilatve gapbetween JEPRLL

construction price and labour/wage
1500 growth (2017->2022)

-2017 B:

Standard designs, three year take or pay contracts
for large volumes, removal of contractual sticks,

Index

1400

our own buildingconsenting team, set up
Alliances, novated designs, ECl’s
e Still seeing errors throughout process, erratic //
delivery against programme, time extensions and

CO St esca I a ti O n m Rent growth e==Build cost @ abour House price



Why we needed to change

Challenges with the Construction Sector in New Zealand

A highly fragmented ecosystem both vertically and horizontally

Lack of collaboration and under-investment in planning

Industry has a project—based building approach performed on site, immature project definition and technical assessment

Choreography within projects is overly complicated and often inefficient

Culture of risk mitigation, contingency, margin-on-margin and time extensions

Misaligned contractual structures and incentives where claims and passing on risks often trump customer and
supplier relationships. This creates risk aversion, higher costs, unreliability and often compromises outcomes

Unstable workforce, high levels of casualisation of labour with limited long-term investment




Playing a bigger role

We developed the Housing Delivery System, our new way of planning and building to deliver much
needed, quality homes faster for New Zealanders at a lower cost.

Aim: to transform the speed, predictability, input quality and cost of delivery

 The HDS works by coordinatingthe thousands of tasks involved in
planningand buildinga home to efficiently schedule the work and
resourcing and remove waste. Kainga Ora employees schedule and

coordinate the delivery againstthose tasks.

. . . . . — e
 Measurement of everything, varianceis a learning opportunity, —

materials drive productivity, waste is endemic, margins are opaque I “ II . "

!

 Giventhe improvementswe are seeing we are moving to use it for i
as much construction activity as possible, finish existing projects and if l" [‘5
transitionto HDS. e

|‘- =




Housing Delivery
System

Guiding Principals

Streamlined
repeatable

processes with
rework

Identify who
the client is

All disciplines in
one office/room
(i.e. architects,

no
engineers and
planners)

Measure
everything in
minutes so that
we have the
ability to
identify variance

Partnership with
local authorities,
Professional
Services and
Builders

Focusing on rework,
under utilisation,

resource and system,

efficiency and leadership
discipline, training, and
consistent flow of steps

A team builds a
home, so they
understand all

activity by creating a
oving line of work




HDS Benefits to date

Time

94% decrease in planning and design time from 17 months to under six
weeks.

Reduce construction times by at least half, targeting a consistent 80%
reduction.

Best scheduled construction performance utilising the system, 49 days
for a three home project scheduled in Christchurch (58 days current
best).

Cost

Pre-construction billable hours 995 hrs per project (3 houses)(BAU/523
Days) to Christchurch current range 668-369hrs per project (25-34 Days)
(average 5 houses).

Construction planned billable hours from 6,312hrs(BAU/253 Days*) to
3,456hrs (62 Days).

Just by being faster we are saving $91,000 per unit on delivered projects

Currently achieving 14% cost savings, with a projected 37% reduction in
construction costs by 2026/27.

Impact so far
997
days down

to 77 days
(three house
project)




Productivity, Margins and Waste — Next stage

Time on Tools: The current level of 35% is set to increase to a target of 80%. That
increased build partner productivity should reduce labour costs by a further 37%,
(867,000 per unit). New commercial arrangements are being introduced to
monetise this benefit.

Material Waste: “SKUing” up a house and purchasing only what is needed opens up
a potential 25% saving on materials — zero waste and shrinkage ($45,000 per unit).

Material Margins: Eliminating standard industry markups and creating scale
through direct buying opens up a potential 25% saving on materials ($45,000 per
unit).

Rebate Culture: An overhaul of the existing rebate system aims to remove indirect
costs previously embedded within material pricing structures.

Kainga Ora

Homes and Communities

Win-win,
partners want to

work with us,
scope reduction
not a saving




Urban Development - delivery

Objectives

Improve speed

Waste and errors out

Bottom out cost

Cope with changing scope and specifications
Discovery

Productivity low — sub 30%

Accept high level of errors

Little understanding of each disciplines needs

Loose coalitions

Homes and Communities

z Kainga Ora




What do you accept as “the way
things work” that you wouldn’t
accept in any other part of your life?

€ “7 Kainga Ora
‘é Homes qndgCommunities
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