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1 Executive summary 

1 UMR Research 2021 

1.1 About this document
This	document	sets	out	the	Retirement	Villages	
Association	of	New	Zealand	(RVA)	response	to	the	
Commission	for	Financial	Capability	White	Paper	
Retirement villages legislative framework: assessment 
and options for change 2020.

In	this	document	we:

• Respond	to	the	five	key	questions	asked	in	the	
White Paper

• Provide	context	and	background	including	our	
recent	response	to	a	Consumer	NZ	report	on	
retirement villages

• Discuss	in	more	detail	issues	raised	and	individual	
recommendations	made	in	the	White	Paper.

1.2 Executive summary 
The	Retirement	Villages	Association	of	New	Zealand	
(RVA)	welcomes	the	opportunity	to	join	the	conversation,	
begun	in	the	White	Paper	released	by	the	Commission	
for	Financial	Capability	(CFFC),	about	the	statutory	and	
operating	framework	for	retirement	villages.

The	White	Paper	is	ultimately	not	just	about	retirement	
villages	(RVs),	it	is	actually	about	improving	the	quality	
and	wellbeing	of	older	New	Zealanders,	and	the	
significant	role	RVs	play	in	contributing	to	that.

Around	96%	of	residents	in	retirement	villages	are	
satisfied	with	their	decision	to	move	in,	and	score	their	
villages	highly	for	security	and	safety,	peace	of	mind	and	
a	hassle-free	lifestyle.1	This	contrasts	sharply	with	the	
Consumer	“survey”	and	feedback	from	RVRANZ.

Research	shows	that	94%	of	residents	are	also	satisfied	
with	the	quality	of	legal	advice	received	on	the	financial	
model	and	commercial	terms	prior	to	moving	into	a	
retirement	village.¹

We	consider	that	the	current	statutory	and	operating	
framework	–	the	Retirement	Villages	Act	2003,	its	
Regulations,	and	the	Retirement	Villages	Code	of	
Practice	2008	–	is	fit	for	purpose.	

This	framework	provides	a	comprehensive	and	effective	
resident-focused	consumer	protection	regime.	Minimum	
standards	are	set	out	in	the	Code	of	Practice,	which	
is	regularly	reviewed	by	the	CFFC	and	amended	as	
required	to	keep	it	current.	One	example	was	the	
changes	made	following	the	Canterbury	earthquakes,	
when	residents	would	be	repaid	100%	of	the	original	
capital	sum	if	a	unit	or	village	is	not	rebuilt	following	
a disaster.	

Within	the	current	framework,	our	members	have	
flexibility	to	differentiate	their	commercial	offerings	
and	give	customers	considerable	choice.	Increased	
prescription	of	the	commercial	terms	permitted	under	
the	Act,	such	as	weekly	fees,	deferred	management	
fees	or	re-licensing	gain	sharing	would	reduce	choice,	
which	we	consider	is	not	in	the	best	interests	of	older	
New	Zealanders.	However,	we	do	see	several	areas	
where	we	can	work	with	the	CFFC	to	develop	and	
deliver	best	practice	in	our	operations.

Our	members	pride	themselves	on	the	care	and	
approach	they	take	to	engaging	with	their	customers	
and	on	their	record	of	proactive	self-regulation	and	
pioneering	of	the	current	model,	and	this	approach	
will continue.

Photo credit: Generus Group
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Evidence	that	we	are	delivering	what	New	Zealanders	
want	within	the	current	framework	is	shown	in	our	
increasing	market	share	(proportion	of	75+	population	
living	in	RVs).

We	acknowledge	the	White	Paper’s	reference	to	a	
shortage	of	affordable	and	social	housing	for	older	
New Zealanders.	Retirement	villages	make	a	substantial,	
national	contribution	to	providing	age-appropriate	
homes	and	care,	but	our	sector	is	neither	responsible	
for,	nor	capable	of	resolving	all	housing	supply	issues	for	
older	New	Zealanders.	Social	housing	requires	Crown	
funding	support.	

We	welcome	the	opportunity	to	work	with	the	
Retirement	Commissioner	and	the	Government	to	
review	the	following	areas:

• re-licensing and buyback process and timing 
–	to	ensure	it	is	better	understood,	supported	and	
reported,	and	achieves	better	alignment	of	interests	
between	residents	and	operators

• status of weekly fees after the resident leaves – to	
consider	the	best	practice	around	the	treatment	of	
weekly	fees	when	the	resident	vacates	the	unit

• transition to care arrangements	–	agree	best	
practice	disclosure	guidelines,	using	the	RVA’s	best	
practice	guide	for	members	as	a	starting	point,	and	
incorporating	the	same	into	the	Code	to	ensure	
consistency between operators

• complaints system / voice for residents –	
advancing	a	joint	review	of	the	memorandum	
of	understanding	(MOU)	between	the	RVA	and	
the	Retirement	Village	Residents	Association	of	
New Zealand	(RVRANZ)	to	formally	adopt	a	best	
practice	framework,	and	consider	appointment	
of	an	ombudsman-style	role	if	it	is	shown	to	be	
value	for	money,	given	the	very	small	number	of	
unresolved complaints

• operator chattels repairs and replacements –	to	
advance	best	practice	that	repair	and	replacement	
costs	of	operator	chattels	are	met	by	operators,	
but	with	reasonable	protection	for	operators	against	
unreasonable	chattel	damage/depreciation.

These	proposals	are	supported	by	the	vast	majority	of	
RVA	members	who	represent	96%	of	the	sector	(by	
unit	numbers).	However,	we	acknowledge	that	some	
members,	for	example	operators	of	small-scale,	older	
complexes	and	some	not-for-profit	operators,	face	
particular	circumstances	that	may	require	a	different	
approach	to	some	or	all	of	the	above	matters	to	
ensure sustainability.

We	welcome	discussion	on	shared	concerns	with	the	
CFFC,	the	RVRANZ,	and	other	key	stakeholders	to	
progress	these	issues,	and	make	targeted	changes	to	
the	Code	of	Practice	where	necessary.
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2 Feedback on the CFFC’s five key questions

2.1 Has this White Paper canvassed the 
issues fairly and accurately?
In	the	main,	yes.	However,	in	the	RVA’s	opinion:

• while	the	White	Paper	has	facilitated	a	timely	and	useful	
discussion	on	the	sector,	it	fails	to	distinguish	between	
the	legislative	issues	that	all	operators	must	comply	
with,	and	the	elements	of	the	competitive	model	that	
allow	operators	flexibility	and	the	ability	to	differentiate	
themselves	from	their	competitors.	Prescribing	the	latter	
will	reduce	genuine	choice	for	intending	residents

• the	White	Paper	places	undue	weight	on	feedback	
and	complaints	from	a	small	minority,	when	it	is	clear	
that	the	level	of	customer/resident	satisfaction	is	
overwhelmingly	strong.

2.2 Are there any important points that 
are missing?
As	noted	above,	there	are	a	number	of	important	
characteristics	of	the	sector	which	cannot	be	viewed	in	
isolation	and	must	be	considered	in	the	context	of	the	
wider	RV	model.	

The	RVA	characterises	the	model	as	a	‘balloon’.	It	is	not	
possible	to	take	some	air	out	without	affecting	the	whole	
balloon.	In	the	same	way	that	reviewing	or	adjusting	
elements	of	the	model	in	isolation	will	have	unintended	
consequences	across	the	whole	sector	and	for	both	
existing	and	intending	residents.	

In	this	document,	we	set	out	the	various	components	of	
the	model	and	how	it	has	evolved	to	provide	a	holistic	
package	of	services	balanced	with	a	market	accepted	
financial	model.

2.3 Do you agree that a full review of 
the retirement villages framework should 
be undertaken?
A	full	review	is	not	warranted	but	we	concede	there	
are	aspects	that	would	benefit	from	a	mutual	re-
examination.	As	set	out	in	the	document,	we	consider	
the	framework	remains	fit	for	purpose.	We	see	room	
for	improvement	in	some	operational	practices,	which	
can	be	achieved	through	self-regulation	and	targeted	
amendments	to	the	Code	of	Practice.

2.4 If you replied No to Q3, are there any 
issues that still need attention?
Yes.	The	RVA	recommends	a	partial,	targeted,	review	of	
the	following	items:

• re-licensing and buyback process and timing –	to	
ensure	it	is	better	understood	at	the	time	of	entry	into	
a	village,	supported	and	reported,	and	achieves	better	
alignment	of	interests	between	residents	and	operators

• status of weekly fees after the resident departs 
–	to	further	advance	best	practice	around	stopping	
weekly	fees	once	the	unit	is	vacated

• transition to care arrangements –	agree	best	
practice	disclosure	guidelines,	using	the	RVA’s	best	
practice	guide	for	members	as	a	starting	point,	and	
incorporating	the	same	into	the	Code	to	ensure	
consistency between operators

• complaints system / voice for residents –	
advancing	a	joint	review	of	the	MOU	between	
the	RVA	and	RVRANZ	to	formally	adopt	a	best	
practice	framework,	and	consider	appointment	of	
an	ombudsman	if	there	is	value	for	money,	given	the	
very	small	number	of	unresolved	complaints

• operator chattels –	to	advance	best	practice	
that	repair	and	replacement	costs	associated	
with	operator	chattels	are	met	by	operators,	but	
with	reasonable	protection	for	operators	against	
unreasonable	chattel	damage/depreciation.
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2.5 Is there anything else you would 
like to say?
The	RV	legislation	is	highly	flexible	and	this	has	facilitated	
the	diversity	of	business	models	and	the	competitive	
offerings	that	older	New	Zealanders	have	access	to	
today.	There	is	genuine	consumer	choice.	Increasing	
demand	and	market	share	shows	we	are	delivering	
what	New	Zealanders	want.

Increased	prescription	of	commercial	terms	would	
reduce	choice,	and	reduce	the	ability	for	the	sector	to	
respond	to	customer	demand,	which	we	consider	is	not	
in	the	best	interests	of	older	New	Zealanders.

2 UMR Research 2021

The	substantial	majority	of	residents	in	RVs	are	satisfied	
with	their	decision	to	move	in,	and	score	their	villages	
highly	for	security	and	safety,	peace	of	mind	and	a	
hassle-free	lifestyle.2	This	contrasts	sharply	with	the	
Consumer	“survey”	and	feedback	from	the	RVRANZ.

We	are	ready	to	engage	on	reasonable	points	of	
difference,	but	we	caution	against	giving	too	much	
weight	to	a	small	number	of	complaints.	

We	propose	to	work	with	the	CFFC	to	undertake	further	
diligence	of	both	current	and	any	future	complaints	
to	fully	understand	the	underlying	basis	of	these	
complaints	and	where	necessary	to	identify	changes	to	
best practice for operators.
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3 Setting the scene 

3 JLL research, preliminary NZRVD 2021

3.1 Overview 
The	RV	industry	today	is	part	of	New	Zealand’s	
mainstream	housing	options	for	older	people.	As	at	Q1	
2021,	there	were	417	villages	registered	with	the	Registrar	
of	Retirement	Villages,	with	around	36,000	units	that	are	
home	to	an	estimated	46,800	older	New Zealanders,3 
approximately	14%	of	the	population	aged	over	75.

Today’s	villages	are	characterised	by	a	variety	of offerings.	

• 62%	of	all	units	are	owned	by	the	corporate	
sector	(including	publicly-listed	companies	such	
as	Ryman Healthcare,	Oceania,	Arvida,	and	
Summerset Group)

• 10%	are	in	the	not-for-profit	sector	(for	example,	
Selwyn	Foundation,	Masonic	village	trusts,	church	
and	welfare	organisations)	

• 28%	are	independently	owned.	

Fig.1 RV characterisation

The	median	village	size	is	61	units,	demonstrating	
the	extent	to	which	the	sector	is	skewed	towards	
smaller villages.

95%	of	units	are	occupied	as	‘Licences	to	Occupy’	
(LTO)	and	the	remaining	5%	are	mostly	held	as	a	
unit title.

The	terms	of	the	LTO	vary	between	operators,	and	in	
many	cases	reflect	the	result	of	individual	negotiations	
between	the	operator	and	resident	at	the	time	of	entry	
into	a	village	with	the	support	of	independent advice.

Around	66%	of	villages	have	a	care	facility	on-site	
offering	residents	a	continuum	of	care	from	independent	
living	through	to	potentially	hospital	and	specialised	
dementia	care.	Almost	all	new	villages	now	offer	or	
expect	to	offer	a	continuum	of	care,	responding	to	
demand	from	residents	as	their	needs	change.	

Given	the	diversified	nature	of	the	sector,	any	regulatory	
change	will	need	to	consider	the	impact	on	different	
groups,	particularly	the	smaller	and	not-for-profit	operators.	
A	‘one	size	fits	all’	approach	is	unlikely	to	be suitable.

3.2 A short history of the retirement 
village sector
The	first	RV	–	Selwyn	Village	in	Auckland	–	was	established	
by	the	Selwyn	Foundation	(a	not-for-profit	organisation)	in	
1964	and	up	until	the	early	1980s,	the	industry	remained	
largely	in	the	hands	of	the	not-for-profit	sector.	

The	sector	experienced	rapid	expansion	in	the	
mid-1980s,	fuelled	by	an	increasingly	ageing	
demographic.	The RVA	was	established	in	1989	with	
members	from	19 operating	villages.

Following	its	inception,	the	RVA	quickly	established	
a	pattern	of	being	actively	self-regulating	and	taking	
responsibility	for	standards	within	the	industry.	This	
has	continued	throughout	its	existence,	always	with	
the	intent	‘to	promote	and	protect	the	resident-funded	
housing	industry	in	New	Zealand’.	This	cooperative	and	
supportive	approach	allowed	the	industry	to	grow	and	
its	pro-active	stance	contributed	to	the	association’s	
growing	credibility	with	legislators	and	officials.

By	December	1989,	the	first	industry	Code	of	Practice	
was	established	and	this	has	continuously	been	revised	
and	updated	over	the	years	to	remain	current.	The	RVA’s	
Code	of	Practice	formed	the	basis	for	the	first	legislated	
Code,	which,	with	modifications	as	a	result	of	the	CFFC’s	
monitoring	programme,	remains	in	place today.

In	1993,	the	Association	submitted	a	report	to	the	
Securities	Commission	supporting	the	concept	of	
separate	legislation	for	RVs.	The	Retirement	Villages	Act	
was	formalised	on	30	October	2003.

3.2.1 The role of the statutory supervisor
An	important	element	of	NZ’s	regulatory	regime	is	
the	independent	statutory	and	contractual	role	of	the	
statutory	supervisor.	That	role	includes	protecting	the	
financial	interests	of	residents,	providing	an	independent	
stakeholder	facility	for	residents’	deposits,	reporting	
annually	to	residents	and	the	Registrar	of	Retirements	
Villages	on	the	performance	of	duties	and	the	exercise	of	
powers,	being	satisfied	with	the	village	insurance	cover	
and	being	involved	in	the	complaints	process	where	an	
operator	has	been	unable	to	resolve	complaints.	

 Corporate sector
	Not-for-profit	sector
	Independently	owned

62%

28%

10%

The median village size is  
61 units demonstrating the extent 

to which the sector is skewed 
towards smaller villages
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In	addition,	statutory	supervisors	generally	hold	a	first	
ranking	security	over	the	village	land	(on	behalf	of	
residents)	and	operators	need	statutory	supervisor	
consent	to	borrow	money	and	develop	the	village.	
Statutory	supervisors	can	apply	to	the	courts	for	orders	
if	the	supervisor	believes	that	the	financial	position	of	
the	retirement	village,	the	security	of	the	interests	of	the	
residents,	or	the	management	of	the	retirement	village	
is inadequate.

3.2.2 Historical supply development 
Over	the	last	30	years	or	so	the	popularity	of	RV	
living	has	grown	dramatically.	In	1998	there	were	
approximately	10,000	villas	and	apartments;	by	
2000 this	had	grown	to	12,800	units	(up	27%).4 

Since	2014,	the	number	of	villages	has	increased	by	
19%	to	417,	resulting	in	a	staggering	43%	increase	
in	unit	numbers.5	Today,	RVA	members	provide	circa	
36,000	completed	villas	and	apartments	which	are	
home	to	around	46,800	older	New	Zealanders.5

As	at	March	2021,	14%	of	the	75+	year	old	population	
live	in	RVs,	up	from	9.4% in	2012.5 

Fig. 2 Growth in number of RV units / dwellings from 
2013 – 2020 
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3.3 Setting the scene

3.3.1 Demand for RV product continuing to grow
Demand	for	RV	accommodation	reflects	a	combination	
of	the	increasing	75+	aging	cohort	and	the	success	and	
attractiveness	of	the	RV	offering.

3.3.1.1 Response to New Zealand’s growing 
aging cohort
The	rapid	growth	in	unit	numbers	is	a	direct	reflection	
of	our	growing	ageing	population,	particularly	amongst	
those	aged	75+	years.	Between	2020	and	2043,	the	
number	of	people	aged	75+	is	projected	to	increase	
by	almost	460,000,	or	142%.	Consistently	rising	
penetration	rates	also	point	to	a	growing	market	share	
and	increased	awareness	of	the	benefits	of	RV	living.	

Fig.3. Historical and forecasted growth of ageing 
population (75+)
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Even	if	penetration	remains	at	14%,	by	2028	there	will	
be	demand	for	an	additional	17,800	units.	This	is	an	
almost	50%	increase	on	the	current	number	of	units	in	
just	seven	or	eight	years.

3.3.1.2 The attractiveness of the RV model
The	principal	drivers	for	the	attractiveness	of	the	RV	
model	have	been	a	combination	of:	

• product	enhancements	by	operators	

• residents’	desire	for	greater	personal	security,	and	

• the	attractiveness	of	equity	release,	particularly	where	
a	continuum	of	care	is	offered.	

A	2016	study	by	the	Centre	for	Research	Evaluation	
and	Social	Assessment	(CRESA)	indicated	that	the	
equity	release	from	down-sizing	to	an	RV	is	often	greater	
than	the	equity	extracted	from	down-sizing	to	a	smaller	
own-your-own	unit.

More	New	Zealanders	than	ever	are	choosing	to	live	in	
a	RV,	with	the	most	common	reasons	including	security,	
companionship	and	a	vibrant,	active	community	of	like-
minded	people.6

Given the diversified nature of 
the sector, any regulatory change 
will need to consider the impact 
on different groups, particularly 
the smaller and not-for-profit 
operators. A ‘one size fits all’ 
approach is unlikely to be suitable.
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The	sector	has	carried	out	regular	independent	surveys	
of	its	residents	since	the	early	2000s;	all	surveys	show	
an	extremely	high	level	of	resident	satisfaction,	typically	
around	96%.	This	includes	those	responding	as	very	
satisfied,	satisfied	or	neutral.	Villages	also	consistently	
score	between	80	and	90%	satisfaction	against	the	
top	three	most	important	factors	which	are	all	centred	
around	the	wellbeing	of	residents	–	security	and	safety,	
peace	of	mind	and	a	hassle-free	lifestyle.	

3.3.2 Wider context of the existing operating model

3.3.2.1 The New Zealand perspective
Underlying	the	New	Zealand	model	is	the	understanding	
that,	in	the	majority	of	cases,	residents	do	not	own	the	
bricks	and	mortar	of	the	RV	units.	Instead,	residents	
have	a	contractual	right	to	live	in	a	village	and	enjoy	the	
village	amenities	and	services	for	as	long	as	they	want	
or	until	they	are	unable	to	live	independently,	at	which	
point	they	would	either	depart	the	village	or	(if	available)	
move	into	a	care	unit.	

In the simplest terms, the model is one where the 
residents forward-fund their occupation, and the 
operator absorbs any market and operating risk. At 
its	heart	the	model	provides	peace	of	mind	for	residents	
during	the	latter	stages	of	their	life.

The	RVA	believes	that	the	regulatory	regime	
underpinning	this	model	is	‘world-leading’,	a	claim	that	
is	reinforced	by	a	report	produced	by	the	International	
Longevity	Centre	(ILC)	–	UK,	an	independent	non-
partisan	research	organisation	looking	at	longevity,	
ageing	and	population	change.	This	report	states	

“Perhaps	the	strongest	example	of	legislation	specific	
to	this	sector	[RVs]	comes	from	New	Zealand,	where	
the	Act	was	passed	in	2003”.	The	report	noted	“The	
NZ	model	incorporates	a	range	of	innovative	elements	
that	outline	the	requirements	for	operators	and	offer	
extensive	consumer	protection.”

3.3.2.2 Independent Living
Until	the	1990s,	the	industry	was	still	operating	with	a	
range	of	ownership	models.	This	created	considerable	
challenges	at	times.	A	notable	example	occurred	
in	1994,	when	the	prior	owners	of	Peninsula	Club,	
Whangaparaoa,	a	cross-lease	village	outside	the	
coverage	of	the	Securities	Act,	became	insolvent	due	to	
a	compulsory	buy-back	agreement	and	abandoned	the	
partially-developed	village,	forcing	residents	to	take	over	
the	day-to-day	management.	Government	intervention	
included	the	appointment	of	Statutory	Managers,	and	
negotiations	with	new	commercial	interests	led	to	
the	safeguarding	of	resident	tenure	and	the	eventual	
winding	down	of	the	cross	lease	structure	and	its	
replacement	with	a	LTO	model.

Today,	there	are	two	main	types	of	Occupation	Right	
Agreements	(ORA)	–	the	LTO	and	a	unit	title,	with	the	
split	broadly	being	95:5.	

Over the five-year period to 2019, the 
number of villages increased by 19% to 
417, resulting in a staggering 43% increase 
in unit numbers to almost 36,000.

The report noted “The NZ 
model incorporates a range of 

innovative elements that outline the 
requirements for operators and offer 

extensive consumer protection.”
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The	LTO	model	requires	a	capital	sum	to	be	paid,	which	
is	usually	less	than	the	value	of	the	average	freehold	
home	in	the	location	of	the	village,	and	when	the	resident	
leaves	the	village,	the	operator	re-licences	the	unit	to	a	
new	resident	and	refunds	between	70%	and	80%	of	the	
original	capital	sum	to	the	leaving	resident	(or	their	estate).	

The	20%	to	30%	the	operator	retains	is	called	the	
Deferred	Management	Fee	(DMF)	which	is	usually	
accrued	in	tranches	over	the	first	three	to	five	years	of	a	
resident’s	occupation.	The	DMF	is	used	to	refurbish	the	
unit,	reinvest	in	the	business,	and	provide	(in	part)	the	
operator’s	return	on	capital.	

The	price	paid	by	the	new	resident	for	the	LTO	is	
typically	higher	than	the	leaving	resident	originally	paid,	
which	gives	rise	to	a	gain	on	re-licensing	of	the	LTO.	
This	capital	sum	received	by	the	operator	for	the	re-
licensing	of	a	unit	is	not	the	outgoing	resident’s	concern.

Residents	also	pay	a	village	levy,	which	may	be	fixed	
during	the	period	of	their	occupancy.	This	levy,	referred	to	
as	a	weekly	fee,	is	insufficient	to	fund	capital	expenditure	
and	all	operating	costs.	It	is	often	significantly	subsidised	
and	around	60%	of	operators	also	offer	a	fixed	weekly	
fee	so	as	not	to	expose	residents	to	the	very	real	and	
significant	inflation	risk.	For	example,	residents	on	a	fixed	
weekly	fee	would	not	be	exposed	to	the	proposed	17%	
increase	in	Wellington	City’s	2021-22	rates.

The	following	example	illustrates	the	most	prevalent	LTO	
funding	model.

Fig. 4 LTO funding model

Under	the	unit	title	structure	which	represents	around	
5%	of	the	market,	the	terms	can	vary	greatly	from	village	
to	village.	The	use	of	a	unit	title	structure	does	not	
automatically	mean	that	residents	are	entitled	to	all	capital	
gain,	control	the	sales	process	and	do	not	pay	a	DMF.	
Where	a	resident	is	entitled	to	capital	gain	the	responsibility	
for	internal	maintenance	will	also	lie	with	the	resident.

A	“common”	unit	title	structure	will	result	in	a	resident	
receiving	the	sale	price	less	10-20%	as	a	DMF,	and	the	
resident	meeting	all	refurbishment	and	sale	costs.	The	
incoming	resident	will	need	to	be	approved	and	meet	
the	entry	criteria	set	by	the	operator,	and	the	registration	
of	a	caveat	or	encumbrance	over	the	resident’s	unit	title	
will	stop	the	resident	from	transferring	the	title	without	
the	operator’s	consent.	In	addition,	the	operator	will	
usually	have	a	first	right	of	refusal	to	buy	back	the	unit	
title	and	the	resident’s	estate	has	to	offer	the	unit	for	sale	
on	the	death	of	the	resident.

In	all	cases	residents	will	be	liable	to	pay	a	village	levy	
in	the	form	of	body	corporate	fees	and	in	most	cases	
these	will	not	be	fixed	or	subsidised	by	the	operator.	The	
operator	will	usually	own	the	community	facilities	under	a	
body	corporate	structure,	and	the	resident	has	access	
to	them	under	their	ORA.	

In	addition	to	LTO	and	unit	title	offerings,	62	RVA	member	
villages	offer	674	rental	units	as	part	of	their	village	stock.	
Approximately	one	quarter	of	RVA	members	note	that	
they	have	seen	demand	for	a	rental	model	in	their	area.	
Almost	half	of	members	acknowledge	that	there	could	
be	a	need	for	‘a	new	proposition	to	appeal	to	the	new	
retiree’,	while	one	third	agree	that	‘falling	home	ownership’	
could	result	in	a	lower	demand	for	units	and	potentially	
drive	new	village	options.	RV	operators	are	conscious	of	
this,	and	the	sector	has	consistently	shown	that	it	can	
adapt	to	market	demand.	However,	it	is	important	to	
bear	in	mind	that	the	RV	Act	is	designed	to	regulate	and	
protect	a	RV	offering	where	the	resident	makes	a	capital	
payment.	New	propositions	to	appeal	to	“new	retirees”	
which	do	not	include	a	capital	payment	should	not	be	
governed	by	the	RV	Act.

Retirement	villages	have	significant	long-term	capital	
expenditure	requirements.	Every	ten	to	fifteen	years,	
major	sums	of	capital	are	reinvested	in	the	grounds,	
shared	facilities	and	residential	buildings	to	ensure	a	
continued	quality	living	environment	for	residents.	There	
are	also	cases	of	incidental	capital	expenditure.	

For	example,	in	2017	Metlifecare	experienced	a	number	
of	leaky	building	issues	resulting	in	repair	costs	of	tens	
of	millions	across	five	villages.	Metlifecare,	which	runs	a	
LTO	model,	fully	funded	this	cost	and	residents	were	no	
worse	off	as	a	result	of	these	material	capital	repair	costs.

…residents forward fund their 
occupation, and the operator 

absorbs any market and 
operating risk. At its heart the 

model provides peace of mind 
for residents during the latter 

stages of their life.

All surveys show an extremely 
high level of resident satisfaction, 
typically in excess of 97%.

Unit built for  
$350,000

-25%=$300,000 
Returned to 

resident

On termination, 
$450,000 

returned to 
resident

DMF $150,000 
Retained by 

operator

Unit sells for 
$600,000

Unit sells for 
$400,000

Unit sells for 
$800,000

DMF $100,000 
Retained by 

operator

DMF $200,000 
Retained by 

operator

On termination,  
$600,000 

returned to 
residents
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Under	a	LTO	model,	DMF	revenues	and	the	village	levy	
are	insufficient	to	cover	these	very	real	and	long-term	
capital	expenses.	

The	net	proceeds	generated	from	the	re-licensing	of	
a	LTO	to	a	new	resident	are	required	by	the	operator	
to	fund	these	wider	village	services	and	long-term	
maintenance	capital	expenses.	The	price	paid	for	
the	LTO	is	effectively	inflation	indexed	as	the	value	
for	the	LTO	is	linked	to	local	freehold	property	values.	
This	structure	ensures	future	funding	certainty	for	
these	costs,	and	that	those	costs	are	apportioned	to	
new residents.	

In	a	unit	title	village	(and	in	some	Australian	models),	
residents	are	fully	exposed	to	capital	expenditure,	
including	in	cases	where	there	is	significant	
unforeseen expenditure.	

The	New	Zealand	LTO	model	provides	peace	of	mind	
for	residents	who	also	have	a	high	level	of	certainty	on	
what	their	overall	occupancy	costs	will	be	from	the	day	
they	enter	the	village	until	the	day	they	leave.

3.3.2.3 Aged care
As	a	result	of	resident	demand	for	future-proofed	care	
needs,	most	contemporary	RV	developments	focus	on	
providing	residents	with	an	‘integrated’	village	offering	
that	offers	a	continuum	of	care.	This	means	most	
operators	combine	independent	living	units	(ILUs)	with	
care	beds	across	rest	home,	hospital	and	in	some	
cases	dementia	level	care	to	cover	the	varying	needs	of	
residents	at	different	stages	of	their	lives.	

Generally,	the	provision	of	aged	care	relies	on	
government	funding	and	typically,	40+	beds	are	
required	to	establish	the	necessary	economies	of	
scale	to	cover	the	cost	of	day-to-day	operations.	In	
response	to	industry	challenges	including	limited	growth	
of	government	funding	in	a	high	inflation	environment	
(particularly	staff	costs)	and	falling	aged	care	approvals,	
operators	have	introduced	additional	levies,	such	
as	premium	accommodation	charges,	reflecting	
differentiated	levels	of	care	and	typically	higher	quality	
accommodation,	and	for	ad	hoc	health	services	in	order	
to	sustain	their	care	operation.	

In	most	villages,	proceeds	generated	from	the	
independent	living	segment	of	the	business	are	used	
to	cross	subsidise	aged	care.	If	the	model	changes	
and	the	margin	from	ILU	development	reduces	through	
increased	regulation,	this	would	likely	result	in	a	
decrease	in	the	provision	of	aged	care	by	RV	operators	
and,	therefore	either	place	a	greater	burden	on	the	
health	system	or	increase	costs	for	care	residents.	

In 2018, Ryman Healthcare, the 
country’s largest village operator was 
also named the biggest residential 
builder with a total project value of 
circa $900 million across 39 projects, 
ahead of Fletcher Construction at 
$867 million.

Photo credit: Arvida Group



12   

RVA Response to CFFC Whitepaper

An	example	of	the	latter	is	the	shift	(which	is	gaining	
momentum)	from	weekly	charges	to	an	LTO	model	for	
care	units	(similar	to	that	used	for	ILUs)	as	a	result	of	the	
continuing	pressure	on	the	aged	care	operating	model.	

3.3.3 RVs contributing critical housing supply
The	industry	is	poised	for	future	growth	with	some	
21,400	units	in	the	pipeline	as	at	the	end	of	2020.7 
Between	2014	and	2019,	approximately	six	to	seven	
percent	of	all	new	building	consents	issued	in	New	
Zealand	were	RV	units.	In	2018,	Ryman	Healthcare,	the	
country’s	largest	village	operator	was	also	named	the	
biggest	residential	builder	with	a	total	project	value	of	
circa	$900	million	across	39	projects,	ahead	of	Fletcher	
Construction	at	$867	million.	Summerset,	Metlifecare,	
Oceania	and	Arvida	were	all	ranked	in	the	top	15.	In	
2019,	the	sector	built	1,935	units	(a	rate	of	37	per	
week)	and,	based	on	a	10%	re-licensing	rate,	around	
100	new	residents	move	to	a	village	each	week.	

It	is	clear	that	the	sector	is	playing	a	pivotal	role	in	
addressing	this	country’s	housing	needs	by	allowing	
older	New	Zealanders	to	release	and	use	the	equity	
from	their	homes	and	relocate	to	more	affordable,	
comfortable	and	purpose-built	homes,	noting	that	LTOs	
are	generally	priced	below	the	average	house	price	of	
a region.	

In	2019	this	transition	released	5,000	family	homes	
into	the	market,	thereby	increasing	housing	supply	for	
the	wider	population.	The	substantial	and	rapid	build	
rate	of	RV	units	is	providing	housing	options	for	older	
people	and	creating	new	supply	of	general	housing	at	a	
faster	rate	than	the	wider	housing	market.	This	is	partly	
attributable	to	RV	operators’	ability	to	make	better	use	
of	land	through	higher	housing	density	options.	Figure	
5	demonstrates	the	growing	average	size	of	villages	to	
meet	the	significant	future	demand	for	RV	housing.

7 JLL research, preliminary NZRVD 2021

Fig. 5: Regional breakdown of current vs proposed 
average number of units per RV
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The	construction	of	new	RVs	is	assisting	with	the	housing	
supply	shortages	in	regions	where	the	shortfall	is	greatest.	
Over	the	last	nine	years	RV	stock	in	Auckland,	Canterbury,	
the	Bay	of	Plenty	and	the	Waikato	has	grown	between	
51%	and	60%,	while	RV	stock	in	the	country	as	a	whole	
grew	nearly	60%	since	2008,	over	a	12	year	period.	

Increased	regulation	of	the	RV	sector	that	would	force	
operators	to	hold	greater	capital	reserves	such	as	
mandatory	buy-backs	for	a	given	period	of	time,	will	run	the	
risk	of	slowing	the	supply	pipeline	of	larger	operators	and	
cause	liquidity	/	financial	viability	issues	for	smaller	villages.	
This	increased	funding	cost	would	also	likely	be	passed	
on	to	the	resident	in	order	for	the	operator	to	continue	to	
achieve	its	required	return	on	capital.	Smaller	villages	are	
commonly	located	in	regional,	more	affordable,	parts	of	
New	Zealand	and	are	critical	in	catering	to	those	regions	
and	providing	a	lower	priced	alternative	to	major	cities.

This	would	have	a	negative	impact	on	housing	supply,	and	
also	have	a	knock-on	effect	on	employment	and	GDP.	A	
PwC	review	of	the	sector	from	March	2018	highlighted	
the	sector’s	$1.1	billion	contribution	to	GDP	in	2017	
(circa	0.4%	of	national	GDP),	similar	to	the	value-add	from	
department	stores	or	the	motor	vehicle	retailing	industry	
in	2016.	At	the	time	of	the	review,	the	sector	employed	
roughly	19,000	people	with	a	further	9,500	new	jobs	
projected	to	be	provided	through	the	construction	of	new	
villages	over	a	seven	to	eight-year horizon.
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3.3.4 The RV sector’s role in wider housing issues, 
and competitive nature of its market 
While	the	sector’s	contribution	has	grown	significantly	
and	is	both	substantial	and	nationally	focussed,	it	is	not	
capable	of	resolving	all	housing	supply	issues	for	older	
New	Zealanders.	There	is	clearly	an	acute	shortage	
of	social	and	affordable	housing	in	New	Zealand	and	
it	is	clear	that	delivery	of	homes	in	this	sector	is	highly	
challenged;	social	housing	is	generally	provided	(or	
substantially	supported)	by	the	Crown	and	affordable	
housing	in	large	parts	is	supported	by	not-for-profit	
housing	providers.	Indeed,	Kainga	Ora	was	established	
to	address	these	issues.

Social housing from retirement village operators 

While	most	of	the	sector’s	not-for-profit	operators	have	a	
missional	purpose	to	provide	affordable	rental	housing,	
three	in	particular	have	been	very	active	in	this	field.

Wellington’s	Masonic	Villages	Trust,	Enliven	(Presbyterian	
Support	Central)	and	the	Selwyn	Foundation	recognised	
the	need	for	social	housing	for	older	people	and	their	
retirement	village	operations	provide	support	for	that	
purpose.	Originally	each	organisation	received	outside	
support	–	the	Housing	Corporation,	the	Presbyterian	
Church,	or	philanthropic	donors	from	the	community,	
and	their	move	into	retirement	villages	allows	that	
mission	to	continue	today.	

Enliven	now	has	40+	rental	properties	as	part	of	its	care	
facilities	and	during	the	1990s	they	added	retirement	
villages	to	their	suite	of	options	for	older	people.	As	
Pat	Waite,	the	former	CEO	notes,	“we	have	to	develop	
income	streams	to	fund	our	charitable	work,	and	
retirement	living	options	help	achieve	this	for	us.	Our	
purpose	is	still	to	provide	for	the	needy,	plus	retirement	
village	living	is	a	conduit	to	care.”	

Enliven	is	currently	focused	on	building	new	
developments	in	areas	where	there	is	already	high	
demand	for	housing	options	and	is	open	to	a	variety	of	
partnership	options.	It	is	considering	the	possibility	of	
multi-generational	housing	developments.	

The	Masonic	Trust	finds	that	it	is	critical	to	have	sufficient	
reliable	cash	flow	to	allow	borrowing	to	replace	and	
upgrade	older	residential	and	care	facilities,	and	their	
strong	village	profile	basically	allows	that	to	happen.	

The Trust	is	building	a	new	retirement	village	in	
Wainuiomata	that	has	5%	of	the	units	as	affordable	
rentals	for	older	people	in	the	area.	

The	Selwyn	Foundation	has	21	affordable	rental	units	
as	part	of	their	Selwyn	Village	complex	and	a	further	
70	rental	units	pepper-potted	across	all	their	sites.	
However,	if	the	Foundation	were	to	charge	full	market	
rent	for	these	units,	residents	would	pay	some	$10,000	
annually	or	more.	The	rents	are	subsidised	largely	from	
their	retirement	village	returns.	

In	July	2017	the	Foundation	entered	into	a	joint	venture	
with	the	Auckland	Council	to	manage	the	Council’s	rental	
portfolio,	Haumaru	Housing.	Over	time,	as	residents	
have	moved	out,	units	have	been	relet	to	people	on	the	
social	housing	register.	There	is	a	considerable	amount	of	
crossover	support	from	the	Selwyn	Foundation,	including	
back	office	functions	and	executive	support,	such	as	IT,	
HR,	payroll	and	property	expertise,	but	also	wraparound	
support	for	Haumaru	residents.	These	services	include	
van	trips	and	outings,	resilience/wellbeing	checks	by	
a	qualified	nurse	for	tenants	returning	from	hospital,	
attendance	at	Selwyn	Centres,	as	well	as	providing	
tenants	with	access	to	Selwyn	Strength	and	Wellness	
Studios	located	in	Selwyn	retirement	villages.	

The RVA stresses that these innovative approaches are 
possible	because	the	regulatory	regime	is	sufficiently	
flexible	to	allow	cross-subsidisation	yet	ensure	residents’	
tenure	in	a	village	is	secure.	Altering	the	commercial	
terms	as	the	White	Paper	proposes	will	put	this	type	of	
innovation	at	risk.	

The	RV	sector	cannot	be	expected	to	solve	these	
deep	seated	issues;	while	there	are	some	not-for-profit	
entities	that	operate	RVs,	the	sector	is	overwhelmingly	
characterised	by	for-profit	entities,	and	these	entities	
play	a	critical	role	in	providing	housing	for	a	segment	of	
the	older	population.

Photo credit: The Masonic Villages Trust

Photo credit: The Masonic Villages Trust
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3.3.5 Competitive nature of the sector, and 
significant incentives to continue to strive for a 
quality customer experience

The	RV	sector	provides	a	diverse	range	of	offerings	
and	residents	have	considerable	choice	enabled	by	
the	highly	flexible	RV	legislation	and	driven	by	the	
competitive	nature	of	this	market.	

The	sector	has	always	responded	to	customer	demand	
and	like	any	successful	business	it	is	focused	on	
sustainability,	and	consequently,	on	providing	strong	
customer	experiences	and	satisfaction.	The	sector	
is	highly	incentivised	to	offer	residents	a	high	level	
of	satisfaction;	if	the	sector	cannot	achieve	this	the	
sustainability	of	RVs	would	be	undermined.

Over	the	last	ten	years,	there	have	been	numerous	
examples	of	how	the	sector	has	adapted	its	financial	
model	in	response	to	customer	expectations.	These	
include	fixing	weekly	fees,	stopping	weekly	fees	on	
exit,	no	exit	fees	other	than	the	DMF	(no	refurbishment,	
sales	and	marketing	or	administration	fees	which	
were	historically	charged	on	exit),	90-day	money	back	
guarantees	when	first	moving	in,	and	no	loss	on	LTO	
re-licensing	for	residents.

New	operating	models	are	emerging	which	demonstrate	
the	sector’s	ongoing	ability	to	respond	to	the	changing	
needs	of	its	customer	base.	A	range	of	quality	and	
different	tenure	options	have	been	key	characteristics	
and	this	continues	to	mature.	

A	good	example	is	Freedom	Villages,	based	in	Tauranga	
and	the	Waikato,	which	has	effectively	adopted	a	low-
cost,	flexible	lifestyle	village	model,	offering	residents	
the	opportunity	to	share	in	re-licensing	proceeds	and	
also	more	scope	for	the	resident	to	sell	and	market	their	
interests	in	the	village	unit	independently	rather	than	be	
bound	to	having	to	sell	to	the	operator.	While	the	model	
still	focuses	on	the	cornerstone	offering	of	RVs	such	as	
security	and	a	sense	of	community,	it	caters	to	the	more	
affordable	end	of	the	market.

Other	RV	operators	are	also	considering	diversifying	
into	offering	in-home-care	options,	to	leverage	their	
skills	and	platform	for	providing	quality	care	for	older	
New Zealanders.	

The	industry	has	continued	to	focus	unambiguously	
on	what	residents	want	and	need,	and,	so	long	as	the	
regime	remains	substantially	unchanged,	will	continue	to	
adapt	in	the	face	of	new	and	continuing	challenges.	

The	key	challenges	identified	by	the	RVA	include:	

• Scarcity	of	land	in	heavily	populated	areas	or	places	
where	people	want	to	live	in	retirement

• The	industry’s	vulnerability	to	residential	market	
downturns

• Pressures	on	funding	for	aged	care,	cost	pressures	
such	as	wage	increases	and	the	impact	of	more	
intensive	in-home	care	support	which	has	reduced	
the	number	of	older	people	being	approved	for	aged	
care	and	resulted	in	a	number	of	stand-alone	aged	
care	facilities	closing

The extensive consumer 
protections required through the 

[NZ RV] Act [2003] mean that 
residents are well-informed as 

to what they have access to, the 
operator’s responsibilities, and 

how the financial aspects of the 
tenancy are managed.

ILC – UK 
An independent non-partisan  

research organisation
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• Provision	of	care	for	the	increasing	proportion	of	RV	
residents	who	may	have	higher	levels	of	dependency	
in	the	future

• Pressures	on	providing	retirement	living	needs	to	an	
increasingly	diverse	and	multi-cultural	society

• The	demands	of	the	baby	boomer	generation

• Providing	affordable	housing	and	low-cost	villages,	
with	public/private	partnerships,	is	an	opportunity	in	
this	area	to	deliver	a	diversity	of	models,	scale,	style,	
and	cost	options.

3.3.6 Comparison with overseas models
The	New	Zealand	RV	regulatory	regime	has	been	highly	
praised	and	referred	to	as	a	best	practice	model	by	
overseas	jurisdictions	with	similar	approaches	to	RV	
living	such	as	Australia	and	the	UK.

The	Australian	model	is	most	comparable	to	
New Zealand	as	it	also	includes	an	upfront	capital	sum,	
ongoing	service	fees	and	then	a	deferred	management	
fee;	however,	a	2017,	Government-commissioned	
inquiry	into	the	fairness	and	transparency	of	business	
practices	of	the	RV	industry	in	New	South	Wales	found	
that	it	does	not	provide	the	same	degree	of	financial	
certainty	as	New	Zealand	with	regard	to	exit	fees	and	
ongoing	maintenance	levies	which	are	shared	between	
resident	and	operator	and	can	form	a	material	part	of	
recurring	charges.

By	comparison,	the	NZ	model	largely	restricts	exit	fees	
to	the	DMF	and	passes	on	the	maintenance	and	capital	
expenditure	risk	to	the	operator.	This	is	possible	as	the	
majority	of	operators	apply	net	re-licensing	proceeds	
against	these	costs,	whereas,	under	the	Australian	model,	
proceeds	are	shared	with	the	resident	to	the	extent	that	a	
lesser	level	of	service	and	certainty	is	offered.

There	is	no	statutory	supervision	in	Australia,	an	
important	component	of	the	consumer	protection	
regime	in	NZ.	

The	UK	model	is	still	emerging.	However,	the	main	
difference	is	that	residents	purchase	a	leasehold	interest	
in	the	specific	unit	they	own,	rather	than	a	contractual	
right	to	occupy.	This	can	result	in	a	whole	host	of	
challenges	for	the	resident,	the	principal	ones	being	
the	responsibility	for	maintenance,	service	charges	and	
capital	expenditure.	

A 2021 review by the Association of Retirement 
Community	Operators	(ARCO),	the	RVA’s	UK	
counterpart,	identified	LTOs	as	a	more	suitable	
contractual	arrangement	than	leasehold	as	it	is	
considered	to	strengthen	consumer	protection	and	
allow	for	risks	to	be	transferred	from	resident	to	operator.	
It	suggests	the	key	benefits	of	the	model	are:

• Enables	expansion	of	the	market,	leading	to	more	
consumer	choice

• Able	to	offer	properties	at	lower	price	points	based	
on	a	long-term	business	model

• Able	to	be	tailored	to	customer	needs

• Transfers	risk	of	long-term	repairs	and	maintenance	
from	resident	to	operator

• Transfers	risk	of	service	charge	increases	from	
resident	to	operator

• Reduces	liabilities	of	ongoing	charges	after	residents’	
occupation	ends.

ARCO	concluded	that	the	New	Zealand	LTO	model,	in	
its	current	form,	has	helped	to	make	New	Zealand	the	
world’s	leading	country	in	the	provision	of	housing	and	
care	services	for	older	people.

The sector is highly incentivised to offer residents a high 
level of satisfaction; if the sector cannot achieve this the 
sustainability of RVs would be undermined.

…the significant and rapid build 
rate of RV units is providing 

housing options for older people 
(and creating new supply of 

general housing) at a faster rate 
than the wider housing market.
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4 Issues and recommendations identified by the CFFC

The	CFFC	has	identified	several	issues	with	the	current	Framework.	Each	issue	is	addressed	in	turn;	we	focus	on	our	
observations	as	a	representative	body	for	operators	active	in	the	sector	and	set	out,	where	relevant,	suggested	next	steps.

4.1 Re-licensing and buy-back times
The	re-licensing	and	buy-back	of	LTOs	is	often	
perceived	to	be	an	area	of	disadvantage	to	the	resident.	
The	RVA	accepts	that	a	long	re-licensing	term	could	
be	a	cause	of	concern	for	residents	and	their	families.	
Extended	re-licensing	times	are	not	necessarily	the	
fault	of	the	operator	–	in	2020,	several	lockdowns	
have	stopped	re-licensing	and	caused	supply	chain	
disruption	that	extended	refurbishment times.

The	sector	consistently	strives	to	be	highly	responsive	
to	perceived	disadvantages	for	residents.	Ultimately,	
residents’	and	operators’	interests	are	aligned	as	
operators	are	rationally	keen	to	re-license	LTOs	as	soon	
as	possible.

The	CFFC’s	White	Paper	highlighted	a	range	of	aspects	
in	relation	to	re-licensing	and	buy-back,	broadly	
associated with:

1.	The	re-licensing	and	buy-back	process	and	timing

2.	The	treatment	of	gains	on	re-licensing,	if	any.

It	is	important	to	note	that	RV	operators	have	varying	
balance	sheet	strengths.	Listed	companies	are	more	
likely	to	have	balance	sheet	and	working	capital	capacity	
to	settle	a	number	of	departing	residents,	whereas	other	
smaller	operators	and	those	in	the	not-for-profit	sector	
are	less	able	to	do	so.	

However,	a	large	village	with	60 units	vacant,	perhaps	
following	an	outbreak	of	a	disease,	is	as	adversely	
affected	financially	as	a	small	village	with	10	units	
vacant.

The	two	main	operating	models	–	LTO	and	unit	title	
–	also	offer	different	terms	around	the	re-licensing	/	
re-sale	approach;	rather	than	regulating	a	one-size-fits-
all	approach,	the	market	is	in	our	opinion	best	placed	
to	respond	effectively	and	fairly	to	this	issue.	Indeed,	
the	industry	is	already	responding,	as	we	discuss	in	the	
following section.

Notwithstanding	this,	we	consider	that	a	number	of	
steps	could	be	implemented	through	industry	best	
practice	to	improve	the	re-licensing	and	buy-back	
process	for	residents	across	the	entire	sector.	

4.1.1 CFFC recommendations
The	CFFC	has	recommended	the	following	options	
for	consideration	to	improve	the	re-licensing	and	
buy-back process:

• Guaranteed	timeframe	for	buy-backs

• The	requirement	for	interest	to	be	payable	during	
vacant	periods

• Allocation	of	any	gain	on	re-licensing	between	
resident	(or	their	estate)	and	the	operator

• Considering	certainty	to	residents	alongside	
operators’	business	models

• Consideration	of	restricting	any	changes	to	larger,	
for-profit	operators.

Photo credit: The Selwyn Foundation
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4.1.2 Observations
4.1.2.1 Re-licensing and buy-back process and times
The	re-licensing	of	LTOs	can	be	a	stressful	time	for	
residents	and	their	families.	The	RVA	encourages	its	
members	to	work	with	residents	in	the	most	supportive	
manner	to	ensure	this	process	is	handled	as	swiftly	and	
smoothly	as	possible.	

The	approach	to	re-licensing	and	buy-back	structures	
has	been	evolving	and	a	few	larger	operators	such	
as	Ryman	Healthcare	have	responded	with	voluntary	
provisions	that	apply	after	six	months	that	include	a	
potential	purchase.	Others	offer	interest	on	the	sum	
due	to	a	resident	if	a	re-licensing	takes	longer	than	an	
agreed	period	of	time.	

Introducing	guaranteed	buy-backs	will	create	cash	flow	
uncertainty	for	operators,	particularly	smaller	operators	
and	villages	in	provincial	areas	where	the	depth	of	the	
market	is	less	and	liquidity	lower.	The	CFFC	should	not	
underestimate	the	financial	challenges	this	might	create	
for	small	or	not-for-profit	operators.	

For	example,	Abbeyfield	Whangarei	House	failed	as	a	result	
of	guaranteed	buy-back	arrangements	it	could	not	finance.	

We	are	also	aware	of	Australian	examples,	such	as	the	
collapse	of	RV	operator	Settlers	Lifestyle,	that	arose	as	
a	result	of	a	guaranteed	buy-back	rule.

The re-licensing structure creates a financial buffer which 
allows operators to offer fixed fees and absorb many market, 
operating and capital expenditure risks that arise over time.

Case study: Settlers Lifestyle Group Pty Ltd 

The	Administrator	of	Settlers	Lifestyle	Group	Pty	
Ltd,	Damien	Hodgkinson	of	DEM	Asia	Group	stated	
publicly	that	Queensland	Government	legislation,	
which	requires	retirement	village	operators	to	
buy	back	units	from	residents	if	they	are	not	
re-licensed	after	18-months,	had	triggered	an	
“insolvency event”.

A	mandatory	maximum	exit	entitlement	period	
in	Queensland,	applied	to	all	existing	retirement	
village	contracts,	effectively	altered	the	accounting	
treatment	of	loan	and	DMF	operator	liabilities,	
requiring	them	to	be	reclassified	from	“reasonably	
assessed	non-current	liabilities”	to	“current	liabilities”.	

The	consequence	of	these	changes	in	Queensland	
was	an	immediate	loss	of	business	enterprise	value,	
which	impacted	loan	to	value	ratios	(LVR)	and	the	
ability	of	banks	to	provide	additional	funding	for	
operators	at	the	maximum	LVR.		On	this	basis,	if	a	
retirement	village	operator	cannot	guarantee	that	
debts,	like	the	payment	of	an	exit	entitlement	at	the	
expiration	of	the	mandatory	maximum	period,	can	be	
paid	as	they	fall	due,	an	insolvency	event	will	need	to	
be	triggered.
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Case study: Abbeyfield Housing Company

Abbeyfield	Housing	Company	Limited	(AHC)	set	up	
a	small	RV	in	Whangarei.	The	village	was	a	large	
house	divided	into	a	number	of	small	self-contained	
apartments.

Abbeyfield	is	a	not-for-profit	organisation	whose	aim	
is	to	provide	accommodation	and	companionship	
for	lonely	older	people.	With	this	ethos	in	mind	AHC	
included	in	its	ORA	a	number	of	resident-friendly	
terms	including:

• Resident	entitlement	on	exit	to	receive	in	addition	
to	their	entry	payment,	90%	of	the	increase	in	
value	of	the	ORA

• A	repurchase	pool	account	was	established	and	
10%	of	the	value	of	each	ORA	was	deposited	into	
this	account.	If	a	resident	had	not	been	repaid	
within	90	days	of	termination	the	resident	would	
be	repaid	out	of	the	repurchase	pool.	Access	to	
this	fund	was	on	a	“first	come	first	served	basis”

• The	village	operated	well	for	a	number	of	years	
but	following	new	larger	corporate	competitors	
opening	up	in	the	area,	the	operator	was	
unable	to	resell	the	apartments.	The	repurchase	
pool	was	exhausted	and	there	were	residents	
awaiting repayment.

The	operation	of	the	village	was	uneconomic	
without	it	being	fully	occupied	and	this	placed	
financial	strain	on	AHC.	After	more	than	a	year	it	was	
acknowledged	that	the	village	was	unlikely	to	attract	
sufficient	new	residents	to	enable	it	to	continue.	
After	consultation	with	the	statutory	supervisor	
and	the	residents,	it	was	agreed	that	the	village	
would	have	to	be	wound	up,	the	property	sold	
and	the	residents	repaid	from	the	sale	proceeds.	
The	sale	proceeds	available	for	distribution	were	
inadequate	to	reimburse	residents	their	full	entry	
payment	and	all	residents,	apart	from	the	residents	
who	benefitted	from	the	repurchase	pool	account,	
suffered	a	considerable	financial	loss	and	the	loss	of	
their home.

AHC	worked	with	the	remaining	residents	to	ensure	
that	they	were	rehomed.

Villages	in	markets	with	lower	levels	of	liquidity	would,	
all	else	equal,	need	to	increase	the	DMF	(for	example)	
to	fund	the	cost	of	offering	the	buy	back.	Lenders	
will	become	more	cautious	in	respect	of	the	level	of	
development	or	business	funding	they	are	able	to	
provide,	and	in	turn	slow	the	operator’s	development	
pipeline	due	to	a	higher	capital	requirement	/	balance	
sheet	strength.	Notably	in	provincial	areas	building	
new	villages	may	become	an	unattractive	investment,	
reducing	the	range	of	village	affordability	options.	
Guaranteed	buy-backs	will	place	a	particular	strain	on	
villages	in	the	not-for-profit	sector,	which,	in	general,	do	
not	have	additional	sources	of	capital	to	draw	from.

Villages	run	by	a	committee	of	residents	which	usually	
allow	retaining	of	some	(if	not	all)	capital	gain	would	be	
required	to	have	large	liquidity	facilities	/	capital	amongst	
those	residents	to	meet	buy-back	obligations.	This	
would	make	it	unlikely	that	this	type	of	village	could	exist.

In	any	event,	the	introduction	of	guaranteed	buy-backs	
would	require	all	operators	to	reserve	additional	capital	
and	this	cost	would	likely,	at	least	in	part,	need	to	be	
met	by	the	resident	especially	in	circumstances	where	
the	operator’s	business	would	become	unsustainable	
due	to	the	increased	liquidity	requirement.

In	summary,	it	is	expected	that	guaranteed	buybacks	
would	result	in	higher	costs	to	the	resident,	fewer	new	
market	entrants,	less	competition	and,	ultimately,	less	
choice	for	the	consumer.
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Example of subsidy provided to residents for 
three villages in the year ending March 2020

Village	A Village	B Village	C

Receipts for 
village	tariff	
and	related	
services

$1,758,000 $2,276,000 $2,443,000

Costs for 
village	tariff	
and	related	
services

$2,782,000 $4,787,000 $4,805,000

Subsidy	
provided	by	
village

$1,024,000 $2,511,000 $2,362,000

The	information	is	sourced	from	the	2020	Annual	
Accounts	for	two	villages	in	Auckland	and	one	in	
Christchurch.		The	names	of	the	villages	have	been	
withheld	for	confidentiality	but	further	detail	and	
disclosure	is	available	as	required.

4.1.2.2 Sharing of gains on re-licensing 
Gains	/	losses	on	re-licensing	have	attracted	a	
reasonable	amount	of	debate	and	operators	have	
worked	to	eliminate	disadvantages	to	the	consumer.	
During	the	early	years	of	the	sector	the	structure	was	
asymmetrical,	with	operators	having	access	to	gains	on	
re-licensing	to	support	the	service	model	and	residents	
bearing	the	cost	in	the	event	of	a	loss	on	re-licensing.	
This	structure	has	essentially	been	removed	from	
contracts;	the	RVA	is	actively	encouraging	the	very	
small	number	of	operators	that	still	include	the	loss	on	
re-licensing	clause	to	exclude	it	from	their	contracts	
when	gains	are	not	shared.

It	is	important	that	the	structures	for	sharing	of	gains	on	
re-licensing	be	considered	in	the	context	of	the	wider	
LTO	operating	and	funding	model.	There	are	three	core	
revenue	streams	associated	with	the	contemporary	
LTO model.	

1.	Weekly	service fees
2. DMF

3.	Re-licensing	gains.

Most	villages	set	the	weekly	fee	at	a	subsidised	level	to	
cover	the	operator’s	day-to-day	overheads	of	operating	
the	RV	such	as	insurance,	rates,	utilities,	water,	energy	and	
labour.	Around	60%	of	operators	offer	residents	a	fixed	
weekly	fee	that	applies	during	their	entire	life	in	their	unit.	
The	operator	absorbs	inflationary	increases	in	relation	to	
these	overheads,	which	can	be	substantial.	Fixed	weekly	
fees	are	a	response	to	resident	demand	for	certainty.

Photo credit: The Selwyn Foundation

DMF	charges	and	re-licensing	gains	are	required	to	
offset	any	shortfall	in	weekly	fee	revenue,	ensure	that	
villages	provide	an	attractive	and	quality	environment	for	
all	current	and	future	residents	by	covering	maintenance	
and	capital	investment	over	the	long-term,	and	provide	
a	reasonable	return	on	investment	for	operators.	

Through	the	ORA,	residents	acquire	a	life-time	licence	
to	live	in	a	village,	with	unlimited	access	to	communal	
services	and	facilities.	Although	there	are	instances	of	
DMF	accruals	continuing	until	an	ORA	is	resold	(where	a	
resident	vacates	a	unit	prematurely,	prior	to	amortisation	
of	the	full	DMF),	most	operators	terminate	DMF	accruals	
as	soon	as	a	resident	exits	a	village.	

The	gains	accrued	by	villages	over	time	have	a	number	
of	functions.	

Re-licensing	gains:

• allow	operators	to	maintain	a	replacement	reserve	to	
cover	significant	long-term	capital	expenditure	and	
major	modernisation	requirements,	noting	that	every	
ten	to	fifteen	years,	significant	capital	expenditure	is	
required	to	upgrade	common	facilities,	the	units	and	
apartments,	and	aged	care	facilities.	In	some	cases,	
this	involves	reconfiguring	the	existing	accommodation	
to	meet	changing	market	demand	or	updated	building	
code	requirements.	An	example	is	Arena	Living’s	
Mayfair	Village	where	a	block	of	one-bed	apartments	
was	entirely	reconfigured	to	two-bed	apartments	and	
the	common	facility	almost	fully	rebuilt	to	meet	current	
demand	preferences.	A	further	recent	example	is	
Selwyn	Oaks	village	where	the	operator	replaced	
the	care	facility	and	built	new	common	amenities,	
increasing	the	market	value	of	their	ILUs.	It	would	
seem	unfair	that	under	a	capital	gain	sharing	model	
residents	would	benefit	from	such	operator	funded	
improvements	to	communal	village facilities

• allow	operators	to	manage	the	capital	requirements	
associated	with	length	of	stay	risk,	noting	that	if	
residents	live	in	the	village	longer	than	usual,	the	
operator	must	cover	the	greater	working	capital costs
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• are	used	to	insulate	down	cycles	and	ensure	the	
sustainability	of	a	village.	While	New	Zealand	has	
enjoyed	unprecedented	capital	growth	in	residential	
property	prices	for	some	years,	there	is	nonetheless	
a	downside	risk	that	property	prices	will	fall.	During	
the	early	years	of	the	RV	industry,	the	residential	
property	market	dropped	significantly	after	the	1987	
stock	market	crash.	This	situation	also	occurred	
post	the	Global	Financial	Crisis	in	2008	where	
house	prices	flattened,	but	more	importantly	‘days	
to	sell’	increased	significantly.	These	events	placed	
RV	operators	under	significant	financial	stress	as	
prospective	residents	struggled	to	sell	their	homes	to	
finance	retirement	living

• allow	the	operator	to	insulate	residents	against	
unexpected	levies,	extraordinary	costs,	capital	
expenditure	and	the	risk	of	market	downturns.	The	
re-licensing	gain	structure	creates	a	financial	buffer	
which	allows	operators	to	guarantee	fixed	fees	and	
absorb	any	market,	operating	and	capital	expenditure	
risks	that	arise	over	time,	such	as	Metlifecare’s	leaky	
home	remediation	that	did	not	cost	residents	a	cent.	
A	further	example	relates	to	extraordinary	costs	
incurred	by	villages	in	response	to	the	Covid-19	
pandemic,	including	the	high	costs	to	ensure	the	
safety	and	well-being	of	residents

• allow	operators	to	invest	in	future	development	and	
ensure	their	development	pipeline	keeps	up	with	the	
growth	in	demand.

There	are	examples	in	Australia	where	the	DMF	is	
calculated	on	the	re-licensing	value	of	the	LTO	and	the	
remaining	amount	returned	to	the	resident.	In	these	
instances,	residents	are	exposed	to	increases	in	the	
weekly	fees,	due	to	inflation	to	fully	cover	the	cost	
of	operating	the	village,	and	responsible	for	capital	
expenditure.	If	a	leaky	building	issue	arises,	this	model	
would	see	the	cost	levied	against	the	resident.	It	
caused	significant	financial	and	emotional	distress	to	
affected residents.

The	New	Zealand	LTO	model	avoids	such	issues	
and	provides	financial	security	to	the	resident	by	
guaranteeing	the	capital	sum	to	be	returned	on	exit	
while,	in	many	cases,	providing	fixed	fees.	The	RVA	
strongly	argues	against	any	significant	changes	to	the	
regulatory	regime	that	might	undermine	this	level	of	
consumer	protection	and	comfort.	

The	RVA	also	considers	it	critical	to	enable	operators	to	
maintain	the	momentum	of	their	current	development	
pipelines	to	provide	consumers	with	a	continued	choice	
of	housing	options	and	provide	a	valuable	source	
of housing.
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4.1.3 RVA view and suggested next steps
We	suggest	taking	the	following	steps.	

4.1.3.1 Re-licensing and buy-back process
The	RVA	considers	that	options	for	improving	clarity	in	
relation	to	re-licensing	and	buy-back	requirements	include:	

• implementing	mandatory	filing	of	disclosure	of	
re-licensing	times,	valuation	and	market	reports	(in	
accordance	with	current	requirements)	to	ensure	
transparency	in	relation	to	re-licensing	prices	and	that	
this	form	part	of	the	RVA’s	audit	process

• improving	clarity	in	relation	to	timing	and	requirements	
of	the	valuation.

4.1.3.2 Buy-back times
The	RVA	is	of	the	opinion	that:

• a	guaranteed	buy-back	would	cause	cash-flow	
uncertainty	for	less	well-capitalised	operators,	such	
as	smaller	and	medium-sized	operators	and	many	
not-for-profit	operators	

• the	industry	should	work	collaboratively	to	provide	
better	disclosure	of	re-licensing	times	and	ensure	
that	all	operators	disclose	re-licensing	times	in	their	
public documents

• an	annual	operator	survey	on	re-licensing	times	
would	ensure	full	transparency	and	encourage	
operators	to	reduce	re-licensing	times	and

• develop	industry	best	practice	guidelines	that	could	
include	a	strong	recommendation	to	buy	back	if	the	
unit	has	not	been	re-licensed	after	an	agreed	period.
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4.1.3.3 Gains on re-licensing
The	RVA	considers	that	the	RV	Act	should	not	be	
amended	to	provide	that	it	is	mandatory	for	residents	to	
receive	a	share	of	relicensing	proceeds,	and	notes	that:

• 14%	of	operators	already	offer	sharing	of	re-licensing	
proceeds	and	the	resident	has	the	choice	to	choose	
such	a	village

• Some	of	the	gains	on	re-licensing	are	currently	
retained	by	the	resident	under	a	unit	title	model,	
which	represents	around	5%	of	the	market.	In	turn,	
however,	unit	title	residents	are	responsible	for	unit	
maintenance	and	through	body	corporate	levies	are	
exposed	to	risk	of	unforeseen	capital	expenditure	
and	market	risk

• If	gains	on	re-licensing	were	to	be	shared	under	
a	LTO	model,	this	would	reduce	the	amount	of	
capital	available	to	operators	to	fulfil	the	functions	
set	out	in	clause	4.1.2.2	above,	including	reducing	
available	capital	for	operators	to	operate	the	village	
long	term.	Any	change	would	result	in	a	change	to	
the	standard	LTO	model	to	find	an	alternative	way	of	
returning	sufficient	capital	to	the	operator	to	ensure	
the	stable	long	term	operation	of	the	village,	and	in	
many	cases	adversely	affect	the	continued	cross	
subsidisation	of	aged	care	and	provision	of	capital	
for	further	developments.	This	might	mean	a	higher	
DMF,	higher	weekly	fees,	ad-hoc	levies	or	major	
capital	expenditure	being	passed	on	to	the	resident,	
as	shown	by	the	Australian	model.	Changes	to	ORA	
pricing	structures	may	also	impact	the	re-licensing	
value	of	units	and	the	assessment	basis	for	the	
calculation	of	capital	gains,	where	these	are	shared,	
resulting	in	a	disconnect	between	current	and	future	
residents	on	transfer	of	a unit.
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4.2 Weekly fees continuing 
after termination
The	RVA	generally	agrees	with	the	CFFC’s	observations	
on	this	issue,	although	179	villages	already	terminate	all	
weekly	fees	after	a	resident	vacates	a	unit.	

4.2.1 CFFC recommendations
The	CFFC	has	suggested	the	following	for	
consideration:

• restrict	the	charging	of	weekly	fees	after	a	resident	
vacates	a	unit	

• reduce	weekly	fees	by	50%	after	three	months	and	
cease	charging	fees	entirely	after	six	months.

The	CFFC	acknowledges	that	a	cost-benefit	analysis	
should	be	undertaken	to	determine	the	impact	of	
options	(such	as	those	above)	on	different	types	of	RVs,	
particularly	small	independent	and	not-for-profit	villages.

4.2.2 Observations
As	indicated	above,	weekly	fees	are	in	most	LTO	
structures	insufficient	to	cover	the	operator’s	day-to-
day	overheads	–	a	fixed	fee	structure	means	that	the	
income	significantly	underfunds	the	real	cost	of	the	
operation	over	the	long-term,	given	continuous	rises	
in	cost	inflation.	Other	revenue	streams	(DMF	and	LTO	
re-licensing	proceeds)	cross	subsidise	the	real	cost	of	
running	a village.	

Every	week	a	LTO	remains	unsold	and	a	unit	vacant	
means	a	material	commercial	loss	for	an	operator,	in	terms	
of	forgone	LTO	re-licensing	revenue	and	accrued	DMF.	

Over	time,	this	is	likely	to	create	cash	flow	constraints	
for	operators	with	a	low	working	capital	base,	notably	
smaller	and	not-for-profit	villages,	with	a	snowball	effect	
on	the	village	amenity	and	service	provided	to	residents.	
As	a	consequence,	there	is	a	strong	commercial	
incentive	for	operators	to	re-licence LTOs.

Larger	operators	in	particular	have	demonstrated	
flexibility	and	have	adapted	their	terms	to	meet	customer	
demand;	the	majority	of	operators	stop	both	DMF	
accruals	and	weekly	fees	when	a	resident	leaves	
the village.	

Where	residents	control	the	disposal	of	their	interest	in	
their	ORA	the	operator	should	be	entitled	to	continue	
to	charge	weekly	fees	in	full	until	the	unit	is	re-licensed.	
This	will	mainly	apply	to	unit	title	villages.	

4.2.3 RVA view and suggested next steps
The	RVA	recommends	establishing	an	industry	best	
practice	standard:

• to	encourage	the	cessation	of	any	charges	(including	
both	DMF	accrual	and	weekly	fees)	after	a	resident	
vacates	their	unit	so	that	the	operator’s	and	the	
resident’s	interests	are	aligned,	and	to	continue	to	
provide	certainty	to	the	resident	in	relation	to	fees	and	
capital	payments

• This	best	practice	standard	should	be	sufficiently	
flexible	to	meet	individual	operators’	needs,	but	
encourage	market	differentiation if this is important for 
intending	residents.
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4.3 Transfers from independent units 
to serviced care or care facilities: 
information requirements and treatment 
of fixed deductions
The	CFFC’s	monitoring	report	(2018/2019)	into	the	
transition	to	care	found	that	operators’	documents	
could	be	clearer	in	relation	to	the	specific	level	of	care	
provided	in	the	village	and	options	to	access	such	care.	

4.3.1 CFFC recommendations
The	CFFC	has	suggested	that	the	RV	sector:

• consider	how	to	improve	and	standardise	information	
about	transferring	into	higher	levels	of	care

• consider	whether	a	separate	regulatory	Framework	
for	higher	care	settings	and	single	fixed	deductions	is	
desirable.

4.3.2 Observations
Aged	care	offerings	have	been	adapting	to	changing	
customer	demand	and	the	model	of	providing	a	
continuum	of	care	has	been	driven	by	demand	from	
residents	seeking	to	future-proof	their	care	needs,	and	
ideally	have	the	opportunity	for	a	seamless	transition	
from	independent	living	to	higher	care	options.	

‘Traditional’	aged	care	facilities	are	still	common	and	are	
substantially	government	funded.	Care	is	provided	in	
modest	surroundings.

The	industry	has	responded	to	a	demand	for	better	
quality	care	units	by	offering	serviced	apartments	or	
care	suites,	which	essentially	provide	an	up-market	care	
room.	These	apartments	cost	more	to	develop	and	
operate,	so	accordingly	the	cost	of	occupation	is	higher	
compared	to	traditional	aged	residential	care	rooms,	
and,	if	they	want	to	access	these	units,	the	resident	can	
either	purchase	an	LTO	or	pay	a	daily	premium	charge.

In	the	majority	of	cases,	a	resident’s	equity	on	leaving	
their	village	unit	is	sufficient	to	fund	their	transition	
into	a	serviced	apartment	or	care	suite	in	the	care	
facility.	Where	this	is	not	the	case,	operators	work	with	
residents	to	structure	a	payment	option	to	facilitate	
the move.

The	RVA	acknowledges	that	in	some	cases	the	
transition	can	be	confusing	for	residents,	and	
consequently,	it	developed	best	practice	guidelines	
for	its	members	relating	to	what	should	be	specified	in	
the	ORA	and	Disclosure	Statements	for	the	transition	
to	care.	Members	are	audited	on	their	compliance	
with	these	guidelines.	However,	RV	operators	find	that	
most	new	residents	are	not	focused	on	the	potential	
transition	from	the	village	to	a	care	facility,	other	than	
wanting	reassurance	generally	that	a	continuum	of	care	
is	available.	
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4.3.3 RVA view and suggested next steps
The	serviced	apartment/care	suite	offering	is	a	relatively	
recent	product	and	is	evolving	in	response	to	consumer	
demand.	Customers	have	considerable	choice	and	
control	over	the	particular	model	they	select.

The	RVA	considers	it	essential	that	ORA	and	Disclosure	
Statements	are	clear	on	transitioning	arrangements	
and	that	there	is	consistency	in	the	approach	across	
the sector.	

The	RVA	suggests	working	collaboratively	with	the	
CFFC to:

• agree	best	practice	disclosure	guidelines,	using	
the	RVA’s	best	practice	guide	for	members	as	a	
starting point

• ultimately	incorporate	these	guidelines	into	the	Code	
to	ensure	consistency	between	operators.	

4.4 Code of Practice 2008 compliance
The	CFFC’s	monitoring	report	in	2010	found	that	the	
majority	of	operators	are	complying	with	the	regulations	
and	provisions	set	out	in	the	Act,	its	regulations	and	
the Code.	

Smaller	operators	and	some	charitable	not-for-profit	
operators	understandably	find	some	of	the	regulations	
and	provisions	more	challenging	to	comply	with;	
the	CFFC	concluded	that	further	investigation	was	
required	to	ascertain	the	extent	to	which	their	viability	
as	RV	operators	has	been	impeded	by	an	increased	
compliance	burden	and	the	implications	this	may	have	
on	the	diversity	of	the	sector.	

The	RVA	offers	a	comprehensive	suite	of	template	
policies	and	procedures	to	assist	new	or	smaller	
operators	without	a	back	office	support	system.	

4.4.1 CFFC recommendations
The	CFFC	has	recommended:

• a	review	of	the	Code,	including	the	ORA	provisions,	
with	a	view	to	establishing	best	practice	and	to	
balance	operator	control	and	residents’	rights.

4.4.2 Observations
The	RVA	considers	that	the	mandatory	three-year	
compliance	audit	that	is	a	term	of	membership	of	the	
RVA	ensures	that	operators	are	complying	with	the	Act,	
regulations	and	the	Codes	of	Practice	and	Residents’	
Rights,	and	no	further	intervention	is	necessary.	The	
audits	are	undertaken	by	the	same	accredited	auditing	
agencies	that	audit	aged	residential	care	facilities’	
compliance	with	the	relevant	rest	home	regulations,	so	
are	professional	and	independent.	

4.4.3 RVA view and suggested next steps
The	RVA	suggests	that	it	continues	to	work	
collaboratively	with	the	CFFC	to	develop	comprehensive	
best	practice	guidelines	to	balance	operators’	
responsibilities	and	residents’	rights,	and	ensure	they	
are	subject	to	a	compliance	audit.

4.5 Lack of a simple complaints system or 
authorised advocate
The	RVA	has	extensively	consulted	with	members	
on	any	proposed	changes	to	the	Code	of	Practice	
in	relation	to	the	legislative	disputes	process	and	will	
continue	to	do	so	to	ensure	the	system	is	as	efficient	
and	effective	as	possible.	

4.5.1 CFFC recommendations
The	CFFC	recommends	that:

• a	review	of	the	complaints	function	be	undertaken	
to	simplify	and	formalise	a	clear	and	simple	
complaints procedure.

4.5.2 Observations
The	CFFC’s	2017/2018	review	of	the	effectiveness	of	
the	statutory	supervisor	function	found	that	the	existing	
regulatory	regime	is	ensuring	that	intending	residents’	
and	residents’	interests	are	adequately	protected	
through	‘external	oversight	of	the	conditions	of	entry	
into	and	continuing	operations	of	RVs.	The	CFFC	report	
agreed	that	the	Act	gives	sufficient	powers	to	statutory	
supervisors	where	an	operator	may	be	non-compliant	
and	there	is	evidence	to	suggest	that	statutory	
supervisors	use	their	powers	when	required.	

Older	people	can	be	vulnerable	and	can	be	deterred	
from	raising	complaints	because	of	a	fear	of	reprisal	
or	the	prospect	of	legal	expenses.	Understandably,	
the	complaints	system	must	manage	these	
challenges.	It	does,	however,	need	to	balance	the	
cost	and	inconvenience	of	dealing	with	frivolous	and	
unmeritorious	complaints.

The	RVA	agrees	that	the	complaints	process	must	be	
simple	and	not	intimidating	for	older	people,	and	their	
ongoing	well-being	must	be	protected.

Late	in	2020,	the	RVA	and	RVRANZ	signed	a	MOU	(see	
Appendix	1)	wherein	the	parties	agreed	to	establish	
a	more	robust	approach	to	dealing	with	complaints,	
including	comprehensive	reporting	and	greater	
transparency.	The	MOU	commenced	on	14	December	
2020	and	the	parties	have	agreed	to	a	review	in	
12 months.
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Highlights	from	the	MOU	include:

• the	establishment	of	a	Residents’	Advisory	Group

• encouraging	operator	best	practices	to	help	residents	
form	and	run	a	resident	committee	when	they	wish	to

• bespoke	village	manager	training	requirements	to	
ensure	emotionally	intelligent	and	skilled	handling	of	
older	people,	including	regular	resident	satisfaction	
surveys	to	identify	further	staff	training	requirements.

The	RVA	may	consider	the	introduction	of	an	RV	
ombudsman	which	could	provide	support	and	lend	
greater	confidence	to	the	complaints	process.	The	
provision	and	cost	of	such	a	service,	however,	would	
in	the	RVA’s	opinion	need	to	be	assessed	against	its	
benefits,	and	it	is	noted	that	complaints	registered	in	
the	CFFC’s	six-monthly	monitoring	regime	from	October	
2017	to	June	2020	show	that	the	number	of	unresolved	
complaints	is	very	low.

Out	of	a	total	of	1,157	complaints	over	this	period,	19.5%	
(214)	remained	unresolved	at	the	end	of	the	relevant	six	
month	reporting	period,	and	many	of	these	complaints	
related	to	‘incidences’	rather	than	‘model’	related	issues.	
In	almost	all	cases	these	complaints	were	resolved	after	
that	six	month	period.	Out	of	the	685	total	complaints	
analysed	over	the	same	period,	6%	(41)	were	considered	
‘severe’	and	0.2%	(2)	‘very	severe’	(i.e.	where	residents’	
lives	and	welfare	are	compromised).	Relative	to	the	
current	RV	population	of	circa	46,800,	214	unresolved	
cases	(0.5%)	and	43	‘severe	or	very	severe’	complaints	
(0.1%)	in	approximately	2.75	years	represent	a	fraction	of	
all	residents.

The	CFFC	advised	some	examples	of	”severe”	and	
”very	severe”	complaints	(as	summarised	below):

• Concern	that	an	ambulance	was	not	able	to	get	into	
the	village	when	one	was	called	for	her	mother	when	
she	was	experiencing	pain	in	her	chest.

• Cleaning	product	had	been	left	in	resident’s	
apartment.	Resident	has	impaired	vision	so	was	not	
able	to	see	this	was	a	cleaning	product	and	she	had	
poured	this	on	her	cereal.

• Resident	had	collapsed	with	a	suspected	heart	
attack.	The	facility	has	a	defibrillator	unit.	However,	at	
the	time	of	the	incident	the	Registered	Nurses	in	the	
facility	were	unable	to	access	the	unit.	Unit	now	kept	
in	Nurses	Station	instead	of	Clinical	Manager’s	office.

• Resident	had	lit	fires	on	the	stove	with	the	newspaper	
to	light	his	cigarettes,	but	the	fire	alarm	did	not	go	off.

The	responsibility	for	meeting	the	costs	of	appointing	a	
mediator	and	the	appointment	and	holding	of	a	dispute	
panel	primarily	rest	with	the	operator	even	if	the	operator	
is	not	party	to	the	dispute.	The	panel	member	does	
have	the	power	to	award	costs	in	favour	of	the	applicant	
or	any	other	person,	however,	the	panel	member	must	
have	regard	to	various	factors	including	the	conduct	
of	the	parties.	There	have	been	25	reported	panel	
decisions	since	2007	and	only	five	cases	have	resulted	
in	a	resident	having	costs	awarded	against	them.	A	
review	of	those	five	cases	shows	that	the	residents	
acted	unreasonably	and	in	some	situations	had	even	
been	advised	by	the	panel	member	that	the	resident’s	
claim	would	not	succeed	or	they	should	seek	legal	
advice,	but	the	resident	proceeded	with	the	dispute.	

It	would,	therefore,	seem	that	costs	would	only	be	
awarded	against	a	resident	where	there	is	a	clear	
unreasonableness	in	the	resident’s	position	or	behaviour	
and	it	may	be	appropriate	to	ensure	that	residents	are	
made	aware	that	the	disputes	process	will	not	expose	
them	to	cost,	unless	the	complaint/claim	is	not	genuine	or	
is	vexatious.

The	RVA	suggests	that	these	levels	of	complaints	in	
the	context	of	a	significant	and	diverse	industry	are	
extremely	low,	by	any	measure.

We	stress	that	the	RVRANZ’s	residents’	stories	that	
were	included	in	the	CFFC’s	White	Paper	have	not	been	
verified	and	therefore	should	be	treated	with	caution.

The RVA suggests that these 
levels of complaints in the 

context of a significant and 
diverse industry are extremely 

low, by any measure.
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4.5.3 RVA view and suggested next steps
The	RVA	recommends:

• completing	the	review	of	the	MOU	after	12	months	
to	establish	which	best	practice	items	could	be	
formally adopted

• that	the	CFFC	test	the	concept	of	establishing	a	
RV ombudsman.

4.6 A voice for residents 

4.6.1 CFFC recommendations
The	CFFC	recommends	that:

• it	is	considered	whether	changes	are	required	to	
better	support	RV	resident	welfare.

4.6.2 Observations
The	MOU	between	the	RVA	and	RVRANZ	including	
the	Residents	Advisory	Group	will	provide	residents	
with	a	voice	in	relation	to	sector	governance.	The	
RVA	fully	supports	advancing	the	MOU,	formalising	
the	relationship	between	residents	and	operators	and	
respecting	residents’	rights	to	express	their	views	on,	
and	be	heard	by,	the	sector.

4.6.3 RVA view and suggested next steps
The	RVA	recommend	the	completion	of	a	joint	review	
of	the	MOU	between	the	RVA,	RVRANZ	and	CFFC	to	
establish	which	best	practice	items	could	be	formally	
adopted.	This	forum	would	be	expected	to	work	
through	potential	improvements	we	have	identified.

4.7 Emerging consumer issues

4.7.1 CFFC identified issues
The	CFFC	has	identified	the	following	potential	issues	
for	the	sector:

• future	affordability	challenges	for	RV	accommodation

• a	potential	mismatch	of	supply	for	future	demand

• the	prospect	of	residents	requiring	financial	
assistance	increasing

• the	sustainability	and	viability	of	the	current	RV	model	
where	resident	security	is	significantly	dependent	on	
ILU	revaluations

• the	RV	model	favours	profitable	development	over	
more	affordable	rental	offerings	and	other	models.

8 JLL research, preliminary NZRVD 2021

4.7.2 CFFC recommendations
The	CFFC	has	recommended:

• that	analysis	of	future	trends	be	undertaken	to	
ascertain	whether	consumer	protections	are	strong	
enough	to	adapt	to	change	and	investigate	whether	
different	models	should	be	encouraged.

4.7.3 Observations
The	RV	industry’s	success	has	been	entirely	demand	
driven.	Delivering	high	levels	of	customer	satisfaction	
(and	therefore	demand	for	RV	product)	together	
with	the	rapidly	ageing	demographic	underpin	the	
sector’s growth.	

The	RV	operating	model	and	product	offering	has	
evolved	in	direct	response	to	customers’	changing	
needs	with	the	well-being	and	security	of	residents	at	
its core.	

Since	2012,	the	sector’s	market	share	(percentage	
of	75+	year	olds	in	RVs)	has	grown	by	circa	4.5%	
(absolute)	and	now	supplies	housing	for	approximately	
14%	of	the	over	75	year	old	population.8		One	in	every	
seven	75+	year	olds	lives	in	a	RV.	If	the	sector’s	market	
share	continues	to	rise,	even	at	a	lower	rate,	the	current	
pipeline	of	RV	units	will	be	insufficient	to	meet	demand.

Fig. 6: Penetration rate for 75+ cohort from 2012 
to 2020
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As	outlined	earlier	in	this	reponse,	the	contemporary	RV	
model	is	dynamic	and	multi-faceted,	balancing	resident	
charges	(DMF,	weekly	fees,	and	re-licensing	gains)	with	
providing	safe	and	secure	accommodation	and	cost	
certainty	without	the	potentially	material	risks	associated	
with	real	estate	ownership.

Innovation	is	ongoing	in	the	sector,	with	new	affordable	
village	models	such	as	Freedom	Villages	emerging	
as	a	result	of	changing	demand.	It	is	anticipated	that	
the	market	will	continue	to	adapt	to	provide	greater	
segmentation	of	product	through	differing	quality	and	
price	offerings.	

The proportion of 
75+	population	has	
increased	to	14%
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While	some	operators	such	as	those	in	the	affordable	
rental	segment	will	always	have	a	place	in	the	market,	it	
is	unlikely	that	this	segment	will	become	a	mainstream	
RV	product	unless	the	funding	model	changes.	It	is	
no	surprise	that	social	housing,	including	for	older	
New Zealanders,	is	either	local	or	central	government	
funded	or	provided	via	philanthropic	entities.	The	RV	
sector	is	largely	a	for-profit	offering,	and	this	enables	
the	sector	to	continue	to	expand,	offer	genuine	choice,	
create	great	places	to	live,	and	ensure	that	outgoing	
residents	will	have	their	capital	sums	refunded	quickly	
because	new	residents	will	want	to	buy	in.

4.7.4 RVA view and suggested next steps
The	RVA	considers	that:

• the	sector	will	continue	to	evolve	while	new	
challenges	and	opportunities	will	arise	

• the	RV	sector	in	New	Zealand	is	internationally	held	
as	a	successful	and	effective	model	for	providing	
private	sector	aged	care

• the	sector	in	New	Zealand	has	shown	time	and	time	
again	that	it	is	nimble	and	able	to	react	and	anticipate	
customer	needs,	and	deliver	product	that	meets	
these	needs

• the	sector	is	well	positioned	to	continue	to	respond	
and	adapt	to	accommodate	the	needs	of	a	changing	
customer	base.	

The	RVA	does	not,	therefore,	support	the	CFFC’s	
recommendation	to	review	future	trends	to	ascertain	
whether	RV	consumer	protections	are	strong	enough	
to	adapt	to	change	and	investigate	whether	different	
models	should	be	encouraged.

4.8 Structural and drafting anomalies 
evident in the legal framework
The	RVA	acknowledges	that	documentation	can	be	
complex	for	intending	residents	and	their	support	
networks.	The	nature	of	the	Disclosure	Statements	and	
ORAs	is	such	that	some	of	the	key	information	relating	
to	payments,	fees,	returns,	access	to	care,	and	related	
important	matters	can	be	‘lost	in	the	fine	print’.	

4.8.1 CFFC recommendations
The	CFFC	recommends	that:

• a	review	of	the	disclosure	statement	content	and	
format	be	undertaken	with	a	view	to	producing	
simplified	and	accessible	documentation	(including	
online	resources).

4.8.2 Observations
In	2019	the	RVA	developed	a	key	terms	summary	
(KTS)	sheet	in	a	’plain	English’	template	form	(see	
Appendix 2),	summarising	important	information	for	
intending	residents,	with	the	objective	of	allowing	
intending	residents	to	easily	compare	one	village	with	
another. 

The	KTS	is	a	mandatory	requirement	of	RVA	
membership	and	is	part	of	the	compliance	audit	regime.	
Before	the	KTS	summary	was	finalised	it	was	reviewed	
and	approved	by	the	CFFC.

4.8.3 RVA view and suggested next steps
The	RVA	recommends	a	review	on	a	collaborative	
basis	with	the	CFFC	to	assist	with	further	simplifying	
documentation	and	ensure	consistency	in	the	format	of	
disclosure	statements	and	ORAs	across	operators.
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4.9 The interface of care and residence

4.9.1 CFFC recommendations
The	CFFC	recommends:

• exploring	the	extent	to	which	the	presence	of	
care	changes	the	nature	of	a	RV	from	a	housing	
proposition	to	a	health	proposition

• exploring	whether	the	definition	of	a	RV	needs	
modifying	to	include	a	wider	range	of	lifestyle	
developments	(including	those	arrangements	that	do	
not	need	an	ORA).

4.9.2 Observations
It	is	important	to	acknowledge	that	there	are	two	sets	of	
regulation	that	cover	the	provision	of	aged	care	in	RVs:

Age-related	residential	care	is	already	comprehensively	
regulated	through	the	regime	administered	by	the	
Ministry	of	Health	and	the	Health	and	Disability	
Commissioner.	Providers	are	required	to	comply	with	
the	Health	and	Disability	Services	(Safety)	Act	2001	and	
the	related	NZS	Health	and	Disability	Service	Standards	
(for	which	compliance	is	audited	as	part	of	the	
accreditation	regime),	the	Age	Related	Residential	Care	
Services	Agreements	between	operators	and	District	
Health	Boards.	

The	RV	Act	in	principle	covers	the	delivery	and	funding	
of	accommodation	and	provides	protection	for	the	
capital	payment	made	by	residents.	

Healthcare	is	highly	regulated	and	it	is	not	appropriate	
that	the	Retirement	Villages	Act	should	deal	with	this,	
except	to	the	extent	of	the	underlying	accommodation	
interest	granted	to	residents	under	an	LTO.	

The	RVA	notes	that	other	operators	are	currently	
considering	offerings	with	little	or	no	care,	and	instead	
offer	an	in-home	care	service.	This	will	offer	further	
diversity	and,	indeed,	if	the	market	accepts	this,	existing	
RV	operators	will	also	need	to	change	their	offering	to	
meet	the	market.

The	RV	Act	does	not	and	was	never	envisaged	as	
preventing	other	offerings	targeted	at	accommodating	
older	people	where	there	is	no	capital	payment	made.	
It is important to remember that the RV Act was 
introduced	for	the	purpose	of	protecting	older	people	
who	pay	a	capital	sum	for	accommodation	and	receive	
associated	services	or	facilities.	The	model	of	paying	
capital	existed	before	the	introduction	of	the	RV	Act	so	it	
is	not	the	Act	that	is	driving	the	capital	payment	model.	
Other	non-capital	payment	models	have	the	freedom	
to	operate	outside	the	scope	of	the	RV	Act	and	this	is	
appropriate	because	there	is	not	the	associated	need	
for	protection	of	capital.

In	short,	the	RV	Act	does	not	need	amendment	so	new	
options	may	emerge.

Ultimately,	the	RVA	considers	that	the	interface	between	
care	and	residences	should	be	clearly	disclosed	to	
intending	residents	so	that	they	are	fully	informed	as	to	
the	level	of	accommodation,	care,	amenity	etc	that	they	
can	expect	from	the	village	they	buy	into.	Again,	this	
could	be	incorporated	into	the	Code.

4.9.3 RVA view and suggested next steps
The	RVA	recommends:

• A	review	of	disclosures	in	relation	to	the	interface	
between	care	and	residences,	and	incorporation	in	
the	Code.
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5 Conclusions 

As we noted at the start of this response, the 
White Paper is ultimately not just about RVs, it is 
actually about improving the quality and wellbeing 
of older New Zealanders, and the significant role 
RVs play in contributing to that.

The	RVA	welcomes	the	opportunity	to	comment	on	
the	CFFC’s	White	Paper	proposing	a	review	of	the	
regulatory	regime	under	which	registered	RVs	operate.	

In	this	paper	we	have	stressed	the	difference	between	
the	extensive	consumer	protection	provided	for	in	the	
RV	Act	–	registration,	a	memorial	on	the	village’s	title,	the	
appointment	of	a	statutory	supervisor,	mandatory	legal	
advice,	the	format	and	contents	of	key	documents,	and	
so	on	–	and	the	commercial	terms	that	allow	operators	
to	distinguish	their	village	from	their	competitors.	

The	commercial	terms	are	highly	responsive	to	market	
demands.	For	example,	we	appreciate	that	residents	
are	comfortable	with	the	capital	sum	and	DMF	model	
but	are	concerned	that	the	weekly	fee	might	escalate	
out	of	their	control.	The	proposed	17%	increase	in	
Wellington	City	rates	is	a	good	example	of	escalating	
costs	that	concern	people	on	fixed	incomes.	Operators	
have	responded	by	offering	fixed	weekly	fees	to	insulate	
residents	against	these	costs.	

However,	operators	face	a	range	of	property	ownership	
risks,	such	as	leaky	buildings,	earthquake	and	storm	
damage,	and	the	need	to	regenerate	older	villages	so	
they	remain	attractive	to	new	residents	(and	exiting	
residents	can	get	their	money	back	promptly	from	a	
re-licence	sale).	Any	gains	made	on	the	re-licensing	
of	units	is	used	to	off-set	these	risks	and	necessary	
expenditure,	and	the	balance	is	that	the	resident,	with	
no	ownership	stake	in	the	village,	is	not	liable	for	any	
unexpected	property	costs.	It	is	important	for	residents	
to	realise	they	can’t	have	one	without	the	other	–	either	
they	share	the	risk	of	ownership	and	the	unexpected	
costs,	or	they	forgo	capital	appreciation	in	the	security	
of	knowing	they	do	not	face	these	costs.	

The	success	of	our	model	shows	that	older	people	
relish	the	possibilities	village	life	offers	and	100	people	
move	in	every	week.	They	receive	their	mandatory	legal	
advice,	understand	the	terms	of	the	ORAs,	hopefully	
have	told	their	children	about	the	reasons	for	their	move,	
and	our	research	shows	that	96%	are	either	satisfied,	
very	satisfied	or	are	neutral	about	that	decision.	It	is,	
therefore,	equally	important	that	a	tiny	minority	should	
not	be	a	reason	to	upend	a	successful	and	popular	
housing	model	for	older	people.

The	sector	is	highly	competitive	and	offers	a	wide	range	
of	options	to	meet	individual	residents’	expectations	and	
needs.	Attempting	to	standardise	the	commercial	terms	
or	impose	restrictions	on	them	only	weakens	the	options	
and	the	value	residents	receive	from	their	decision.	

The	RVA	accepts	that	there	are	details	of	the	
commercial	model	that	could	be	refined.	We	believe	
that	the	most	appropriate	way	is	through	industry	
best	practice	and	allowing	the	market	to	create	new	
opportunities	to	meet	changing	residents’	needs.	For	
example,	we	know	that	the	imminent	baby	boomer	
generation	is	likely	to	have	very	different	expectations	
from	their	parents,	and	it	is	essential	that	the	sector	
retains	the	flexibility	the	current	regime	offers	to	be	able	
to	respond	to	the	changing	market.	

The	RVA	will	continue	to	lead	the	sector	with	best	practice,	
reinforced	with	our	mandatory	three-year	compliance	audit.	

We	welcome	the	opportunity	to	discuss	this	submission	
with	interested	parties.	

John	Collyns 
Executive	Director	 
Retirement	Villages	Association

Mobile	:	+64	(0)21	952-945 
38	Waring	Taylor	St 
Wellington	6146



30   

RVA Response to CFFC Whitepaper

APPENDIX 1

Memorandum of 
Understanding



31   

RVA Response to CFFC Whitepaper

 

  

MOU  
November 2020 Page 1 
 

Memorandum of Understanding  

Between 

The Retirement Villages Association of New Zealand (RVA) and the Retirement Village Residents 
Association of NZ (RVRANZ) 

 

Dated  10 December 2020   

 
 
Introduction  
The RVA is a voluntary industry association that represents the interests of the owners, developers 
and managers of most of the registered retirement villages across New Zealand. The RVRANZ is a 
voluntary organisation that represents the interests of many residents of retirement villages across 
NZ.  
 
 
Purpose 
The purposes of this Memorandum of Understanding are to: 

• acknowledge the agreement between the parties made in their facilitated meeting at 
Ranfurly Retirement Village on 2nd December 2020,  

• record some principles underpinning the ongoing relationship between the parties; and 
• describe, in general terms, how the parties will work together over the next year  

 

Understandings 
Each of the parties agrees to: 

• Work with the other in good faith to support the provision of a quality living environment for 
village residents; 

• Ensure that concerns and issues raised by either party are responded to promptly and 
courteously and as described in this Memorandum of Understanding (MoU); 

• Ensure that the image of the sector and the residents are portrayed fairly and accurately 
and, without limiting their respective freedoms of speech, to adopt a no surprises approach 
to dealing with media; 

• That where we can agree to public policy changes we work together to effect those and 
where we disagree, we note the points of disagreement and proceed in a respectful manner. 
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Resident Advisory Group (RAG) 
The parties acknowledge residents are a key stakeholder in the industry and the ‘resident 
experience’ is a valuable lens for operators looking to improve their business. The parties also want 
more evidence-based, transparent communications between them on diverse issues and on specific 
cases within villages. 
 
To facilitate this, the parties agree to work together and develop a structure and process for a RAG 
which will regularly, at least three times a year, meet with the RVA executive. 
 
Media 
The parties acknowledge that the primary media spokespersons handling any approaches from 
media to their respective organisations are the Presidents from time to time of the two Associations, 
currently Graham Wilkinson (RVA) and Peter Carr (RVRANZ). 
 
The parties agree they will practice a ‘no surprises’ approach to dealing with media during the term 
of this MoU. This means either party will not proactively approach media seeking exposure on an 
issue or case without first either: 

- raising the issue or case at a RAG meeting or 
- if that is impracticable, talking to the other party first about their intention to approach the 

media. 
 

Resident Committees 
The parties acknowledge resident committees can be a useful resource for addressing resident 
concerns in a village and that not all villages have resident committees.  
 
The RVA agrees to remind its members of the Code of Practice clause 30 through its newsletters and 
forums and generally encourage operator best practices to help residents form and conduct a 
resident committee when they wish to. 
 
The RVRANZ agrees to work with CFFC to finalise a short Resident Handbook for forming and 
conducting a resident committee. 
 
Village Manager training 
The parties acknowledge village management that is emotionally intelligent and skilled in handling 
older customers is a vital quality for the industry and for residents.  
 
The parties also acknowledge individual operators need to retain bespoke training requirements. 
They acknowledge it is unreasonable to compel a company to undertake generic training, and that 
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the RVA facilitates a range of training choices for members and reviews the extent of staff training 
when conducting its independent membership audits. 
 
The RVA agrees to continue developing training modules on providing care and emotionally 
intelligent managing of older people and promote that to its members. Content of such modules will 
be advised also to the RVRANZ. 
 
The RVA agrees to review its independent membership audit requirements to ensure there is 
adequate assessment of village manager training. 
 
The RVA agrees to encourage its members to regularly canvas residents’ satisfaction levels and 
identify dissatisfaction which may or may not prompt further staff training requirements. 
 
Term 
This Memorandum is effective from 14 December 2020 for a period of 12 months.   Following this 
the parties will meet to discuss the value of a continued relationship and the possible details of that 
relationship. 
 
For the avoidance of doubt, the relationship of the parties under this Memorandum is not one of 
legal partnership, joint venture or agency. 
 

Consent and Privacy 
In order to facilitate an exchange of information, both agencies need to have the consent of the 
member or subject of the information before this information can be exchanged, unless there are 
over-riding safety issues when confidentiality will be breached.   
 
Sharing information is encouraged to promote the most effective service to members of both 
organisations. Neither of the parties is to disclose, directly or indirectly any confidential information 
received from the other party to any third party without written consent.  
 

Member Complaints  
Nothing in this MoU precludes either party or its members from using a range of other complaint or 
dispute resolution options provided under the Retirement Villages framework. 
 
The parties agree RVA or RVRANZ Member complaints should generally be directed to the 
organisation where the complaint is sourced.  
 
This agreement is signed by the following on behalf of their respective organisations. 
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SIGNED on behalf of RVA 

by Graham Wilkinson  

SIGNED on behalf of RVRANZ 

by  Peter Carr 
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Summary
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KEY TERMS DETAILS FOR RESIDENT/UNIT

Fees payable by resident

Maximum Deferred 
Management Fee 
(DMF) (or equivalent 
fees) payable by 
resident for unit

Maximum total as a percentage of capital sum: %

Method of calculation:

On entry %

Per annum:  

Weekly fees payable by resident

• How much?

• Can these be increased by the operator?

• If yes, how often?

$ per week

 Yes    No

Annually    Any time  Other  

Are there any other regular fees payable by 
the resident to the operator and can these be 
increased?
[For example, service fees.]

Does the resident contribute to long term 
maintenance through a contribution to a 
specific village sinking or maintenance account?

 Yes No

Fees payable on termination (excluding DMF)
[For example, admin, marketing fees.]

Capital gains/losses

Does the resident share in any capital gain on 
the sale of the unit?
• If yes, what share? [Specify]

 Yes No 

Is the resident exposed to any capital loss on 
the sale of the unit?
• If yes, what is the exposure? [Specify]

 Yes No

Leaving the unit

Once the resident has left their unit when do 
they stop paying weekly fees?

 On leaving the unit

 Other – specify 

SUMMARY OF KEY TERMS
Village:  

Accommodation Type:

Correct as at             /      /  

Year 1 Year 2 Year 3 Year 4 Year 5% % % % %
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When does the resident or their estate receive 
the capital refund (Less DMF and other fees/
charges)?

  When the unit is re-licensed

 A t the end of the cooling-off period     

S      Some other formula 

Do you offer any compensation if a unit is not 
resold within a specific period?

 Yes No

When leaving the unit is the resident required 
to contribute to the refurbishment of the unit, 
and if so, what amount or formula will be 
used ?

 Yes No

Transferring between units within the village*

Does the resident have priority over non-residents 
to transfer to another unit at the village?

 Yes No

For the resident’s new  unit, is there a credit 
for any DMF (or equivalent fees) paid by the 
resident for their earlier unit(s) at the village?

 Yes No 

Current aged care options at the village

Is there an aged care facility currently 
available at the village? 

 Yes No

 Rest home

 Hospital

 Dementia care

 Other – specify

Does your facility currently contain any 
standard aged care rooms, i.e. where there is no 
requirement to pay premium room charges or 
purchase an ORA?”

 Yes No

Does the resident have priority over non-
residents to transfer to the care options 
outlined above?

 Yes No N/A

KEY TERMS DETAILS FOR RESIDENT/UNIT

This Summary is a general statement of the key terms of the offer at 

For full details refer to the disclosure statement and occupation right agreement for this Village.

* Different terms [may] apply if the resident leaves the unit due to a damage or destruction event or if the operator has
terminated the resident’s occupancy.

If so how many rooms are currently available 
in each care category?

Village Name.
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15 February 2021  
 
 
Hon Poto Williams  
Minister for Building and Construction 
Parliament Buildings 
Wellington 6160 
New Zealand 
 
 
Dear Minister 
 
Recently Consumer New Zealand published an article alleging “unfair” terms in retirement village 
contracts that received some media attention.  
 
Although the Retirement Villages Association (RVA) discussed the issues with Consumer NZ on several 
occasions, we disagree with many of their assertions and would like to provide a more complete 
perspective. 
 
In isolation, the issues identified by Consumer are important, but they do not reflect what we are 
hearing directly from our 45,000 village residents, a number which is growing at the rate of over 100 
every week.  This is unsurprising, given research by UMR in early 2021 showed approximately 87% of all 
residents are satisfied or very satisfied with their decision to move to a village. 3% are dissatisfied and 
the balance are neutral.  
 
The Act, regulations and Code of Practice provide a comprehensive and effective resident-focused 
consumer protection regime that is the envy of the world. The New Zealand model is often referred in 
other jurisdictions as “world leading” and I am often asked to speak and offer advice in numerous 
countries. 
 
The decision to move to a retirement village is made with a full understanding of what’s involved based 
on transparent disclosure. While the contract between the resident and the operator (referred to as an 
Occupation Right Agreement, or ORA) is a legal document that requires proper scrutiny, the Retirement 
Villages Act requires all intending residents to receive independent legal advice before signing an ORA.   
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Regardless of these safeguards, our sector is committed to continuous improvement to ensure New 
Zealand remains a world leader and that our industry grows by delivering on promises to our customers.  
 
While individual operators are encouraged to develop their own policies and market positioning, the 
RVA does not support the inclusion of any unfair conditions.  
 
The RVA is committed to ensuring residents enjoy retirement village living and any promises made are 
met, but it is disappointing when comments are made without evidence, foundation or with a limited 
understanding of how the sector operates as a whole.  
 
The model 
 
Retirement village operators have income from three sources – the initial capital sum paid by the 
incoming resident (of which 70-80% is repaid when the unit is re-licensed after the resident leaves), 
weekly fees, and the Deferred Management Fee (DMF) which is the 20-30% of the original capital sum 
retained by the operator.  
 
Operators aim to sell village units at a discount to the average local freehold home. This allows many 
residents to release the pent-up equity in their home and add the difference to their retirement savings, 
allowing them to realise long-held dreams of travel, etc.  
 
We know that most residents are comfortable with the capital sum and the DMF model, but are 
concerned that the weekly fees could increase beyond their control. For that reason most operators fix 
the weekly fee for the life of the resident in the village – this can be ten years or more. With a fixed 
weekly fee the resident is protected from increases in rates, insurance, and unexpected village 
maintenance which offers peace of mind and financial stability.  
 
This means it is relatively cheap to move in and live in a village, but there is a fee to pay at the end - 
usually when the resident dies or moves to care. It is, simply put, a ‘enjoy now, pay later’ system.   
 
Questioning any one aspect of our model without consideration to the holistic position is unfair and 
misleading. The reality is that if the changes advocated by Consumer were made to the model, 
operators will be forced to increase other charges to compensate. This was clearly demonstrated in 
2008 when refurbishment of units was changed to become an operator expense, and concurrently the 
deferred management charges were increased by the entire industry.  
 
We would like to specifically address some of the points raised in the article. 
 
Non-sharing of capital gains 
 
With the increases in property values in the last ten years or so, Consumer feels that a business model 
to allow capital gain sharing should be encouraged.  
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We discussed this matter in detail with Consumer. As mentioned above, under the law, prospective 
residents must seek independent legal advice before moving in and our members stress that with them 
and their families. Monitoring reports by the CFFC shows a good quality of legal advice is provided.  
 
The development of a retirement village requires significant capital and it is many years until a return on 
that capital is possible. The substantial investment provides residents with a sustainable village future 
and protects their capital investment. Most importantly, without some form of return to the operator, 
the facilities, services and concessionary weekly fees would not be possible.  
 
It is important to remember that as the Occupational Rights Agreement (ORA) signed by a resident and a 
village operator entails an obligation to repay the resident, any “capital gain” made is temporary. It is 
correct that the operator has the use of the money while the resident lives in the village and is able to 
put it towards village maintenance and the like, but ultimately most of it is repaid.  
 
Moreover, any ‘gains’ retirement village operators report in their financial statements are property 
valuation increases (or losses) on the land and buildings owned by the operator - not cash surpluses.    
 
Some retirement village operators choose to share capital gains, so if this is important to a prospective 
resident, we encourage them to move to a village with such a policy. Operators that share capital gain 
may lack the ability to recover their investment, the range of facilities and services can be limited, and 
prospective residents may find the village less appealing as a result. 
 
The repair and replacement obligations on operator-owned consumer goods 
 
The RVA stresses the importance of having very clear boundaries where the responsibilities fall. In most 
cases, our members are responsible for repairing or replacing any operator chattels.  Villages often give 
residents some chattels on taking occupation and expect residents to maintain those. Operators cannot 
contract out of the Consumer Guarantees Act or Fair Trading Act, and operators have no desire to 
circumvent the spirit or letter of the law. 
 
Operators refusing to allow complaints about dust, noise, etc for developments in the village 
 
Our members ensure any prospective residents know about future development work in the village and 
are required to work within resource consents which spell out restrictions on hours of work, noise, dust, 
or vibration from construction work. The resource consent conditions are also monitored by the local 
council. The restriction is aimed at stopping residents complaining at the resource consent stage. 
 
However, residents can and do complain about dust, noise, etc and operators work hard to mitigate the 
problem.  
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Summary 
 
In conclusion, the sector continues to grow and evolve, particularly with the increasing focus on care, 
and thanks to the legislation that allows for a wide variety of business models, there is genuine 
competition. Kiwis have more choice than ever before. While village living is not for everyone, it will 
continue to play an important role in meeting the needs of New Zealand’s ageing population.  
 
The sector also plays an increasingly important part in freeing up thousands of homes ever year for 
younger Kiwis. 
 
The RVA is engaged with industry stakeholders and is active in communicating and debating all issues to 
increase satisfaction. 
 
We will also shortly be lodging our submission to the Commission for Financial Capability’s White Paper 
and we look forward to sharing this with you in due course. 
 
I would welcome the opportunity to discuss this letter with you.  
 
Yours sincerely 
 

 
 
 
John Collyns 
Executive Director 
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RETIREMENT VILLAGES ASSOCIATION  
NEW ZEALAND’S RETIREMENT VILLAGE REGULATORY REGIME

1 Retirement Villages Act 2003, Section 27 and schedule 3.
2 RV Act, s. 22
3 RV Act, ss. 18 – 19

1. Occupancy rights 
The RV Act1	requires	residents	to	have	an	ORA	which	
sets	out	the	terms	and	conditions	of	their	residence	in	
the	village.	There	are	three	broad	types	of	occupancy	
rights	in	a	village	–	a	LTO,	unit	titles,	or	rent/leases.	

LTOs	make	up	approximately	95%	of	all	occupancy	
right	agreements.	The	licence	is	a	contractual	right	to	
occupy.	It	does	not	give	rise	to	any	interest	in	the	land	
and	is	personal	to	the	licensee.	

In	unit	title	villages	residents	will	own	the	stratum	fee	
simple	estate.	In	a	cross-lease	village,	a	resident	will	
usually	own	the	cross-lease	title.	Approximately	5%	of	
the	RVA’s	membership	comprise	of	unit	title	villages.	

Some	villages	offer	rental	units	in	which	the	residents	
pay	a	rent	which	includes	the	right	to	live	in	the	unit	and	
have	access	to	any	community	facilities.	The	Residential	
Tenancies	Act	excludes	tenants	with	an	ORA	from	the	
provisions	of	that	Act	(and	includes	them	in	the	RV	Act).	

Financial structure
A	resident	pays	a	capital	sum	for	the	right	to	live	in	the	
village	and	have	use	of	the	facilities	for	as	long	as	they	
want	to	live	there	or	are	able	to	live	there	independently.	
At	the	end	of	their	occupancy	a	percentage	of	the	initial	
capital	sum	(usually	between	70	–	80%)	is	repaid	to	the	
resident.	In	some	cases	the	village	will	share	any	capital	
gain	on	the	re-licensing	of	the	unit.	The	retained	amount	
(20-30%),	usually	referred	to	as	the	“facilities	fee”	or	
“deferred	management	fee	(DMF)”,	includes	the	cost	
of	the	resident’s	access	to	and	use	of	the	community	
facilities	and	it	is	charged	at	the	end	of	the	resident’s	
stay	in	the	village	rather	than	at	the	start.	

An	important	point	to	note	is	that	(in	most	cases)	the	
exiting	resident	(or	their	estate)	is	refunded	the	capital	
sum	less	any	deductions	as	set	out	in	the	ORA	only	
when	their	unit	has	been	resold	and	the	operator	has	
received	the	incoming	resident’s	capital	payment	in	full.	
This	is	an	entirely	different	situation	to	other	investments	
which	fall	due	on	specific	dates	and	the	risk	to	the	
exiting	resident	is	accordingly	minimised.	

Operators	can	also	agree	to	pay	the	exiting	resident	
earlier	if	they	wish.	ORAs	that	are	terminated	by	the	
operator	must	be	paid	within	five	working	days.	

All	repayments	are	covered	by	contract.	

2. The retirement village regulatory regime 
The	retirement	village	industry	is	regulated	by	the	
Retirement	Villages	Act	2003	(the	Act)	and	associated	
regulations.	The	regime	provides	comprehensive	
consumer	protection	and	is	designed	expressly	for	
residents	and	intending	residents.	

Registration
The	Act	provides	for	a	registry	of	retirement	villages	
in	a	manner	similar	to	the	Companies	Registry	and	all	
villages	which	fit	the	definition	provided	in	the	Act	must	
be	registered	or	face	substantial	penalties.	Registration	
provides	the	residents	with	a	degree	of	security	of	
occupancy	in	that	their	interests	are	protected	ahead	of	
any	lenders	via	a	memorial	over	the	village’s	title.	

The	effect	of	the	memorial	on	the	village	title	stops	the	
receiver	or	liquidator	of	a	village	from	disposing	of	the	
village	other	than	as	a	going	concern,	or	evicting	or	
excluding	any	resident	from	using	the	village’s	facilities	
which	s/he	is	entitled	to	use.2

The	importance	of	the	memorial	was	demonstrated	in	
the	Crossdale	Courts	episode	in	February	2008	when	
a	group	of	elderly	residents	were	faced	with	eviction	
from	their	homes	because	the	owner	had	failed	to	
register	the	village.	The	Minister	of	Building	and	Housing	
declared	Crossdale	to	be	a	retirement	village	pursuant	
to	S.	103	of	the	Act,	but	after	considerable	court	action,	
the	order	was	found	to	be	invalid	because	it	couldn’t	
be	issued	after	the	village	operator	was	found	to	be	
bankrupt.	Sadly,	the	remaining	residents	were	evicted.	

To	register	a	village,	the	operator	must	deposit	with	
the	Registrar	of	Retirement	Villages	the	following	
documents:	

• the	deed	of	supervision	from	the	statutory	supervisor	
and	the	statutory	supervisor’s	consent	to	act

• the	ORA

• a	disclosure	statement	setting	out	the	village’s	
financial	situation,	ownership	etc	

• the	legal	description	of	the	property.

In	certain	circumstances,	operators	must	ensure	that	
any	amendments	to	the	documents	are	lodged	with	the	
Registrar	or	that	s/he	is	notified	of	certain	changes.	

The	Registrar	may	suspend	or	cancel	a	village’s	
registration	under	certain	circumstances.3
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Disclosure statements
The	requirements	to	make	a	disclosure	statement	
available	to	intending	and	actual	residents	is	set	out	in	
the	Retirement	Villages	(General)	Regulations	2006.	The	
disclosure	statement	must	set	out:

• Village	ownership	structure	and	occupancy	rights

• The	resident’s	interests	in	the	residential	unit

• Management	arrangements	for	the	village,	including	
insurance

• The	role	of	the	statutory	supervisor

• Legal	details	about	the	village	title,	size,	number	of	
dwellings,	etc

• Services	and	facilities	provided

• Charges

• Maintenance	and	development

• Financial	statements	

• Terms	of	entering	into	and	exiting	ORAs,	and	moving	
to	higher	levels	of	care.

Occupation Right Agreements4 
ORAs	are	required	to	include	provisions	dealing	with	the	
following	topics:

• The	village	name	and	address

• The	nature	of	the	right	of	occupy	(i.e.	Licence	to	
Occupy,	unit	title,	etc)

• Rights	of	both	parties	around	the	unit	itself,	such	as	
selling,	security	interests,	borrowing	against	the	unit,	
etc)

• Arrangements	for	managing	the	village

• Services	and	facilities	available

• Charges	relating	to	the	village

• Provisions	requiring	the	operator	to	use	“reasonable	
care	and	skill”	in	managing	the	village

• Keeping	the	village	in	“good	condition	and	order”

• Making	and	adhering	to	a	long-term	maintenance	
plan

• Insuring	the	village	for	full	replacement	to	the	
satisfaction	of	the	statutory	supervisor

• Using	reasonable	care	and	skill	in	the	exercise	of	the	
operator’s	powers,	functions	and	duties.	

4 RV (General) regulations 2006, clauses 6 – 11
5 Statutory supervisors’ powers and duties are set out in the Retirement Villages Act 2003, sections 42-43
6 RV Act, Section 41

Operators	are	also	required	to	provide	the	village’s	
financial	statements	on	request	to	residents,	call	and	
manage	residents’	meetings,	and	if	the	operator	is	
responsible	for	fining	a	new	resident	for	a	vacant	unit,	
s/he	must	make	all	reasonable	efforts	to	do	so	and	not	
give	preference	for	unoccupied	units	over	previously-
occupied	units.	

Statutory supervisor5

Unless	exempted,6	each	village	must	appoint	a	statutory	
supervisor	to	oversee	the	village’s	financial	affairs,	liaise	
with	the	manager,	operator	and	residents,	and	generally	
ensure	the	village	is	meeting	its	statutory	obligations.	If	
a	supervisor	believes	the	financial	position	of	a	village	
is	inadequate,	s/he	may	direct	the	operator	to	supply	
specific	information	to	residents,	operate	the	village	in	
a	specific	manner,	or	apply	to	the	Court	under	S.	49	of	
the	Securities	Act	1978.	

Village	operators’	and	statutory	supervisors’	duties	
and	responsibilities	are	set	out	in	the	village’s	deed	of	
supervision,	which	is	available	to	intending	residents.	

A	Deed	of	Supervision	must	contain	all	information	
and	other	matters	that	are	required	to	be	included	in	
it	by	Regulation	45	of	the	Retirement	Village	(General)	
Regulations	2006.	These	include	the	name	and	
address	of	the	operator,	a	description	of	the	village	
and	its	facilities,	its	degree	of	completeness,	liabilities,	
ownership	structure,	rights	to	occupy	the	units,	a	
description	of	the	residents’	liabilities	(if	any)	resulting	
from	the	village’s	winding-up,	details	of	meetings,	and	
the	supervisor’s	rights	and	duties,	and	their	costs.	

Statutory	supervisors	are	licensed	and	regulated	though	
the	Financial	Markets	Authority,	a	Government	agency	
established	to	supervise	the	working	of	the	financial	
markets.	

Code of Practice (CoP) 
A	legislated	CoP	came	into	effect	in	October	2009.	

The	Code	must	be	complied	with	by	all	registered	
retirement	villages	in	their	day-to-day	activities	and	
covers	the	following	matters:

• Staffing	of	retirement	village

• Safety	and	personal	security	of	residents

• Fire	protection	and	emergency	management

• Transfer	of	residents	within	retirement	village

• Meetings	of	residents	with	operator	and	resident	
involvement
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• Complaints	facility

• Accounts

• Maintenance 

• The	process	to	terminate	an	occupation	right	
agreement

• Communication	with	residents.

Following	the	Canterbury	earthquakes	the	Code	was	
amended	to	require	operators	to	refund	100%	of	a	
resident’s	original	capital	sum	if	a	village	or	unit	were	
destroyed	and	not	rebuilt.	This	change,	led	by	the	RVA,	
overcame	an	unfairness	when	a	resident	only	received	
the	amount	in	their	ORA	if	their	village	or	unit	was	not	
rebuilt	in	these	circumstances.	This	version	came	into	
effect	on	14	October	2013.

All	RVA	members	are	audited	for	their	compliance	with	
the	Code	of	Practice	every	three	years.	The	audit	is	
undertaken	by	a	qualified	independent	organisation.	
Villages	which	pass	the	audit	are	accredited;	those	
which	fail	must	improve	the	areas	of	weakness	and	be	
audited	again.	

The	RVA’s	Constitution	has	been	revised	so	that	
persistent	failure	to	meet	the	standards	set	out	in	the	
CoP	exposes	the	member	to	the	risk	of	disciplinary	
action.	The	RVA’s	Disciplinary	Authority	is	a	retired	
High	Court	Judge,	the	Hon	Dr	John	Priestley,	QC.	The	
Authority’s	sanctions	range	from	requiring	a	matter	to	
be	remedied	through	to	fines	and	expulsion	from	the	
Association. 

Accredited	villages	receive	a	certificate	to	that	effect	
and	may	use	the	RVA’s	logo	in	their	advertisements.	
Prospective	residents	and	their	families	are	encouraged	
to	ask	to	see	the	Certificate	of	Accreditation	and	it	is	an	
important	marketing	tool	to	distinguish	compliant	villages	
from others. 

Code of Residents’ Rights7

The	Act	sets	out	a	list	of	residents’	rights,	which	include	
the	right	to:

• Services	and	benefits	promised	in	the	ORA

• Information	relating	to	any	matters	affecting	or	likely	to	
affect	the	terms	and	conditions	of	the	residency

• Be	consulted	on	any	proposed	changes	in	the	
services	and	benefits	provided	or	charges	paid	that	
may	have	a	material	impact	on	the	residency

• Complain	and	receive	a	response

• A	speedy	and	efficient	disputes	process

• Have	a	support	person	when	dealing	with	the	
operator	or	other	residents

7 RV Act 2003, schedule 4
8 RV Act 2003, s. 25-26

• Be	treated	with	courtesy	and	have	rights	respected

• Not	be	exploited	while	living	at	the	village.	

Residents	are	obliged	to	treat	others	in	the	village	with	
respect	and	courtesy.	

Complaints and disputes 
Each	village	must	have	a	complaints	and	disputes	
process	which	residents	must	use	should	they	wish	
to	lodge	a	complaint	about	any	aspect	of	village	life.	
If	this	system	fails	to	resolve	the	complaint,	residents	
can	take	it	to	the	next	step,	the	Retirement	Villages	
Disputes	process.	This	process	is	set	out	in	detail	
in	the	Retirement	Villages	Act	part	4.	Managed	by	
the	Retirement	Commissioner	(RC),	one	or	more	
experienced	mediators	are	selected	from	a	pool	
appointed	by	the	RC	hear	the	dispute	and	adjudicate	
the	outcome.	Disputes	can	be	brought	about	alleged	
breaches	of	the	CoP,	the	resident’s	ORA	and	the	Code	
of	Residents’	Rights.	

The	CoP	includes	a	mediation	step	between	the	village	
complaints	system	and	the	formal	disputes	process.	
Operators	must	offer	residents	the	opportunity	to	
mediate	unresolved	disputes.	The	cost	of	mediation	is	
met	by	the	operator,	although	the	costs	can	be	shared	
between	the	parties	if	it	is	a	resident	v	resident	matter.	
The	RC	maintains	a	list	of	approved	mediators	who	
have	undergone	training	in	elder	law	and	the	challenges	
around	mediating	disputes	involving	older	people.	

To	date,	the	formal	disputes	process	has	been	used	
21	times.	Most	decisions	have	been	in	the	operator’s	
favour.	The	costs	of	mediation	and	the	disputes	panel	
are borne by the operator. 

The	RVA	also	operates	an	informal	dispute	resolution	
service	for	members	and	residents.	

Advertising retirement village units
The RV Act8	sets	out	the	requirements	for	advertising	
units	for	sale.	Only	registered	villages	can	advertise	
themselves	as	“retirement	villages”	and	offer	ORAs.	
Advertisements	must	not	be	misleading	or	deceptive,	
and	there	must	be	no	statement	that	entering	into	an	
ORA	is	safe	or	free	from	risk.	Neither	can	there	be	any	
reference	to	“prospective	financial	information”	unless	
the	advertisement	refers	to	the	village’s	disclosure	
statement	and	if	a	reference	is	made	to	a	“right	to	
occupy”,	the	advertisement	must	state	if	the	right	is	
secured	or	unsecured	and	if	secured,	the	nature	and	
ranking	of	the	security.

If	resident	safety	and	personal	security	promises	are	
made	as	a	promotional	feature	in	advertising,	the	
operator	is	required	to	ensure	that	the	elements	of	that	
security	are	indeed	provided.	
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If	a	retirement	village	operator	breaches	the	provisions	of	
the	RV	Act,	the	penalties	are	substantial:

• The	Registrar	can	suspend	registration

• Fine	up	to	$50,000

• Injunction

• Other	orders

• Adverse	publicity.

The	provisions	of	the	Fair	Trading	Act	also	apply	to	
retirement	village	advertising.	

3. Specific protection for new residents 
Intending	retirement	village	residents	are	encouraged	to	
visit	as	many	villages	as	they	can,	talk	to	other	residents	
and	operators,	and	find	out	as	much	as	possible	about	
each	village,	its	ambience	and	quality	of	amenities.	

Intending	residents	must9	be	given	copies	of	the	ORA	
and	the	disclosure	statement,	the	Code	of	Residents’	
Rights	and	the	Code	of	Practice	then	in	force.	The	deed	
of	supervision	and	the	village’s	financial	statements	must	
be	provided	on	request.	

In	addition,	intending	residents	must	“receive	
independent	legal	advice”10	about	the	details	of	the	
ORA	and	the	resident’s	signature	on	the	ORA	must	
be	witnessed	by	a	lawyer.	The	same	lawyer	must	
also	certify	that	before	the	intending	resident	signed	
the	ORA,	s/he	“explained	to	that	person	the	general	
effect	of	the	ORA	and	its	implications.”	The	RV	Act	
requires	that	“the	explanation	must	be	given	in	a	manner	
and	in	a	language	that	is	appropriate	to	the	age	and	
understanding	of	the	intending	resident.”

All	ORA	must	include	a	provision	allowing	a	resident	to	
cancel	the	ORA	within	15	days	after	it	is	signed	without	
having	to	give	any	reason	(the	“cooling-off	period”).11 

All	deposits	and	other	payments	paid	by	the	resident	
for	an	ORA	must	be	held	for	the	resident’s	benefit	in	an	
interest-bearing	account	held	by	an	independent	person	
to	the	operator	until	settlement	or	the	ORA	is	cancelled	
pursuant	to	the	cooling-off	period.	After	the	15	day	
cooling-off	period,	and	provided	the	ORA	has	not	been	
cancelled,	the	money	is	then	paid	to	the	operator.	

The	ORA	is	voidable	by	the	resident12	if	the	village’s	
registration	has	been	suspended	(s.	18	(3)),	the	
advertising	is	misleading	(s.	25	(1)),	the	ORA	
contravenes	the	requirements	set	out	in	the	RV	Act	
and	regulations	(s.	27),	or	the	required	information	has	
not	been	provided	(s.	30).	If	this	occurs	the	resident	
is	entitled	to	receive	a	refund	of	all	capital	sums	paid,	
interest	and	costs.	

9 RV Act 2003, s. 30 (1)
10 RV Act 2003, s. 27
11 RV Act 2003, s. 28
12 RV Act 2003, s. 31
13 P. 12 https://ilcuk.org.uk/wp-content/uploads/2018/10/Stronger-Foundations-International-Lessons-for-the-Housing-with-Care.pdf

The	RV	Act	(s.	34)	sets	out	the	details	of	additional	
information	a	resident	is	entitled	to	have	if	it	will	have	
a	material	impact	on	the	ORA	or	the	charges	to	be	
levied	as	part	of	the	ORA,	and	lists	a	range	of	other	
specific	matters	on	which	residents	have	the	right	to	
be	notified.	These	include	issues	such	as	changes	
in	secured	liabilities	over	the	village,	the	Registrar’s	
decision	to	exempt	the	operator	from	any	provisions	of	
the	retirement	village	legislation,	suspension,	actual	or	
threatened	action	by	a	creditor,	an	insurer’s	decision	
to	refuse	to	insure	the	village	or	any	part	of	it,	and	
any	actual	or	threatened	legal	provisions	against	the	
operator	that	may	affect	the	residents’	interests.	

4. Summary 
The	Association	stresses	that	the	retirement	village	
regime	was	established	to	provide	comprehensive	
consumer	protection	for	residents.	Intending	residents	
also	have	a	far-ranging	set	of	protections	including	
a	requirement	to	have	legal	advice	and	sign-off	as	
well	as	the	protections	in	the	RV	Act,	regulations	and	
Codes.	Residents	live	in	the	village	and	have	access	
to	the	operator,	his/her	staff,	a	statutory	supervisor	
and	the	Registrar	of	Retirement	Villages.	Their	tenure	
in	the	village	is	protected	by	a	memorial	on	the	village	
title	which	guarantees	them	that	the	village	can	only	be	
sold	as	a	going	concern	and	their	access	to	the	village	
amenities. 

It’s	been	claimed	that	the	NZ	retirement	village	regulatory	
regime	is	“world-leading”.	The	International	Longevity	
Centre	in	the	UK	described	the	NZ	retirement	village	
regime	as	“perhaps	the	strongest	example	of	legislation	
specific	to	this	sector”.13	This	view	was	reflected	by	
Kathryn	Griner	in	her	Report	on	the	Enquiry	into	the	
NSW	Retirement	Village	sector.	

As	further	evidence	of	this,	we	are	regularly	invited	to	
consult	with	overseas	jurisdictions	that	are	starting	out	
on	the	retirement	village	journey	and	who	see	the	NZ	
model	is	a	good	way	to	provide	affordable,	safe,	and	
age-appropriate	housing	to	their	seniors.	These	include	
Australia,	the	UK,	Malaysia,	Singapore,	India,	among	
others. 

The	Association	strongly	supports	the	consumer	
protection	regime	contained	in	the	RV	Act	and	
regulations	and	works	with	relevant	Government	
agencies	and	stakeholder	groups	to	review	it	from	time	
to	time	to	ensure	it	remains	relevant	for	residents.	
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APPENDIX 5

UMR resident 
research
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1 Retirement Villages Association – Residents Survey – January 2021

Residents Survey
Retirement Villages Association  
January 2021

Foreword on methodology

UMR’s methodology was designed to take bias selection out of the equation.  
The following instructions were sent to village managers advising on how they were 
required to select participants. 

Instruction for villages with less than 40 units
Please	invite	all	your	ORA	unit	holders	to	participate	in	
this	survey	by	forwarding	the	survey	link	in	this	email	
on	to	them.	If	the	unit	is	occupied	by	a	couple,	we	only	
need	one	resident	to	participate	from	that	unit.			

Instruction for villages with more than 40 units
We	would	like	you	to	randomly	select	(by	selecting	
for	example	every	2nd,	3rd,	4th,	5th,	6th	and	so	on	
number	on	your	list	of	unit	holders).		The	number	you	
choose	will	depend	on	how	many	unit	holders	you	have.	
Keep	selecting	until	you	have	around	40-unit	holders	
taking	part.

For	example:

• If	you	have	45	ORA	holders,	you	just	select	the	first	
40	or	the	last	40	on	your	list		

• If	you	have	80	ORA	holders,	select	every	2nd	ORA	
holder	for	a	total	of	40	participants

• If	you	have	100	ORA	holders,	select	every	3rd	ORA	
holder.	This	gives	you	33	ORAs,	so	then	randomly	
select	a	few	others	to	reach	40

• Finally,	if	you	have	300	or	more	ORA	holders,	select	
every	8th	ORA	holder	to	get	around	37	holders.	
Then	just	randomly	select	a	few	others	to	reach	
40 ORA holders.

Residents	who	wanted	to	take	part	and	could	not	
do so	via	email	were	given	the	option	of	taking	part	
via telephone.
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3 Retirement Villages Association – Residents Survey – January 2021

Methodology

• Results in this report are based on questions asked in an online survey distributed to 100 Retirement Villages across New Zealand.  Of the 100 villages 
invited, over half (56) had at least one resident take part.  The total number of residents that took part was 1,000*.  

• Fieldwork was conducted from the 22nd of December 2020 to the 31st January 2021.

• The margin of error for sample size of 1,000 for a 50% figure at the 95% confidence level is ± 3.1%.

• UMR designed a representative sample of retirement villages based on village size (number of units), location and type (company-group, company-
individual and not for profit). 

Note on rounding:

• All numbers are shown rounded to zero decimal places. Hence specified totals are not always exactly equal to the sum of the specified sub-totals. The 
differences are seldom more than 1%.

• For example: 25.7 + 31.5 = 57.2 would appear: 26 + 32 = 57

* A total of 69 Retirement Village residents took part in the research via telephone as they did not have access to email.

2 Retirement Villages Association – Residents Survey – January 2021
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5 Retirement Villages Association – Residents Survey – January 2021

Residents mostly satisfied across several aspects of village life 

Overall strong satisfaction with retirement villages

• Most residents (86%) are satisfied with the village they reside in, 10% were neutral and only 4% said they were not satisfied. This meant of 
those that had an opinion, 97% were either very satisfied, satisfied or neutral. 

• Overall residents gave their retirement village a favourable net promoter score (NPS) of +43.  When using the NPS anything above ‘0’ is 
considered good, above ’20’ considered favourable and above ’50’ is usually defined as excellent. 

Most residents were satisfied with their villages response to COVID-19 

• The vast majority of residents (87%) were satisfied with how the management and staff of their village managed their safety during COVID-
19. Only 2% reported feeling not satisfied with how they were looked after in their village during the height of the pandemic. 

Most residents satisfied with quality of legal advice they received and with the consumer protections they have

• Around four out of five residents (83%) were satisfied with the quality of the legal advice they received before moving into their retirement 
village. Seven out of ten residents (70%) indicated they were satisfied with, ‘The overall consumer protections for residents, this includes the 
Retirement Villages Code of Practice, Code of Resident Rights and Retirement Villages Act’.   

4 Retirement Villages Association – Residents Survey – January 2021

Report commentary 
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7 Retirement Villages Association – Residents Survey – January 2021

Residents mostly comfortable with weekly fees, but more mixed on length 
of resale process and allocation of capital gain

Mostly comfortable with weekly fee arrangement 

• Three-quarters of residents (75%) were comfortable with their weekly fee arrangement, while 8% were not comfortable.

• Those who were uncomfortable with the weekly fee arrangement were asked to provide reasons for feeling uncomfortable. The most common 
reasons provided were that the fees are increasing too often and should be fixed (4% of total sample gave this as a reason), and that the fees 
are too expensive (2% of the total sample said this).

Under half were comfortable with resale process of their unit 

• Two-fifths of residents (43%) were comfortable with the resale process once they no longer needed their unit, while 24% were not comfortable. 

• Reasons for being uncomfortable with the resale process was mainly due to the length of time it takes to sell and settle the property (11% of  
total sample gave this as a reason), and the loss of capital gain (10% of the total samples said this). Followed by, ‘Still must pay weekly/monthly 
fees when unit is vacated’ (7% of total sample) and ‘Delay in payment of estate’ (6% of total sample).

Less than a third comfortable with treatment of capital gain on their unit  

• Only thirty percent were comfortable with, ‘The allocation of capital gain on sale between a resident or their estate and the retirement village’, and 
35% were not comfortable.

• The main reason for being uncomfortable with the allocation of capital gain was because they receive no capital gain on their property and that 
they are losing too much on the sale (21% of the total sample gave this as a reason). The following reasons featured at lower levels, ‘Think it is 
unfair for retirement village to keep capital gains’ (11% of total sample) and, ‘Arrangement is mainly beneficial for retirement villages’ (10% of 
total sample). 

6 Retirement Villages Association – Residents Survey – January 2021

Retirement villages are seen to be performing well on what matters most to 
residents 

Residents declare strong confidence that the top three factors they feel are most important when deciding to move into a village are being delivered 
on by their villages  

• The three most important factors when residents are deciding if they will move into a retirement village are ‘Security and safety’ (88% important), 
‘Peace of mind’ (87% important) and ‘Hassle-free lifestyle’ (86% important). 

• The lowest level of importance across the aspects tested was recorded for, ‘Equity release on the sale of my home’ (53% important). 

• Residents were asked how confident they were that their village was or would deliver on a range of important factors.  The three factors above that 
residents declared as most important also received the highest levels of confidence that they were being delivered on. 

• Highest level of confidence was 89% confident for ‘Security and safety’ being provided,  86% confident for ‘Hassle-free lifestyle’ being provided and 
83% confident for ‘peace of mind’ being delivered on as well.  

• The lowest level of confidence was recorded for, ‘Equity release on the sale of my home’ (49% confident). However, this factor also received 
lowest level of importance when residents were deciding if they were going to move into a retirement village. 
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9 Retirement Villages Association – Residents Survey – January 2021

Most residents are satisfied with living in their retirement village

Overall, how satisfied are you with your experience of living at this retirement village?

Base: All respondents (n=1,000)

86

4

61

25

10

3

1

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Total satisfied (1+2)

Total not satisfied (4+5)

1 - Very satisfied

2

3

4

5 - Not satisfied at all

8 Retirement Villages Association – Residents Survey – January 2021

Overall satisfaction
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11 Retirement Villages Association – Residents Survey – January 2021

Satisfaction with 
COVID-19 
management and 
legal advice

10 Retirement Villages Association – Residents Survey – January 2021

60 22 18

0% 20% 40% 60% 80% 100%

All

Promoter
(Total 9-10)

Passive
(Total 7-8)

Detractor
(Total 0-6)

Retirement villages overall receive a favourable net promoter score  

How likely is it that you would recommend this retirement village to a friend or family member?
(Please note the scale for this question is: 0 – Not likely at all and 10 – Very likely)

*Rounded to 1 decimal place: NPS = Promoters 60.4 minus Detractors 17.7 = 42.7                                               Base: All respondents (n=1,000)

NPS 
score

+43*
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13 Retirement Villages Association – Residents Survey – January 2021

Majority of residents are satisfied with quality of their legal 
advice and consumer protections they receive 

How satisfied are you with each of the following?

Base: All respondents (n=1,000)

58

41

24

29

11

15

3

5

2

4

2

6

0% 20% 40% 60% 80% 100%

The quality of the legal advice you received before moving into this
retirement village

The overall consumer protections for residents, this includes the
Retirement Villages Code of Practice, Code of Resident Rights and

Retirement Villages Act

1 - Very satisfied 2 3 4 5 - Not satisfied at all Unsure

83

70

12 Retirement Villages Association – Residents Survey – January 2021

Strong levels of satisfied with village management during 
COVID-19

How satisfied are you with?

Base: All respondents (n=1,000)

72 15 411 7

0% 20% 40% 60% 80% 100%

How the management and staff of the village managed your safety
during COVID-19

1 - Very satisfied 2 3 4 5 - Not satisfied at all Unsure

87
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15 Retirement Villages Association – Residents Survey – January 2021

When deciding to move into a retirement village, ‘security and safety’, 
‘peace of mind’ and ‘hassle-free lifestyle’ are the most important factors

Thinking about when you were deciding to move into a retirement village. How important were each of the following 
when making your decision?

Base: All respondents (n=1,000)

68

67

62

47

39

28

33

20

20

24

28

29

30

21

8

8

8

15

20

26

18

3

2

3

6

7

8

9

1

2

2

4

4

7

15 4

0% 20% 40% 60% 80% 100%

Security and safety

Peace of mind

Hassle-free lifestyle

Supporting your overall health

Companionship and community

Social activities

Equity release on the sale of my home

1 - Very important 2 3 4 5 - Not important at all Unsure

88

87

86

75

68

58

53

14 Retirement Villages Association – Residents Survey – January 2021

Retirement village 
performance 
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17 Retirement Villages Association – Residents Survey – January 2021

Views on fees, resale 
process and capital 
gain allocation 

16 Retirement Villages Association – Residents Survey – January 2021

High confidence that retirement villages deliver on most important factors  
that residents nominated for deciding to moving in 

Now that you are living in this retirement village, how confident are you that the village is currently providing (or will be
able to provide) each of the following: 

Base: All respondents (n=1,000)

63

55

53

53

46

39

28

27

32

30

29

29

27

21

7

10

12

14

16

19

19

2

3

3

3

5

7

10

1

1

2

5

9

3

14

0% 20% 40% 60% 80% 100%

Security and safety

Hassle-free lifestyle

Peace of mind

Companionship and community

Social activities

Supporting your overall health

Equity release on the sale of my home in the village

1 - Very confident 2 3 4 5 - Not confident at all Unsure

89

86

83

81

75

66

49
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19 Retirement Villages Association – Residents Survey – January 2021

‘Fee increases’ was citied as main reason for being uncomfortable 
with weekly fee arrangement

What are your main reasons for feeling uncomfortable with your weekly fee arrangement? 

Only 8% of the residents in this survey were uncomfortable with their weekly fee arrangement

92%

4%

2%

1%

1%

1%

0.3%

1%

NOT ASKED (those who are comfortable, neutral or unsure)

Fees are increased too often/ Should be fixed

Too expensive

Would like more transparency on what fees are used for

Should cease when occupant leaves

Unsatisfied with the quality of work done

Other

Unsure

Base: All respondents (n=1,000). Note: Multiple response question.

18 Retirement Villages Association – Residents Survey – January 2021

Majority are comfortable with the weekly fee arrangement, while less 
than half are comfortable with resale and allocation of capital gain

How comfortable are you with each of the following? 

Base: All respondents (n=1,000)

46

22

14

28

21

16

14

18

18

4

10

10

4

14

25

4

15

18

0% 20% 40% 60% 80% 100%

Your weekly fee arrangement

The resale process once you no longer need your unit

The allocation of capital gain on sale between a resident or their
estate and the retirement village

1 - Very comfortable 2 3 4 5 - Not comfortable at all Unsure

75

43

30
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21 Retirement Villages Association – Residents Survey – January 2021

‘No capital gain’/ ‘Losing too much’ were the main reasons cited for 
being uncomfortable with how the allocation of capital gain is carried out

What are your main reasons for feeling uncomfortable with how the allocation of capital gain is carried out once your 
unit has been sold? 

Only 35% of the residents in this survey were uncomfortable with the allocation of capital gain 

Base: All respondents (n=1,000). Note: Multiple response question.

65%

21%

11%

10%

2%

1%

1%

1%

3%

NOT ASKED (those who are comfortable, neutral or unsure)

No capital gain for our unit/home/ Losing too much

Think it is unfair for retirement village to keep capital gains

Arrangement is mainly beneficial for retirement villages

Need more transparency of process

The time it takes to sell and settle estate

They don't take alterations/improvements we paid for into account

Other

Unsure

20 Retirement Villages Association – Residents Survey – January 2021

‘Time taken to settle’ and ‘Loss of capital gain’ were the main 
reasons cited for being uncomfortable with the resale process

What are your main reasons for feeling uncomfortable with the resale process once you no longer need your unit? 

Only 24% of the residents in this survey were uncomfortable with the resale process

Base: All respondents (n=1,000). Note: Multiple response question.

76%

11%
10%

7%
6%

5%
5%

2%
2%

0.3%
1%

NOT ASKED (those who are comfortable, neutral or unsure)

Takes too long to sell/settle

Loss of capital gain

Still must pay weekly/monthly fees when unit is vacated

Delay in payment of estate

Greed of retirement villages

Refurbishing costs/ No say in refurbishing of unit

Resale value/ No control over sale

Need more transparency of process

Other

Unsure
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22 Retirement Villages Association – Residents Survey – January 2021

Appendix 

23 Retirement Villages Association – Residents Survey – January 2021

Importance versus confidence
Importance: Thinking about when you were deciding to move into a retirement village. How important were each of the 
following when making your decision?
Confidence: Now that you are living in this retirement village, how confident are you that the village is currently 
providing (or will be able to provide) each of the following: 

Base: All respondents (n=1,000)

88

87

86

75

68

58

53

89

83

86

66

81

75

49

Security and safety

Peace of mind

Hassle-free lifestyle

Supporting your overall health

Companionship and community

Social activities

Equity release on the sale of my
home

Total important (1+2) Total confident (1+2)
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