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Entering aged care is one of the last complex decision-making events, 
financially and emotionally, that our clients will reach. The process of 
relocating to an aged care facility, the choice of that facility and the 

financial considerations in the move quite often mean that these clients are 
desperately in need of good advice and guidance. Since financial planners have 
invested so much of their business into the wealth accumulation plans and 
retirement plans of their clients, surely it makes sense to maintain and strengthen 
that business by continuing advice to clients through their active retirement and 
beyond, by building aged care advice into the business as well.

This paper considers some of the key issues financial planners should evaluate if they 
wish to go about incorporating advice on aged care needs into their financial 
planning business.

What do you need to build a financial planning business 
around age care?

The drive to do it

The first answer to this question must be that you want to build your business, or 
part of your business, around this particular planning opportunity. Many financial 
planning practices specifically target certain client markets, and aged care clients do 
present a particular market. However, in a much broader sense, you may wish to 
deepen the scope of the advice you give to all your clients by incorporating aged 
care planning into your mainstream financial planning. When we consider the 
number of clients who’ll require aged care services over the next 20 – 30 years, the 
latter makes good business sense.

Understand where the real opportunity lies

It’s sad but true, but the average length of stay of all residents in an aged care facility 
is 2.8 years1. Only 9 per cent2 of your elderly clients can expect to stay in an aged 
care facility for 8 years or more. Consequently, it’s probably not your aged care 
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clients themselves that will form your ongoing future client base. 
It’s their children and their grandchildren, the inheritors of the 
wealth you’ve helped your current clients accumulate. 

Focus on giving holistic advice  
and smart strategies

To provide appropriate advice, you need an understanding of 
how aged care fees are determined and how they interact with 
your client’s portfolio construction, cash flow management, age 
pension entitlements and estate planning needs. You may find 
ways of ensuring your client is assessed so they pay less in entry 
and/or ongoing fees, but your client may have greater choice 
and flexibility by paying slightly more.

Develop good relationships with other aged care 
stakeholders

Already some financial planners finding success in the aged care 
field have done so by first establishing meaningful relationships 
with aged care providers. Doing so not only represents an 
ongoing source of referred clients but it could also help give the 
planner an answer to the client who asks “But which nursing 
home should I choose?”

Understand the dynamics of the aged care system 

Financial planners who, over the years, have developed excellent 
businesses with superannuation and retirement planning advice at 
their core have generally done so by keeping in close touch with 
developments in retirement incomes policy and market practice. 
Aged care advice is no different – knowing the drivers of the system 
from the point of view of the government, aged care providers, the 
consumer and the financial services industry can only assist with 
how you build a business model with aged care in mind.

What is aged care?
When referring to ‘aged care’, it’s likely to be residential aged care 
facilities that spring to mind – the hostels and nursing homes to 
which some of our elders relocate when they are unable to care 
fully for themselves. However, there is also a range of ‘ageing in 
place’ care services that can be provided to a person in their own 
residence. The focus of this paper is on clients moving to a 
residential aged care facility, but other options should not be 
overlooked when giving advice that considers aged care services.

There are, however, two common elements across all modes 
of care:

1. An older person requiring some form of personal and/or 
nursing care due to physical or mental illness, injury or 
infirmity; and

2. Government subsidisation, in full or part, of the costs 
associated with the provision of this care.

Both these elements influence the way in which financial advice 
can be structured with aged care needs in mind, now and into 
the future. 

Who is an aged care client? 
It is important to have a very clear understanding of the nature 
of the client who will require advice around moving to an aged 
care facility and the circumstances they are likely to find 
themselves in at that time. This is important not only to advice 
given at the time of the move but also to how advice should be 

viewed when putting plans in place before the actual event. This 
gives rise to a range of issues summarised below.

Timing 

In many cases a health emergency will precipitate a client’s need 
to consider aged care alternatives. Usually this will mean making 
a very important set of decisions very quickly. For other clients, 
a gradual deterioration in their physical and/or mental health or 
capacity may provide more time to consider alternatives and 
take appropriate action. 

An obvious response in either case is to have in place a plan – a 
set of key actions and decisions that has been discussed and 
documented well ahead of the time at which the plan is required 
to be put into place. It may be as simple as a checklist of decisions 
to be made and actions to be taken as part of the aged care move. 
It could also be a far more complex plan that involves planned 
restructures of the client’s finances, estate planning initiatives 
and the like. 

The key point is to assist the client in considering either of these 
events as being a possibility and identifying and documenting 
the client’s preferred outcomes well in advance.

Identity and nature of aged care clients

At present the vast majority – 79.5 per cent – of all aged care 
residents are aged between 75 and 94. A little over 4 per cent are 
age under 65 and almost 8 per cent are age 95 or more. The 
most common age for women to enter is between ages 85 and 
89 (28.3 per cent) while for males it is between ages 80 and 84 
(25.1 per cent). 

It is the population that is age 85 or more that is of most interest 
when discussing aged care needs, as they are the highest user of 
aged care services – 240.3 per 1000 in 2006/07 (compared to 
the next heaviest group of users – ages 75-84 with 52.8/1000).3 
This population is currently 1.7 per cent of the total population, 
but is expected to increase to 2.1 per cent in the next ten years 
and to 4.4 per cent by 20384.

Today’s potential aged care clients may be the parents or even 
grandparents of your existing clients. It should be clear that in 
the not-too-distant future your existing clients will be those 
with aged care needs, and that there is likely to be quite a lot 
of them!

Affordability of aged care services

International literature indicates a positive correlation between 
a person’s income and their health. In an aged care context, 
wealthier individuals, who can afford better care or more 
services, are actually more likely to require only the lower 
level / hostel type of care. Currently the total annual cost of 
such care is approximately $21,000. Conversely less wealthy 
individuals, with less capacity to pay for extensive care, are 
more likely to be ill or disabled and consequently require high 
level care, currently costed at approximately $57,000 per year.5

This clearly presents a dilemma both for the individuals involved 
and their financial planners, with those most in need of higher 
cost care being less likely to be able to afford it. The need is then 
to identify those clients who are more likely to incur higher 
aged care costs and establish an appropriate funding strategy, 
perhaps using financial solutions already in use overseas but 
which have yet to be taken up by the Australian market.
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We have already incorporated this concept into the work we do 
with helping clients set retirement income goals – identifying 
their desired retirement lifestyle and associated costs – and 
establishing a funding strategy to achieve those goals. Making 
explicit provision for aged care costs as part of post-employment 
planning must be a good start.

Lack of legal capacity

A mental illness such as dementia or Alzheimer’s is very likely to 
result in a client (1) who requires aged care assistance and (2) 
without the legal capacity to make decisions relating to that care 
and their financial affairs. Planning for aged care needs and 
ensuring our clients all have enduring powers of attorney or the 
equivalent therefore go hand in hand. It would be difficult, to 
say the least, to give good financial advice if that advice cannot 
be readily implemented by the intended recipient.

Family decision-making and engagement

As a corollary to the previous point, the financial planner may 
find him or herself dealing primarily with the family of a long-
standing client. While this can present some challenges, it is also 
an opportunity for the planner to commence an engagement 
with a potential new generation of clients.

Some of the decisions in which the family of many clients are 
likely to be involved include the choice of facility; whether costs 
will be partly/fully funded by the family; the future of the family 
home; ensuring expected inheritances can be maintained. For 
other clients, family involvement may extend further into 
decisions on which investments to hold or dispose of; asset 
allocation of investments and cash flow management. 

Given the importance and impact to the family – as the potential 
beneficiaries of your client’s wealth – successful financial planners 
will have established intergenerational financial planning 
relationships well prior to the primary client’s aged care move. 

For some clients, this may appear to be a moot point when the 
client has sold their home or investments to pay a substantial 
aged care accommodation bond. Other than the deduction of a 
prescribed ‘retention amount’ and interest earnings bonds are 
returned when a person leaves an aged care facility, including 
upon their death. Substantial wealth therefore may still remain 
to be inherited by future generations of your client’s family. 

the effect of government policy on aged care 
services and advice
The government’s role in aged care shapes both the current 
structure of aged care services and future challenges and 
opportunities in their provision, predominantly in relation to 
funding these services and where the cost burden will lie. It 
influences the broad scale environment in which financial 
planning advice relevant to aged care clients will be given – in 
much the same way as the government’s retirement incomes 
policy and the external pressures thereon has set the agenda for 
retirement planning advice over the last twenty years or so.

Aged care infrastructure development

Part of the government funding and regulation of the fees and 
charges that may be imposed by an aged care facility recognises the 
need to facilitate infrastructure development in new and existing 
facilities. This has given rise to the use of accommodation bonds – 

lump sum payments made to facilities that they can then use for 
capital works or improving aged care services. However, 
accommodation bonds are only payable for clients entering low level 
care – currently less than 30 per cent6 of all aged care residents.

This has led to a “…financial crisis in the high-care nursing 
homes sector…”7 with providers unable to afford the costs 
associated with building new facilities. A widely held view in 
the aged care industry, supported by the Hogan report of 20048, 
is that it is necessary to extend accommodation bonds to all 
levels of care as a means of promoting development in the area.

The ‘safety net’ approach

An important part of the Australian aged care system ensures that 
those individuals with no or very little assets and/or income can still 
secure a place in an aged care facility. Again, a parallel exists with 
our retirement incomes system, vis-a-vis the safety net approach of 
the age pension. And, similar to the pressures on the age pension 
and retirement incomes, there is a distinct possibility that such a 
concessional approach cannot be sustained in the longer term.

Additionally, there currently exists some scope for planners to 
use strategies that leverage off this safety net. Such strategies may 
reduce a client’s assessable income and assets with a view to 
having them treated as a ‘supported resident’ and thereby paying 
reduced fees. This has several drawbacks –

l Places for supported residents are restricted by legislation to 
between 16 per cent and 40 per cent, depending upon 
location.9 Therefore, targeting a result where a client is 
treated as a supported resident may limit their choice of 
aged care facility.

l Some of the strategies that reduce a client’s assessable 
income do so by also reducing their actual income. As an 
aged care client generally needs a certain level of cash flow 
to pay their ongoing fees, including perhaps higher ‘extra 
service’ place fees, this can be somewhat of a trap.

l We’ve seen over the last few years a determined shift in age 
pension policy around the assessment of income and assets 
so as to more truly reflect its ‘safety net’ nature. It would be 
foolish to imagine that a similar shift could not take place in 
our aged care system.

Cost regulation

At the heart of the costing structure for aged care services is the 
undeniable fact that particular care services have an associated cost, 
which in some situations can be expensive. Australia is some way 
off a full user-pays system for residential aged care. Instead a cost-
splitting mechanism applies to the cost of care, whereby clients 
pay a certain amount on a means-tested basis (wealthier clients pay 
more and less wealthy clients pay less or nothing at all) with the 
government picking up the bill for the remainder. 

This subsidisation results in regulation of the costs that can be charged 
for standard services in a government-funded facility, as follows –

l Accommodation bonds are the entry fees payable for hostel 
or ‘extra service’ nursing home accommodation. They are 
charged as a lump sum that can be paid as such or via a 
regular periodic payment (with an interest charge). They 
can generally be charged at any level set by the facility (and 
generally are relative to real estate values in the local area) 
provided the client is left with $34,500 worth of assets. For 
clients with assets of less than $34,500, no accommodation 
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bond is payable. An important attribute of accommodation 
bonds is that they are returned to the client, or their estate, 
less a prescribed retention amount upon leaving an aged 
care facility, including due to death.

l Accommodation charges are the entry fees payable for 
standard service nursing home accommodation. Similar to 
accommodation bonds, accommodation charges are capped 
depending upon a client’s assets. As these charges are paid 
on an ongoing basis (rather than a single upfront lump sum) 
they cannot exceed an amount determined by the formula 
(assets-$34,500)/$2,080. The maximum charges are $21.39 
per day for a part/full pensioner and $26.88 per day for a 
non-pensioner. As alternatives to regular payment of 
accommodation charges, a client can agree with the aged 
care provider to defer payment or to have the charge paid 
by their estate.

l Basic daily care fee is negotiated between the resident and 
the aged care provider, subject to legislated maxima. This 
fee can be indexed in March and September each year. 
The maximum basic daily care fee is $32.95 per day and is 
not income or asset tested and is not dependent upon 
pensioner status.

l Income tested fee is charged in addition to the basic daily care 
fee up to a maximum of 5/12 x (total assessable income – total 
assessable income free area). The total assessable income free 
area is currently approximately $705.90 per person for a single 
person. Strategies abound at present with an aim of reducing 
assessable income and consequently the income tested fee.

When it comes to extra services (the ‘resort-style’ aged care 
services, of which there is an increasing number) and fully private 
facilities (those without government subsidisation, of which 
there are very few), a free market operates, with the aged care 
provider able to charge fees in relation to the services provided.

Involvement of government agencies

As entry fees are asset-tested and the income tested fee income-
tested, there is an apparent requirement for those entering aged 
care to submit themselves to means testing by a government 
agency. This may be of concern for self-funded retirees who 
have never set foot inside a Centrelink (or Department of 
Veterans’ Affairs) office and have no desire to do so simply to 
acquire a place in an aged care facility.

Disclosure by self-funded clients of their income and assets to 
Centrelink or DVA is not, however, mandatory. Should a self-

funded client opt out of an assessment by one of these agencies 
they will be denied access to concessional rates, have to pay fees 
at the maximum level and therefore may pay more than is 
otherwise required. This may be a sensitive issue for some 
clients, but should be addressed by the planner sooner rather 
than later, as it may dictate an ultimate course of action.

Future pressures on the government’s ability to 
continue current levels of cost subsidisation

At present, consumers on average pay less than 1/3 of the actual 
cost of their care – an amount that is widely accepted as being 
low. Industry research estimates a shift in the government/
consumer cost ratio over time due to an ageing population, with 
more paid by consumers. In 2005/06 governments paid 
$6.8 billion and individuals $2 billion in aged care costs. Over the 
next 15-20 years 2 things are expected to occur – (1) consumers’ 
proportion of the cost burden is anticipated to increase from 
26 per cent to 36 per cent while governments’ drop from 74 per 
cent to 64 per cent; (2) a potential funding shortfall of $6 billion.10 
This should be a familiar story for anyone with a passing interest 
in Australia’s retirement incomes system.

Considerable research has been done over the years, notably the 
Hogan report in 2004, looking at the affordability of aged care 
funding and considering alternative funding methods. More 
recently, a discussion paper11 issued by the National Aged Care 
Alliance canvasses a range of funding options including –

l Increased contribution from governments

l Increase in the Medicare levy

l Increased contributions from consumers

l Stronger means and assets testing for cost subsidy

l Accommodation bonds for high care

l Unbundling the costs of care (separating care costs from 
‘hotel’ costs)

l Long term care insurance

l Aged care savings accounts

l Equity release schemes (ie. reverse mortgages) 

l Deregulation of supply and/or fees

For any financial planner considering offering aged care advice 
as part of their business model most of these options, if taken up, 
have the capacity to considerably change the environment in 
which that advice can be given. Forewarned is forearmed! l
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