
 

Regulatory impact statement: Retirement Villages (Fees) Regulations 2006
Regulatory impact statement
Agency disclosure statement
This  Regulato ry Impact Statement has  been prepared by the Department o f Building and Ho us ing. It pro vides  an analys is  o f o ptio ns  to  amend theRetirement
Villages  (Fees ) Regulatio ns  2006 in two  areas :

regis tratio n fees
annual return fees

The preferred o ptio n fo r the regis tratio n fees  is  to  intro duce a  flat rate regis tratio n fee.

The preferred o ptio n fo r the annual return fees  is  to  reduce the fees  while reta ining the three tier fee s tructure.

Under this  o ptio n, a ll retirement village o perato rs ’ fees  will decreas e. Ho wever, the Regis trars ’ Office will under reco ver its  co s ts . The under reco very will be met
fro m the current s urplus  in the memo randum acco unt.

The analys is  has  been info rmed fro m dis cus s io ns  with key s takeho lders : res idents  as s o ciatio ns , G rey Po wer, Age Co ncern New Z ealand, and the Retirement
Villages  As s o ciatio n (repres enting o perato rs ). The s takeho lders  ra is ed few co ncerns  regarding the preferred o ptio n fo r the regis tratio n fees . So me res ident
repres entatives  as ked the Department to  co ns ider s etting the annual return fee o n a  per unit bas is , to  minimis e the co s ts  to  res idents .

This  s tatement do es  no t co ver the Land Trans fer Regulatio ns  2002 fee ris e, as  this  is  co vered by the Regulato ry Impact Statement prepared by Land Info rmatio n
New Z ealand, and was  agreed by Cabinet Do mes tic Po licy Co mmittee o n 13 April 2011.

Jade Badco ck,
Senio r Advis o r – Po licy

18 May 2011

Status quo
1. The legis lative vehicle to  a llo w the s etting and co llecting o f fees  is  s et o ut in s ectio n 101 (1)(h) and s ectio n 102 o f the Retirement Villages  Act 2003 (the Act).

2. The Retirement Villages  (Fees ) Regulatio ns  2006 s et o ut two  fees :

an o ne-o ff regis tratio n fee
an annual return fee.

3. The regis tratio n and annual return fees  are s et at a  tiered level. The po licy as s umptio n was  s maller retirement villages ’ do cumentatio n is  les s  co mplex and
therefo re eas ier to  pro ces s . The number o f res identia l units  within the retirement village determines  the fees  s et, as  s ho wn belo w.

Number of unit s Regist rat ion fee Annual Ret urn fee

No more t han 34 resident ial unit s $540 $460

At  least  35 and no more t han 84 resident ial unit s $1,738 $1,543

At  least  85 resident ial unit s $4,508 $3,936
 

4. The s etting o f fees  have two  purpo s es :

a . To  enable the Regis trar-G enera l o f Land to  place a  memo ria l o n the [land] title giving res idents  in regis tered retirement villages  firs t s ecurity o f interes t in the
res identia l unit

b. To  reco ver adminis tratio n and o ther related co s ts  incurred by the Regis trar o f Retirement Villages  (the Regis trar) to  develo p, regis ter and mainta in the regis ter
o f retirement villages .

5. Regis tratio n is  no w in its  fo urth year and annual return in its  third year. Over this  perio d o f time, the po licy as s umptio n regarding the co mplexity o f
do cumentatio n has  no t been pro ven. Indeed, the Regis trar has  fo und no  time difference (and therefo re no  co s t difference) between pro ces s ing either
regis tratio n o r annual returns  to  be dependent o n the retirement villages ’ s ize.

6. Fees  revenue is  co llected by the Regis trar and held in a  Cro wn memo randum acco unt. The Regis trar us es  the mo ney to  fulfil its  functio ns  and duties  under the
Act.

Problem def inition
7. As  o f February 2011, there is  a  s urplus  in the Cro wn’s  memo randum acco unt o f $112,097. This  s urplus  res ults  fro m:

a . reco vering the s tart up co s ts  as s o ciated with the Act within fo ur years  rather than the es timated five

b. efficiencies  ga ined by the Regis trar’s  o ffice fro m carrying o ut its  functio ns

c. the annual return fees  are higher than required.

Objectives
8. The review’s  o bjectives  are to  ens ure the retirement villages  fees :

a . a re no t greater than the Cro wn’s  co s ts

b. reduce the amo unt o f cro s s -s ubs idis atio n by different s ize retirement villages  o ver time to  increas e the trans parency in fees  s etting.

Regulatory Impact Analysis
Opt ions: Part  one: Regist rat ion Fees
9. Retirement Villages  need o nly regis ter o nce. The to ta l co s t [1] to  the Cro wn to  regis ter retirement villages  is  $30,120 (excluding G ST) a  year. As s uming an

average o f five new villages  regis tering a  year, the co s t to  the Cro wn per regis tratio n[2] is  $6,927 including G ST.

10. The fo llo wing o ptio ns  were co ns idered:

a . Optio n 1: do  no thing

b. Optio n 2: charge fees  bas ed o n full co s t reco very

c. Optio n 3: charge fees  o n partia l co s t reco very reta ining three fee tier



d. Optio n 4: intro duce a  flat rate (preferred)

11. Thes e o ptio ns  have been analys ed agains t the o bjectives  o f the review with the res ults  s ho wn in the fo llo wing table.

Object ive
met

Opt ion 1 Opt ion 2 Opt ion 3 Opt ion 4

Crown
income is t o
be as close
t o
expendit ure
as possible

The Crown’s income is
much lower t han t he
Crown’s expendit ure
(under recovery).

The Crown’s income
will be aligned wit h it s
full expendit ure.

The Crown under recovers it s cost s.
The Crown uses it s surplus t o meet
t he short fall.

The Crown under
recovers it s cost s. The
Crown uses it s surplus t o
meet  t he short fall.

Reduce
cross-
subsidy
where
possible

The cross subsidy will
vary dependent  on
where t he ret irement
village sit s on t he t hree
fee t ier st ruct ure.

Full cost  recovery will
not  require cross-
subsidy, but  neit her
will it  reduce t he
exist ing surplus.

The Crown will receive some of it s
cost s from t he fees (part ial cost
recovery) but  will have t o subsidise
t he short fall from it s surplus or
appropriat ion.

The Crown will under
recover it s cost s and will
require a subsidy from
eit her t he surplus or
appropriat ion.

Discussion of opt ions
12. Optio ns  o ne and three are dis co unted becaus e they are no t s us ta inable in the lo ng-term, given the current three tier fee s tructure under-reco vers  fees  fo r a ll
s izes  o f retirement village. Reta ining the current three tier fee s tructure, even us ing the s urplus  fro m the memo randum acco unt, co uld pro vide an incentive fo r
larger villages  to  regis ter a  maximum o f 34 res identia l units  at initia l regis tratio n to  pay the lo wes t amo unt. The Cro wn wo uld no t be able to  reco ver its  lo s s
fro m the annual return fee o r charge a  s eco nd regis tratio n fee.

13. Optio n two  wo uld reco ver the Cro wn’s  full co s t. This  o ptio n, ho wever, do es  no t reduce the s urplus  in the Cro wn’s  acco unt. The full co s t figure is  bas ed o n the
average number o f regis tratio ns , which in the Regis trar’s  experience is  lo w in co mparis o n to  o ther indus tries . This  is  no t the Regis trar’s  preferred o ptio n.

14. The preferred o ptio n is  o ptio n fo ur a  fla t rate regis tratio n fee o f $900 including G ST. We co ns ider there is  eno ugh s urplus  in the memo randum acco unt to
s ubs idis e a  further 18 retirement villages  regis tering. We predict the s urplus  will take us  thro ugh to  the next fees  review in 2013.

15. The ris ks  and mitigatio ns  to  the Cro wn o f ado pting o ptio n fo ur are

Risks Mit igat ion

A flat  rat e fee act s as a disincent ive
t o develop small ret irement  villages.

The fee t o regist er a new ret irement  village is low in comparison t o building levies and t he
consent s process. A f lat  rat e fee will enable developers t o build t o what  t hey can afford
or afford t o borrow and set  t he sales price accordingly.

Surplus runs out  earlier t han
expect ed due t o a fast er t han
ant icipat ed increase in new
regist rat ions

Monit or t he rat e of new regist rat ions every six mont hs t o reforecast  t he surplus in t he
memorandum account .

Vot e Commerce loses it  aut horit y t o
under-recover fees when t he surplus
runs out .

Monit oring t he rat e of regist rat ions every six mont hs.

 

16. There are 330 regis tered retirement villages . Each pays  an annual return fee, bas ed o n s ize. The to ta l co s t[3] to  the Cro wn to  adminis ter the annual return fee
is  $187,264 (excluding G ST) a  year.

17. At the current level o f regis tered retirement villages , the Cro wn will pro ces s  330 annual returns  each year. Therefo re, the co s t to  the Cro wn per annual return
is  $650 4 including G ST.

18. The fo llo wing o ptio ns  were co ns idered:

a . Optio n 1: do  no thing (s tatus  quo )

b. Optio n 2: Intro duce a  flat fee

c. Optio n 3: Amended three tiered fee s tructure (preferred)

d. Optio n 4: Set fees  bas ed o n number o f res identia l units  (flo ating rate)

1. Thes e o ptio ns  have been analys ed agains t the o bjectives  o f the review with the res ults  s ho wn in the fo llo wing table.

Object ive
met

Opt ion 1 Opt ion 2 Opt ion 3 Opt ion 4

Crown
income is t o
be as close
t o
expendit ure
as possible

The Crown’s
income is great er
t han it s
expendit ure (over
recovery).

The Crown’s income will be aligned
wit h it s full expendit ure, fees for
small ret irement  villages would
rise, and t he Crown’s surplus
would remain at  it s current  level.

The Crown’s income will be aligned
wit h it s full expendit ure, whilst
reducing t he fees level for all sizes
of ret irement  villages.

The Crown’s income
will be aligned wit h it s
full expendit ure.

But  t he
administ rat ive cost  t o
t he Crown may
require furt her work
and pot ent ial
amendment s t o t he
Act .

Reduce
cross-

The cross subsidy
is great er t han

Full cost  recovery will not  require
cross-subsidy, but  small

The cross-subsidy paid by larger
ret irement  villages t o support

There would be no
cross-subsidy by



subsidy
where
possible

required and t he
Crown’s surplus
would cont inue t o
grow.

ret irement  villages would lose t he
cross-subsidy paid by larger
ret irement  villages.

small ret irement  villages would
reduce wit hout  affect ing t he
Crown’s income against
expendit ure.

indust ry or t he Crown.

 

Discussion of opt ions
20. Optio n o ne is  no t preferred becaus e the Cro wn wo uld co ntinue to  receive mo re inco me than its  expenditure warrants . $495,051 in inco me as  agains t
expenditure o f $187, 264 excluding G ST.

Size of village Number Fee ($) Income ($)

No more t han 34 resident ial unit s 178 460 81,880

At  least  35 and no more t han 84 resident ial unit s 79 1,543.55 121,940

At  least  85 resident ial unit s 74 3,935.55 291,231

Tot al income   495,051
 

21. Optio n two  do es  no t fully meet the G o vernment’s  co mmitment to  reduce bus ines s  co mpliance co s ts . Under this  o ptio n fees  wo uld reduce fo r a ll retirement
villages  with at leas t 35 res identia l units . Retirement villages  with no  mo re than 34 res identia l units  wo uld face an increas e in co s ts . Fifty-fo ur per cent o f
regis tered retirement villages  have no  mo re than 34 res identia l units .

22. Optio n fo ur is  no t an o ptio n in the s ho rt-term as  the Regis trar wo uld have to  res tructure its  co llectio n mo del. The o ptio n wo uld be unique in co mparis o n to
o ther fees  co llected by the Co mpanies  Office and o thers , s uch as  the Inland Revenue Department and ca lculatio n o f tax.

23. The Department co ns idered whether it is  po s s ible to  as s ign a  res identia l unit co s t to  the annual return fee. Under this  o ptio n, theo retica lly, a ll res idents
wo uld pay a  s imilar rate irres pective o f the retirement village s ize.

24. Optio n three is  the preferred o ptio n. This  is  becaus e a ll retirement villages  wo uld benefit fro m a  fee reductio n and the Cro wn’s  inco me wo uld be a ligned with
the Cro wn’s  expenditure.

25. Further the s tructure o f the three tier fee has  larger retirement villages ’ cro s s -s ubs iding s maller villages  (tho s e with no  mo re than 34 res identia l units ) with no
demands  o n the Cro wn to  make up a  deficit. The current fee s tructure and inco me earned is  s ho wn belo w.

26. The Regis trar is  pro po s ing a  trans itio nal three tier fee s tructure bas ed o n its  co s ts  o f pro ces s ing 330 annual returns  befo re mo ving to  a  s ingle annual return
fee (o ptio n two ) a fter the next review in 2013.

27. The pro po s ed fee s tructure fo r o ptio n three is :

Size of village Number Percent age reduct ion (%) Fee ($) Income ($)

No more t han 34 resident ial unit s 178 15 400 71,200

At  least  35 and no more t han 84 resident ial unit s 79 58 650 51,350

At  least  85 resident ial unit s 74 66 1,300 96,200

Tot al income    215,750
 

28. The ris ks  and mitigatio n to  the Cro wn under o ptio n three are:

Risks Mit igat ion

The Ret irement  Villages Associat ion, resident s or ot her
int erest ed part ies challenge t he validit y of t he cross-subsidy
proposed by t he amended t hree fee t ier st ruct ure under t he
Ret irement  Villages Act  2003.

The Depart ment  has consult ed ext ensively wit h t he
st akeholders most  affect ed by t he proposed changes. As t he
proposed changes will reduce compliance cost s, we feel t he risk
of challenge is low.

The number of regist ered ret irement  villages rises fast er t han
ant icipat ed leading t o increased Regist rar’s cost s and under-
recovery of fees

The Regist rar’s cost s will only rise if  addit ional st aff  are required
t o process ret irement  village annual ret urns. At  t his t ime, we
believe t he Regist rar will be able t o move st aff  int o t his area
from ot her part s of  t he Companies Office t o cover a short -
t erm increase in annual ret urns.

The operat ors’ avoid expanding exist ing villages as t his will
mean t hey move int o t he next  fee level.

This is unlikely t o occur as if  a ret irement  village expands, t he
number of resident s will expand, creat ing t he pot ent ial t o
reduce cost s against  each resident ial unit .

 

Consultation
29. The Department co ns ulted with the Retirement Villages  As s o ciatio n and the New Z ealand Law So ciety abo ut the pro po s ed amendments .

30. Feedback fro m the res idents ’ as s o ciatio ns , G rey Po wer and Age Co ncern New Z ealand has  been favo urable. The res ident as s o ciatio ns ’ repres entatives
welco me the reductio n o f the annual return fees  regime. The Bay o f Plenty res idents  wo uld prefer to  s ee a  greater reductio n in fees . They will s eek to  ens ure
thes e co s t s avings  are pas s ed o nto  res idents  o nce the reduced fees  co me into  effect. Age Co ncern New Z ealand no tes  that res idents  in s mall villages  will be
dis pro po rtio nately a ffected by the change. It do es  ackno wledge that s etting a  fee bas ed o n the number o f res idents  is  no t feas ible at this  s tage.

31. Res idents  a ls o  no ted that it was  impo rtant this  review is  co ncluded befo re the end o f the firs t quarter o f the new financia l year, as  many retirement village
o perato rs  will be planning the fo llo wing year’s  budget.

32. The As s o ciatio n co mpared the o ther co s ts  o f building a  new retirement village to  the pro po s ed regis tratio n fee and no te it is  no t unreas o nable, even tho ugh
s mall retirement villages  will have a  fee increas e. The As s o ciatio n s uppo rts  a  reductio n o f annual return fees  fo r a ll s izes  o f retirement villages .

33. The Department invited co mment fro m Land Info rmatio n New Z ealand, Minis try o f Jus tice, Minis try o f Health, Treas ury, Minis try o f So cia l Develo pment
including the Office fo r Senio r Citizens , Minis try o f Eco no mic Develo pment, Office o f the Audito r-G enera l, Officia ls  Eco no mic G ro wth and Infras tructure
Co mmittee and the Retirement Co mmis s io n. The Department o f Prime Minis ter and Cabinet was  info rmed.

34. The co mments  fro m o ther G o vernment departments  bro adly s uppo rt the po licy intent to  reduce co mpliance co s ts . Ho wever there are co ncerns  that mo ving



to  a  fla t rate fee will reduce the numbers  o f new s mall retirement villages  co ming into  the market. G iven the o ther co s ts  as s o ciated with develo ping a  new
retirement village, we dis agree that a  $900 regis tratio n fee will limit new entrants  o f any s ize.

35. Co ncerns  were a ls o  expres s ed abo ut us ing the s urplus  fro m the memo randum acco unt to  o ff s et under reco very o f co s ts .

36. This  has  been addres s ed in the bo dy o f the paper. The next fees  review is  s cheduled fo r 2013. We anticipate if three new retirement villages  regis ter in 2011
and 2012, the memo randum acco unt will s till be in s urplus  when the next review s tarts . Fo r every new retirement village regis tering, the memo randum acco unt
will reduce by $6,000.

 

Conclusions and recommendations
37. Reta ining the fee levels  as  s et fo r regis tratio n and annual returns  is  no t an o ptio n becaus e the:

a . co s t to  the Cro wn fo r regis tering a  retirement village is  the s ame irres pective o f the s ize o f the retirement village

b. current regis tratio n fees  under reco ver co s ts

c. annual return fees  are o ver-reco vering co s ts .

38. The Department’s  reco mmendatio n fo r regis tratio n fees  is  to  mo ve to  a  flat rate fee o f $900 including G ST fo r new retirement villages .

39. The under-reco very fro m the flat-rate fee will be s ubs idis ed fro m the Cro wn’s  memo randum acco unt.

40. The Department’s  reco mmendatio n fo r annual fees  is  to  reta in the three tier fee s tructure and reduce annual fees  fo r a ll tiers . The under-reco very o f co s ts
fro m the revenue fro m s mall retirement villages  will be met fro m the o ver-reco very o f co s ts  fro m the larges t retirement villages .

 

Implementation
41. The Regis trar o f Retirement Villages  has  the s taffing and technica l capacity to  make changes  to  its  co llectio n, acco unting and o ther technica l s ervices .

42. The new regis tratio n and annual return rates  will be advis ed o n the Regis trar’s  webs ite and Department webs ite. The Department will a ls o  write to  a ll
retirement village o perato rs  info rming them o f the changes .

43. We will s eek the Minis ter fo r Building and Co ns tructio n’s  agreement to  is s ue a  media  s tatement, and publicis e the changes  in the Department’s  e-news letter
The Villager that has  a  circulatio n lis t o f o ver 200 recipients .

 

Monitoring, evaluation and review
44. The Regis trar o f Retirement Villages  has  co mmitted to  ano ther fees  review in two  year’s  time (2013).

45. The Department will review its  memo randum o f unders tanding with the Regis trar to  develo p jo int mo nito ring co mmitments  regarding the fees  level fo cus ing
o n revenue and expenditure.

46. The Department will co ntinue to  engage with the retirement villages  s ecto r (indus try, res idents  and o ther key s takeho lders ) thro ugh the Retirement Villages
Secto r G ro up meetings .

47. The fees  will be reviewed when the res po ns ible Minis ter directs  the Department to  review the Retirement Villages  Act 2003. There is  no  time frame fo r a
review at this  time.

 

No tes

[1] Figure fro m Delo itte co s ting mo del o n behalf o f the Co mpanies  Office in the Minis try o f Eco no mic Develo pment. The mo del a llo cates  co s ts  o n the bas is  o f
time wo rked by s taff as  well as  a llo cating acco mmo datio n and o ther indirect co s ts  needed fo r the s taff to  do  their jo bs .

[2] This  figure is  reached by dividing the to ta l Cro wn co s t by the number o f villages  regis tering.

[3] Figure fro m Delo itte co s ting mo del o n behalf o f the Co mpanies  Office in the Minis try o f Eco no mic Develo pment. The mo del a llo cates  co s ts  o n the bas is  o f
time wo rked by s taff as  well as  a llo cating acco mmo datio n and o ther indirect co s ts  needed fo r the s taff to  do  their jo bs .

[4] This  figure is  reached by dividing the to ta l Cro wn co s t by the number o f villages  s ubmitting annual returns .

Add, edit o r remo ve a  po rtlet belo w the co ntent

http://edit.mbie.govt.nz/mbie/info-services/housing-property/retirement-villages/regulatory-impact-statement-retirement-villages-fees-regulations-2006/@@manage-portletsbelowcontent

