18 May 2026

Teéna koe

Official Information Act request

Thank you for your email of 30 March 2026, requesting information about
information about the changes to flexible funding.

I have considered your request under the Official Information Act 1982 (the Act).
Please find my decision on each part of your request set out separately below.

Under the Official Information Act 1982, I request the following information
regarding the recent flexible funding changes:

1. The Minister’s Press Release regarding the changes says that the
government will “no longer need to look at what people spent in previous
years to set new budgets”. In relation to this, I request the following:

a. How much more will it cost to fund flexible funding budgets without
taking into account what was spent in previous years

To address this question, please find attached Appendix: REP/26/2/138 -
Stabilising DSS- recommended approach for flexible funding from April 2026.

Some information is withheld under section 9(2)(f)(iv) of the Act to maintain the
constitutional conventions for the time being which protect the confidentiality of
advice tendered by Ministers of the Crown and officials. The release of this
information is likely to prejudice the ability of government to consider advice, and
the wider public interest of effective government would not be served.

b. Where has the money come from to cover this? Is it new
operational funding, or has funding been moved - and if so, from
where?

The money for the changes is new funding totalling $2.1 billion provided by the
Government in Budgets 2024 and 2025.
2. Is Choice in Community Living excluded from flexible funding? Has this
always been the case?

Choice in Community Living (CiCL) is a form of flexible support. It was excluded
from the changes that came into effect 1 April 2026. CiCL is different to other
forms of flexible funding as it provides residential-like support. The Ministry’s
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Disability Support Services (DSS) advise they need to take some time to consider
how to treat CiCL.

The Minister for Disability Issue’s media release of 1 April 2026 provided details of
the new purchasing rules that were lifted for disability support here:
www.beehive.govt.nz/release/purchasing-rules-lifted-disability-support.

You can find further information about CiCL on the DSS website here:
www.disabilitysupport.govt.nz/disabled-people/improvements-to-disability-
support-services/flexible-funding.

I will be publishing this decision letter, with your personal details deleted, on the
Ministry’s website in due course.

If you wish to discuss this response with us, please feel free to contact
OIA Requests@msd.govt.nz.

If you are not satisfied with my decision on your request, you have the right to
seek an investigation and review by the Ombudsman. Information about how to
make a complaint is available at www.ombudsman.parliament.nz or 0800 802 602.

Nga mihi nui

PP.

Anna Graham
General Manager
Ministerial and Executive Services
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To: Hon Louise Upston, Minister for Disability Issues
File Reference: REP/26/2/138

Security Level: In Confidence

Stabilising DSS - recommended approach
for flexible funding from April 2026

Purpose

1

This report seeks agreement to actions to implement flexible funding budgets from April
2026.

Executive summary

2.

In September 2025, the Government announced that there would be changes to flexible
funding from April 2026, including removal of the Purchasing Guidelines and the setting of
budgets for people, based on their past two years of expenditure.

Growth in allocations and expenditure has stabilised in the past two years. Previously an
area of high growth (up to 30% annually identified by the Independent Review of Disability
Support Services), DSS expects expenditure growth in the current year to be around 1% at
around $501 million. This is largely due to the measures and controls DSS has
implemented in the past two years, such as NASC budgets and monitoring and
performance frameworks, being effective, as well as some ongoing impact of the
Purchasing Guidelines.

Not everyone who has flexible funding uses all the allocated support. For example, the
average utilisation rate for Individualised Funding (IF) Personal Care is around 89%, while
the average for IF Respite is around 75%. There are many reasons why people do not use
their whole allocations, including unavoidable personal circumstances or not being able to
use the allocation as they wish.

As DSS implements planned changes (e.g., removing the Purchasing Guidelines,
implementing My DSS Funding Plans, and improving host supports) we expect disabled
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commendations

recommended that you:

note the Independent Review of Disability Support Services
highlighted flexible funding as one of the fastest growing areas
of DSS expenditure

note that over the past two years, flexible funding allocations
and expenditure have stabilised, following actions to stabilise
Disability Support Services, including the funding, monitoring,
and oversight of NASCs and EGL sites

note that in September 2025, the Government announced
changes to flexible funding from April 2026, including removal
of the Purchasing Guidelines and the setting of budgets for
people, based on their past two years of expenditure

note that the removal of the Purchasing Guidelines will make it
easier for people to use their flexible funding allocations, and
the introduction of My DSS Funding Plans and improved hosting
will support disabled people to better use those allocations

note that estimated difference between current allocation levels
and expenditure is about $40 to $60 million, which is
manageable within the agreed DSS budgets for FY25/26 and
FY26/27

agree to set flexible funding budgets at the current allocation
levels, enabling disabled people and carers to continue without
disruption to their support arrangements.

~
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@I disagree
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Hon Louise I‘Jpston

Minister of Disability Issues

%&@b.

Alastair Hill

Ge

neral Manager, DSS Transformation

Disability Support Services

REP/26/2/138

Date

Date: 26 February 2026






levels through annual reviews and reassessments, while undertaking some prioritisation to
remain within their budgets.

16. Through these system changes, we have retained access to the type of supports that
disabled people have shown a strong preference for, while making provision of those
supports affordable within our appropriated funding levels.

Charts: Allocations of core flexible funding from FY21/22 to FY25/26

17. The charts below illustrate the overall trend in flexible funding: a growth pattern that
begins to flatten out in FY24/25 and has remained largely stable into FY25/26. The charts
below shown allocation levels. Claims against those allocations have followed the same

trend.
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Utilisation charts3

Figure 4: IF Household Management and 95%
Personal Care Utilisation Rate
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Managing the liability: Expenditure vs Allocations

24. The difference between expenditure and allocations represents a fiscal risk only if
increased utilisation would contribute to DSS exceeding its appropriation. Given current
DSS controls, such as NASC budgets and our oversight through performance and
monitoring frameworks, any increase in utilisation is not expected to result in expenditure
that would breach current appropriations and therefore does not pose a current fiscal risk.

25. We estimate the difference between flexible funding allocations and expenditure is $40 to
$60 million. This gap has reduced significantly and is now measured against a stable base
(around 1% annual growth compared to up to 30% assessed by the Independent Review).

| 1 i " s9(2)
» | (Av)
Table 1: Estimated difference between allocations and expenditure of core flexible funding?
Financial Year Allocations Expenditure Difference (§)  Difference (%)
2021/22 $323m §275m $47m 15%
2022/23 $388m $339m $49m 13%
2023/24 $491m $441m $51m 10%
2024/25 $550m $489m $61m 1%
2025/26* est. $547m $501m $46m 8%

3 Shows average utilisation rate of “completed” allocations, (end dates before November 2025).
4 Average of total allocations for flexible funding from monthly allocation snapshots.
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Fiscal impact of the change programme

26. As DSS implements the change programme, we expect that disabled people and carers
will be better able to utilise their allocations:

26.1.

26.2.

26.3;

Removing the purchasing guidelines from April 2026 will make it easier to spend and
help to mitigate where people cannot currently use their allocation in the manner
they wish. This is particularly the case for IF Respite and Carer Support where we
understand from community feedback that restrictions on respite options and travel
have had a significant impact on people’s ability to access support,

Implementing My DSS Funding Plans and improving host support should partially
mitigate people not knowing how to use the allocation or what they could use it on,
and

Improving reporting to NASCs and EGL sites should enable them to have informed
discussions with disabled people and carers where they have unused allocations, to
plan to use the funding, or to provide more appropriate supports in its place.

27. We expect some increase in utilisation from these changes, meaning that part of the $40
to $60 million identified earlier will be realised as additional expenditure.

28.

29.

The chance of the full difference being recognised is low. Things like unforeseen events or
people sensibly retaining funding for risks or unmet liabilities are a function of operating a
budget and they are unlikely to materially change.

Additionally, DSS has implemented various tools and processes that provide levers to
manage the cost and level of disability supports:

29.1.

29.2.

29.3.

29.4.

NASC and EGL site budgets provide a fiscal envelope that they are expected to
operate within. Budgets are set each year, with consideration of both price and
expected volume growth,

Improved reporting to NASCs and EGL sites supports them to make prioritisation
decisions and to assess their financial performance against their budgets,

As part of the new assessment approach, assessors will be provided an indicative
funding range for each person, which will help to make allocations fair and
consistent across the country, reducing unnecessary variability. Additionally, high
value packages are also reviewed for consistency by a central review panel, and

DSS has established a risk pool within its budget, enabling it to manage
unexpected costs more effectively within its agreed appropriation.

30. These changes support the sustainability of the DSS system, including its ability to
manage increased demand, while improving consistency, fairness, and transparency.

31.

Outyear appropriation levels vs possible increase in expenditure
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34. A change in flexible funding expenditure of $40 to $60 million is affordable, so we do not

foresee a fiscal risk in FY26/27. s9(2)(AGiv)  — 77 =("_9()2)(f)|
I
) 9
35. A risk in outyears remains possible if expenditure increases. However, ongoing work on

DSS funding models over this period should help mitigate any emerging pressures.

36. The DSS Strengthening Programme is progressing, and we are looking to see that demand
patterns remain stable over the medium-term. As we undertake this work, we are seeking
flexibility in our outyear appropriation levels.

Setting budgets for people with flexible funding

37. Given the analysis above, we recommend that the budgets for people with flexible funding
are set at current allocation levels for all people as:

37.1. this will allow disabled people and carers to continue without disruption to their
support arrangements,

37.2. expenditure within the current levels of allocations is affordable, and any increase
would reflect people making use of the funding they have been assessed as
needing for their disability-related needs, and

37.3. maintaining current allocations will provide certainty and reassurance to the
disability community that their feedback is being considered and acted on, as we
continue to make changes to improve how the disability support system operates.

38. DSS intends to develop additional reporting to NASCs and EGL sites to support them to
have discussions with disabled people about their utilisation of their flexible funding as
part of reviews and reassessments. This will enable informed decisions about allocations
in the context of disabled people's situations, support needs, and their overall funding. We
will also maintain our current focus on NASC and EGL site budgets and performance
monitoring and reporting to ensure expenditure remains affordable.

Alternative approach - scaling allocations: not recommended

REP/26/2/138



39. DSS considered scaling allocations, so that people’s flexible funding budgets were set at
the highest amount spent over the past two financial years.

For example, if a person had a $5,000 allocation over those two years, and they spent $4,500
in year 1 and $4,000 in year 2 then we would set their budget at $4,500.

40. After investigation, in addition to the success to date of actions to stabilise flexible
funding allocations and expenditure, several factors led to us discounting this approach:

40.1. The disability community has expressed concerns about this approach,
highlighting that DSS does not have access to information about individual
circumstances that are relevant to utilisation levels. For example, common
situations such as a person who uses their allocation week-on-week having been
periodically hospitalised over the two assessment years; or being initially unable to
secure regular support workers, which they have now recruited. Both cases would
result in artificially scaled allocations and the disabled person being unable to
meet the cost of their support needs,

40.2. Even with utmost care taken, a bulk change in allocations across 37,000 people
would result in some people's allocations being incorrectly determined because of
data quality issues, and other people feeling that they have been treated unfairly
because the determination did not include factors that they feel are relevant,

40.3. NASC and EGL capacity would also be a concern. They would be responsible for
communicating any allocation changes and managing resulting requests for
reviews or reassessment, which would be resource intensive processes. Together,
these would create capacity concerns, at a time where we would prefer NASCs
and EGL sites to focus on implementing changes that improve the quality of the
system, such as implementing the new assessment and allocation processes, and

40.4. NASCs have been reviewing allocations over the past two years under budgets
and have, after a period of adjustment, (largely) retained current allocations levels,
which is a strong indicator of the assessed level of need.

Paid Family Carers
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42. We will continue to provide you with advice on this as further work is done.

Next steps

43. If the recommended approach is agreed:
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Annex 1: Comparison of expenditure and allocation

This annex provides additional information on expenditure and allocations for the core flexible funding
supports (Carer Support, individualised funding, and EGL Personal Budgets).

The charts below compare:
Total allocation values are based on the monthly snapshots, with the average value shown for each

quarter.
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Annualised expenditure is full-year spend based on the expenditure in that quarter,
Note: the last quarter in the charts (Quarter 3 of FY25/26) has only one month of data (January
2026) so it is a little more variable than the other quarters (which average three months of data).

Figure 6: Carer Support
27,096 people have an allocation of
Carer Support. Allocations average
$2867 (January 2026).

The gap between allocations and
expenditure is around 20% or $15m.

Carer Support enables full-time
carers to take a break. It is a form of

respite.

Expenditure is quite variable, often
driven by school terms and public
holidays. The claims process is
manual (a paper or online form).

Carer support is not hosted.

Figure 7: IF Personal Care

7,873 people have an allocation of
IF Personal Care. Allocations
average $29,147 (January 2026).

The gap between allocations and
expenditure is around 3% or $7m.

Personal care supports people with
tasks like showering and getting out
of bed in the morning.

The major costs are employing
workers, who deliver ongoing
support on a regular basis.

IF Hosts support the use of this
funding.
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Figure 8: IF Household Management

3,214 people have an allocation of
IF Household Management.
Allocations average $9,720
(January 2026).

The gap between allocations and
expenditure is around 6% or $2m.

Household management supports
people with tasks like cleaning and

shopping.

As with IF Personal Care, the major
costs covered are employment
costs for regular support workers.

IF Hosts support the use of this
funding.

Figure 9: IF Respite

9,727 people have an allocation of
IF Respite. Allocations average
$13,240 (January 2026).

The gap between allocations and
expenditure is around 14% or $18m.

IF Respite is (as per the name) a
type of respite. It supports full-time
carers and disabled people to take a
break from their usual roles.

|IF Hosts support the use of this
funding.

Figure 10: Enhanced IF

873 people have an allocation of
Enhanced IF. Allocations average
$22,185 (January 2026).

The gap between allocations and
expenditure is around 6% or $1m.

Enhanced IF is only available in the
Bay of Plenty. It was an early form
of bundled flexible funding,
essentially combining service lines,
which piloted the Flexible
Purchasing Guidelines.

IF Hosts support the use of this
funding.
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Figure 11: EGL Personal Budgets

1,363 people have an allocation of
EGL Personal Budget. Allocations
average $42,172 (January 2026).

The gap between allocations and
expenditure is around 3% or $2m.

EGL Sites often allocate personal
budgets rather than traditional
supports, which accounts for the
higher average allocation compared
to Individualised Funding.

People who have these budgets are
either: direct funded (they receive
funding to their bank account and
are supported by their EGL site) or
supported by either an IF Host or a
Flexible Disability Support (FDS)
provider.





