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The Review

►This includes examining the existing ARC funding model, and running a 
process to select a preferred funding model, and a transition plan

►The Review is expected to be largely completed by December 2018.  

►The Review was commissioned by the Ministry of 
Health and DHBs in collaboration with a cross-sector 
Steering Group

►The purpose of the Review is to assess whether there 
are better ways to fund the ARC sector
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The Review is governed by a cross-sector Steering Group

Member Organisation

Chris Fleming DHB Sponsor

Jill Lane Ministry of Health Sponsor

Jon Shapleski CentralTAS

Stephanie Clare Age Concern

Roy Reid Grey Power

Dr Phil Wood Ministry of Health

Ross Judge Ministry of Health

Victoria Brown CANZ

Member Organisation

Simon O’Dowd NZACA

Max Robins NZACA

Simon Wallace NZACA

Paul Barber NZCCSS

Kate Sladden Auckland DHB

Nicola Ehau Tairawhiti DHB

Tracey Schiebli Whanganui DHB

Jason Power South Canterbury DHB
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Review methodology: key components

Data analysis:

►Government data 
collections

►Provider 
information 
including surveys, 
financial 
statements, and 
public reports

Engagement: 

►Consumers / older 
people 

►ARC providers 

►Health and social 
care providers 

►Government 
agencies and 
DHBs 

Literature scan:

►Funding models 
used in similar 
OECD countries

►Research about 
relationship 
between funding 
models, quality of 
care and market 
outcomes
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Issues and themes
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Issues guiding the Review

As developed through a workshop with the Review’s Steering Group, four key 
issues are guiding the Review:

Sensitivity Alignment Variation Capacity

The funding 
model could be 

more sensitive to 
the needs of 

residents 

There is potential 
to better align 

policy and 
funding settings 
that impact on 

ARC

There is variation 
in access and 

models of care 
across the 

country

There has been 
patchy 

investment in 
workforce and 
bed capacity
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Summary of stakeholder themes

Sensitivity Alignment Variation Capacity

Acuity

Cultural 
appropriateness

Well-being

Medical cover

Medicines advice

Compliance costs

Needs 
assessment

Costs for 
residents

DHB contracting

Workforce 
recruitment & 

retention

Rurality

Capital costs
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Unprepared for the 
future

Lack of awareness
Staying at home is a 

priority

Too ‘young’ for aged 
care

Selection criteria is 
fairly simple

Expect government 
funding for some things

Consumer engagement themes
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1 2
Life expectancy is increasing but 
people are spending more time in 
dependence

Rest home bed-days have been decreasing 
while hospital and dementia bed-days have 
been increasing

+3.5 years (+4%)

+9% of time 
dependent

Māori men spend 
a greater 

proportion of 
their life 

dependent than 
non-Māori menWomen, 1996-2013

Rest home use per capita has been decreasing while 
hospital and dementia use are relatively stable 

Key trends in the NZ ARC sector

3 The length of stay in ARC is decreasing4
Investments in home based care show 
some relationship with lower ARC use
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6

8

Nearly all new investment is by group providers, 
with most charging premiums

Home ownership is falling for nearly all 
older age groups (Census figures)

~60%

100% Of new facilities 
charge extra fees

Charge extra fees

~63% Of residents at a facility with 
extra charges, pay for premium 
services

Sources: NZACA; Grant 
Thornton; EY provider survey

Key trends in the NZ ARC sector cont’d

$21 Extra charge rate per day on 
average

Facilities have increased in size (number 
of beds)

Demand has been growing slowly while 
prices and costs have risen

Sources: NZACA; Stats NZ; MOH

Sources: HFA, Central TAS

5

7
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1 2

3

Over the next 20 years, the 
number of people aged 85+ will 
triple, to 207,000 people

Population 
growth and 
ageing will 
vary across 
NZ, posing 
different 
challenges 
for DHBs 
and 
providers

Bed-days are projected to increase 
over the next decade
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Key projections for the NZ ARC sector

4
The acuity of ARC residents will likely continue to 
increase
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5 6

7

Based on projected demand and current reported hours per 
resident day, the nursing and caregiver workforce needed for 
ARC by 2031 could climb to ~30,000 FTEs (+12,000) from 
2017.  

Population ageing will result in 
more deaths per year in NZ from 
2026

Spending on 
health care is 
projected to 
increase

48%

84%
Projected increase 
in deaths that will 
occur in ARC, 2016 
- 2038

Projected increased in 
number of deaths in NZ, 
2016 - 2038

Source: Treasury (2016)

Government health expenditure 
excluding ACC 

Key projections for the NZ ARC sector cont’d
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How we’re thinking about the funding model for ARC
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What do we mean by ‘funding model’?

►A funding model allocates financial resources to enable human, physical and 
technological resources to be used

►Components:

►Units 

►Prices 

►Arrangements for payment

Funding models shape how people behave through the incentives they create
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Should New Zealand have more levels of care, like many 
other countries do? 

Rest home

Hospital

Dementia 

Psychogeriatric  
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Levels of care
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Should New Zealand make more distinction in the funding 
model between components of care? 

Inclusive 
payment

Accommodation
(‘shelter’)

Core support care

Basic care
(‘necessities’)

Additional care

Components of care

Additional 
support
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Residential care

Long term / 
indefinite

Rest home, hospital, 
dementia, 

psychogeriatric

Home care

Respite care

Intermediate care

Rehabilitation
incl. short term residential stays

Step up / step down care
Day programmes

Primary 
care

Allied 
health

Pharmacy Hospice

DHB 
specialist 
services

Social 
support 
services

Emergency 
services

DHB 
district 
nursing
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How should New Zealand think about different types of 
care?
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►Based on discussion at the stakeholder forums in July, options are being 
developed:

1. For better defining care levels using interRAI

2. For better matching capacity with demand through changes in how 
accommodation is funded

3. To support appropriate access to ARC for rural populations

4. To improve access to primary care, pharmacy and allied health for ARC 
residents

5. For encouraging an appropriate mix of short-stay and long-stay care

Five areas of focus for option development



EY | 19© 2018 Ernst & Young, New Zealand. EY | 19

Next steps

1 Focus workshops for key funding model options 

Stakeholder forums to test / critique funding model options 

Development of draft report for Review Steering group

2

3
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Questions?
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EY | Assurance | Tax | Transactions | Advisory

Ernst & Young New Zealand ("Consultant") was engaged on the 
instructions of CentralTAS ("Client") to conduct a review of the funding 
model for aged residential care ("Project"), in accordance with the 
engagement agreement dated 22 December 2017, including the General 
Terms and Conditions (“the Engagement Agreement”).

The results of the Consultant’s work, including the assumptions and 
qualifications made in preparing the report, are set out in the 
Consultant's report dated September 2018 ("Report").  You should read 
the Report in its entirety including any disclaimers and attachments.  A 
reference to the Report includes any part of the Report.  No further 
work has been undertaken by the Consultant since the date of the 
Report to update it.

Unless otherwise agreed in writing with the Consultant, access to the 
Report is made only on the following basis and in either accessing the 
Report or obtaining a copy of the Report the recipient agrees to the 
following terms. 

1. Subject to the provisions of this notice, the Report has been prepared 
for the Client and may not be disclosed to any other party or used by 
any other party or relied upon by any other party without the prior 
written consent of the Consultant.

2. The Consultant disclaims all liability in relation to any other party who 
seeks to rely upon the Report or any of its contents.

3. The Consultant has acted in accordance with the instructions of the 
Client in conducting its work and preparing the Report, and, in doing so, 
has prepared the Report for the benefit of the Client, and has considered 
only the interests of the Client.  The Consultant has not been engaged to 
act, and has not acted, as advisor to any other party.  Accordingly, the 
Consultant makes no representations as to the appropriateness, 
accuracy or completeness of the Report for any other party's purposes. 

4. No reliance may be placed upon the Report or any of its contents by 
any recipient of the Report for any purpose and any party receiving a 
copy of the Report must make and rely on their own enquiries in relation 
to the issues to which the Report relates, the contents of the Report and 
all matters arising from or relating to or in any way connected with the 
Report or its contents.

5. Subject to clause 6 below, the Report is confidential and must be 
maintained in the strictest confidence and must not be disclosed to any 
party for any purpose without the prior written consent of the 
Consultant.

6. All tax advice, tax opinions, tax returns or advice relating to the tax 
treatment or tax structure of any transaction to which the Consultant’s 
services relate (“Tax Advice”) is provided solely for the information and 
internal use of Client and may not be relied upon by anyone else (other 
than tax authorities who may rely on the information provided to them) 
for any purpose without the Consultant’s prior written consent.  If the 
recipient wishes to disclose Tax Advice (or portion or summary thereof) 
to any other third party, they shall first obtain the written consent of the 
Client before making such disclosure.  The recipient must also inform the 
third party that it cannot rely on the Tax Advice (or portion or summary 
thereof) for any purpose whatsoever without the Consultant’s prior 
written consent.

7. No duty of care is owed by the Consultant to any recipient of the 
Report in respect of any use that the recipient may make of the Report.

8. The Consultant disclaims all liability, and takes no responsibility, for 
any document issued by any other party in connection with the Project.

9. No claim or demand or any actions or proceedings may be brought 
against the Consultant arising from or connected with the contents of 
the Report or the provision of the Report to any recipient.  The 
Consultant will be released and forever discharged from any such claims, 
demands, actions or proceedings.

10. To the fullest extent permitted by law, the recipient of the Report 
shall be liable for all claims, demands, actions, proceedings, costs, 
expenses, loss, damage and liability made against or brought against or 
incurred by the Consultant arising from or connected with the Report, 
the contents of the Report or the provision of the Report to the 
recipient.

11. In the event that a recipient wishes to rely upon the Report that 
party must inform the Consultant and, if the Consultant so agrees, sign 
and return to the Consultant a standard form of the Consultant’s 
reliance letter.  A copy of the reliance letter can be obtained from the 
Consultant.  The recipient’s reliance upon the Report will be governed by 
the terms of that reliance letter.


