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AGENDA 
 

Date:  12th September 2013 at 8pm in the Mt Hutt Memorial Hall, Methven. 
 
 
Welcome:  
 
Apologies: 
 
History of Methven House:  
 
Introduction of the Current Situation: 

 
Novak + Middleton Report: Architectural Feasibility 

 
Wing Valuation:    
  
Ashburton District Council Summary:  
  
Grant Thornton Report: Market Assessment & Financial Feasibility 
 
Funding: 
 
Where to From Here: 
  
Questions: 
 
Official Meeting Closed 
 
Coffee & One on One Chat  
 
  



History of Methven House:  
 
In 1968, when Methven Cottage Hospital was closed by the Ashburton Hospital Board, a group of 
enthusiastic locals saw an opportunity to establish a Rest Home for the elderly on the disused site. 
A very well attended public meeting saw the election of a committee and Methven Aged Person’s 
Welfare Association Inc. (MAPWAI) was formed. After many meetings with the Ashburton Hospital 
Board and the Ministry of Health and a vigorous fund-raising project the committee was able to 
proceed. The purchase of the building and site on the corner of Morgan and Alington Sts was 
possible due to a generous donation from Jean Wightman who farmed at Highbank. The 
Constitution of the Association was prepared and adopted in 1974, and the site became the 
property of the residents of Methven and surrounding districts as the constitution confirms. Other 
fundraising from throughout the district raised the funds for the conversion to a rest home. The 
official opening of Methven House took place on 3 April 1977. 
 
Since then there has been widespread support from many community organisations, in the form 
of funds, produce and working bees to maintain the home at a high standard. A great many 
Methven people have spent countless hours voluntarily administering the home. The overall 
responsibility for the complex is in the hands of the Committee of Management made up of 12 
persons. Three members represent the churches of Methven, the remainder are elected from the 
community on a three year term. The positions of Secretary and Treasurer are by appointment. 
 
In 1986, two flats for elderly residents were built on land adjacent to the main house. These flats 
were designed for residents to be able live independently but with the reassurance of having 
caring staff and friends close by and able to be called in an emergency. These flats were a success 
and two more were built in 1993. 
 
In 1999, the then Nurse Manger Janette Shearer introduced a serviced flat option. This allowed 
residents of the flats to obtain meals, housekeeping, personal care and medication support from 
the staff of the rest home facility at additional costs. 
 
Since its inception many operational conditions have changed in the rest home industry. These 
challenges have resulted in many other comparable, small community and privately owned 
facilities closing down due to the increasing costs associated with these changes. Many of these 
challenges have resulted from the changes in government policies including the introduction of 
certification requirements and the change of emphasis to caring for the elderly in their own home 
as long as possible. This policy has also resulted in residents being much frailer when they enter 
care and this in turn requires more educated and experienced staff and more specialised 
equipment. 
 
Currently Methven House provides rest home level care to up to 12 residents. The flats are fully 
occupied. The facility is managed by Elisabeth Heybrook with a staff of 14 enthusiastic and caring 
locals. 
 
  



 
Introduction of the Current Situation: 
 
In recent years the Management Committee has been focused on the long term future of the 
services which the association provides. There have been number issues which have driven this 
work: 

1) the age of the building and increasing costs of maintenance and operations particularly 
heating. 

2) the demand for a different type of accommodation from potential residents (en-suite 
bathrooms and increasing preferences for single rather than shared rooms) 

3) the increasing age and frailty of residents meaning that new and often larger 
equipment is required to assist with care e.g. hospital style beds and hoists. The current 
building is not designed to accommodate this equipment. 

4) level of care able to be provided in the current facility is not meeting the needs of the 
Methven community – currently Methven House is not able to provide hospital, 
palliative or dementia care. 

5) Lochhead Trust offered a significant land donation as a site for a “new” Methven 
House. 

6) finally the Canterbury Earthquakes have highlighted the need to consider the structural 
integrity of the current building in any future planning. 

As part of the investigations into the options for the future the committee has commissioned the 
following professional reports:  

 architectural feasibility study,  

 valuation of the current site  

 business feasibility study (two stage investigation)  
 

The costs of these reports has been largely subsidised by donations from the Lochhead Trust and 
the Methven Lions Club. The committee would like to thank these organisations for their 
assistance. 

 
  



Novak + Middleton Report: 

 
 



 



 

 



 
 
 



 



Wing Valuation – March 2012 – In Summary:    
 
I believe there are two options for the sale of the property to get the best return for the 
Association.  The first is selling the property in its entirety as it stands and the second is to 
undertake a development and subdivide the property into sections. 
 
There is no market evidence to suggest what the property is worth as a “going concern” but that 
the minimal value is the calculated value based on a hypothetical subdivision. 
 
If the Association was to undertake the subdivision and develop the sections and sell the sections 
themselves then the profit and risk margin would be the Associations gain.  For the Association to 
undertake the sale of developed sections there is a degree of expertise required plus the cost and 
time but if the developers profit and risk margin was retained by the Association, then the 
$270,000 margin allowed for could be added to the Block Value as Assessed above. 
 
Profit and Risk Margin $270,000 
Block Value   $415,000 
Return to Association  $685,000 
 
 
 
 
 
 
 
 
  



Ashburton District Population - Facts & Figures - Updated September 2011:  

 

 



 

 
 

 



 



 
Grant Thornton Report: 
 
Stage One Report: 
 
MAPWAI proposes to demolish its existing 12 bed ARC facility and construct a 20 bed facility at a new 
site (a net increase of 8 beds). Adopting the assumption that demand is driven by regional population 
and penetration growth factors alone (per our discussion above), we have projected new demand for 
ARC (demand above the existing 12 beds) for the next 10 years based on the penetration rate 
assumptions (conservative, mid and optimistic) on the previous page.  
 

 Under the conservative scenario, we estimate that the demand for ARC beds will increase by an 
additional 7 units to a total of 19 units over the next 10 years.  

 

 Under the optimistic scenario, demand for ARC beds is estimated to be higher than the 
conservative scenario by a further 4 units (i.e. an additional 11 units to a total of 23 units over 
the next 10 years).  

 
Our estimates of cumulative additional demand are summarised in the table below. 
 
 
Projected cumulative shortage/(oversupply) for ARC beds  

 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 

Conservative  - 1 2 2 3 3 4 5 5 6 7 

Mid  - 1 2 3 3 4 5 6 7 8 9 

Optimistic  - 1 2 3 4 5 6 7 8 10 11 

 
 
These estimates indicate demand will not exceed supply (of 20 beds) until 2022 - 2023 under the 
optimistic and mid demand scenarios and not until after the end of the 10 year forecast period under 
our conservative demand scenario.  
 
As outlined above, further work is required to more accurately assess likely demand in the Methven 
district in the short term and also the timeframe over which the new facility would be expected to 
achieve standard occupancy. This would include discussions with the community and qualitative and 
quantitative surveys of potential residents of the facility within the district. 
 
Retirement Village:  
 
There are currently no RV facilities operating in Methven under the auspices of the Retirement Village 
Act 2003 which utilities an Occupational Rights Agreement licence arrangement. MAPWAI has 4 fully 
occupied rental flats occupied by residents aged over 65, the district council and other providers have 
an additional 6 old person flats, and there is a development with approximately 5 houses for residents 
aged over 60 near the proposed new site. 
 
Given none of the above facilities operate as licenced RV facilities, technically there is currently a nil 
penetration rate for RV in the Methven district.  This compares to the national average penetration rate 
for RV facilities of approximately 5% (source: Jones Lang Lasalle).  Assuming that penetration in the 
district will trend towards the national average over time, demand in the Methven area of up to 13 RV 



units could be expected in the medium term (based on a current estimated population of 271 people 
aged over 65 in the district). 
 
We have projected new demand for RV in the Methven district under the demand and supply scenarios 
described above.  A summary of the projected demand under each scenario is presented in the table 
below. 
 
Projected cumulative shortage/(oversupply) for RV units 

 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 

Conservative - 2 2 3 3 3 4 4 4 5 5 

Mid - 2 3 3 4 4 5 5 6 7 8 

Optimistic - 2 3 4 4 5 6 7 9 11 13 

 
Results of scenario analysis 
 

($ per annum) Scenario 1 
14 bed rest home/ 

6 bed dementia 

Scenario 2 
14 bed hospital/ 
6 bed dementia 

Scenario 3 
7 rest home/ 

7 beds hospital/ 
6 beds dementia 

No greenfield savings    
EBITDAR per bed (308) 859 275 
EBITDAR (facility) (6,164) 17,177 5,507 
    
5% greenfield savings    
EBITDAR per bed 1,655 3,620 2,637 
EBITDAR (facility) 33,091 72,407 52,749 
    

EBITDAR = Earnings Before Interest Tax Depreciation Amortisation Restructuring or Rent 

 
Overall, projected profitability is marginal under all three scenarios.  Achievement of the projected cost 
savings for a Greenfield facility would appear to have a significant bearing on the profitability at the 
level of EBITDAR.  The most profitable service mix of the three scenarios id the 14 bed hospital/6 bed 
dementia (scenario 2).  The ability to swing beds means that in the short term, while demand for 
hospital level care grows, the more likely service utilisation for MAPWAI will be a mix of rest home and 
hospital residents resembling scenario 3 above. 
 
Summary 
 
Subject to the assumptions described in our report, our initial findings indicate that there is potential 
demand for both ARC services and RV units in the Methven district in the medium term.  We have 
identified some interrelated qualitative factors that may affect future demand and supply however 
detailed consideration of these factors will be required to further investigate their impact on the 
demand/supply relationship. 
 
The financial projections for the proposed facility indicate that profitability is marginal under all three 
different service mixes, with the 14 bed hospital/6 bed dementia facility being the most profitable at the 
EBITDAR level.  However, achievement of profitability may be dependent on the facility’s ability to 
realise the operational cost savings observed in Greenfield facilities.  There may also be other sources of 



revenue from provision of services to RV units or other community facilities that will enhance the 
profitability of the facility. 
 
Stage Two Report: 
 
Market Assessment 
 
Our more detailed stage two work has confirmed our demand profiles for the Ashburton region from 
stage one as set out below. 
 

Projected cumulative shortage/(oversupply) for ARC beds - greater Ashburton  

 2013  2014  2015  2016  2017  2018  2019  2020  2021  2022  2023  

Conservative  (41)  (36)  (109)  (102)  (94)  (87)  (79)  (71)  (63)  (55)  (47)  

Mid  (42)  (31)  (101)  (91)  (80)  (69)  (58)  (46)  (34)  (21)  (8)  

Optimistic  (42)  (26)  (93)  (79)  (65)  (50)  (35)  (18)  (1)  16  35  

 

Projected cumulative shortage/(oversupply) for RV units - greater Ashburton  

 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 

Conservative (26) (44) (61) (79) (85) (90) (95) (100) (104) (108) (111) 

Mid (28) (42) (55) (69) (71) (71) (70) (68) (64) (59) (51) 

Optimistic (28) (37) (46) (56) (52) (45) (36) (22) (5) 18 46 

 
We note that the existing Methven facility is currently full. Given the very high levels of occupancy 
overall in the region we believe that demand will tend towards the optimistic scenario in the tables 
above. We also understand that you have recently conducted some community meetings where there 
was strong support for a new facility and unanimous support amongst elderly residents for staying in the 
Methven region for both aged care and RV services if facilities were available. 
 
 
 
 
 
 
 
 
 
 
 
 
 



High Level Financial Model 
 
Scenario 1 

 
Scenario 2 

 
Scenario 3 
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The bas case shows a marginal cumulative cash profit/(loss) from aged care operations under the three 
scenarios, with positive cash flow from the RV business.  It should be noted that these figures represent 
a cumulative cash flow from the facility over the forecast period, not an annual cash flow. 
 
Under the forecast assumptions, the facility does not provide a positive IRR (Internal Rate of Return) on 
capital employed and is not able to provide sufficient cash flow for ultimate refurbishment of the 
facility, plant and equipment.  The Net Present Value of the overall development is significantly negative 
and in the event that a positive commercial return on and of investment is being sought our 
recommendation is that this development should not proceed. 
 
These results mean that the community cannot expect a return from the capital invested to build the 
facility.  It will also need to access capital for the development from sources not requiring a commercial 
return on funds employed.  We also note that the base case assumes no cost for the land and associated 
site development.  The facility does not have the capacity to service any debt finance. 
 
This all sounds pretty grim but in reality this has been the operating situation for the current Methven 
House for many years. Ultimately the bottom line is that under this scenario, after an initial fundraising 
effort the facility would be able to operate for many years with minimal additional input. However in 40-
50 years when it is time for a major refurbishment or rebuild there would need to be another major 
fundraising effect to raise the capital. 
 
However there is a more optimistic scenario which can be considered. As part of this report a calculation 
tool was provided which allows change the numbers to see what the results would be. Using this tool 
changing the number of RV units from 1 per year to a total of 5 to 2 per year to a total of 10 (assuming 
the units remain occupied) this completely changed the overall return on investment as show on this 
graph.  
 
As the total financing line returns to zero this indicates that indicates that surpluses will be created 
giving a return on investment and allow reserve funds to be built up for the future redevelopment. 
 
 
 
 
 
  



Scenario 1 
 

  
Scenario 2 

 
Scenario 3 
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Funding: 
 
On current information depending on what is finally chosen and when building starts, the fundraising 
effort would need to be in the range of $6-8 million. 
 
That sounds like a huge amount of money for a small community however, the renewly earthquake 
strengthening Methven Heritage Centre (home of Mt Hutt Memorial Hall) is an example of the ability of 
this community to raise large sums of money. This redevelopment cost approx. $6 million dollars which 
was raised from a mixture of grants and private donations from less than 200 organisations and families. 
So a fundraising effect of this size is not unachievable. 
 
The association currently has approx. $100,000 in our reserve funds, with a possible $650,000 from 
selling the Morgan St site, so potentially 10% has been raised already. 
 
To give an idea of how large sums can be raised we have prepared a scale of giving which provides an 
illustration of how a range of annual gifts over a five year period can built to substantial sums of money. 
 

Size of Annual Gift   Size of Gift over 5yrs   No. of Gifts required   Totals  

 $   200,000   $   1,000,000  1   $   1,000,000  

 $   100,000   $       500,000  1   $       500,000  

 $      50,000   $       250,000  2   $       500,000  

 $      20,000   $       100,000  6   $       600,000  

 $      15,000   $         75,000  8   $       600,000  

 $      10,000   $         50,000  10   $       500,000  

 $        5,000   $         25,000  20   $       500,000  

 $        2,500   $         12,500  25   $       312,500  

 $        2,000   $         10,000  34   $       340,000  

 $        1,500   $            7,500  50   $       375,000  

 $        1,000   $            5,000  50   $       250,000  

 $            750   $            3,750  55   $       206,250  

 $            500   $            2,500  65   $       162,500  

 $            250   $            1,250  75   $         93,750  

 $            120   $               600  100   $         60,000  

    501  $   6,000,000  

     
 
 
 
 
 
 
 



Summary:  
 

 Methven House cannot continue to operate in the existing building in the medium term without 

major renovations 

 Methven township will experience growth in demand for both ARC and RV aged care options 

over the next 10 years 

 The option to move the complex to the land offered by the Lochhead Trust is considered the best 

option for a variety of reasons including cost, size, and room for development. 

 A conservative analysis of the viability of a suitably sized complex indicate that it would be 

marginally viable for a community/charitable organisation. A profit organisation would not invest 

in a facility of this size 

 This conservative analysis would also indicate that the complex would not generate surpluses for 

future development in the long term . 

 A more optimist analysis increasing the number of RV units would increase the long term viability 

of the complex and would generate surplus for use in future development. 

 The complex would not be able to support a loan so all funds would need to be raised for the 

initial capital works. 

 Fundraising required would be between $6 to $8 million. 

 Association would be able to contribute approx. $750,000 to the fund. 

 
 
Where to from here: 
 
For those people who are interest in reading the in depth report these will be available for members 
from the Office. As these are weighty documents it would be preferable if you could read them on site. 
Some of these documents are for limited distribution so are only available to members of the 
association. You can become a member of the association for $10 annual subscription. 
 
The association will be distributing a survey to ask the community for feedback on this information. The 
survey will be either an online survey or paper format. We plan to distribute within 2 weeks. It is 
important that as many people as possible complete and return these surveys for future planning and 
fundraising if the project is to go ahead. 
 
Once results are receive these will be collated and distributed to the members of the association. The 
association will hold a Special General Meeting shortly after at which time the members will be asked to 
vote on the future actions for the committee. Only members will be able to vote at this meeting. 
 
We hope to have a report back to the community by early December. 
 


