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Superannuation and retirement planning

GUIdE TO AGEd cARE
Tony Nguyen

I
t is important for financial advisers to understand not only 
the financial and social security impacts of residential aged 
care facilities and independent living arrangements. There 
are social considerations such as eligibility and suitabil-
ity and also practical implications – actually applying for a 
home and then moving into it.

With Australia’s ageing population aged care advice is becoming 
more critical. The most recent figures from the Australian Bureau of 
Statistics show the proportion of the population aged 65 years and 
over increased from 11.1% to 13.5% between 30 June 1990 and 30 
June 20101. Population ageing has been identified as the primary 
driver of increased aged care spending over the next 40 years. Aus-
tralian government spending on aged care is projected to rise from 
0.8% of GDP in 2009/10 to 1.8% of GDP in 2049/502.

Providing pre-advice on aged care is tipped to increase. That is, 
providing aged care advice to clients before they actually require ac-
cess to an aged care facility. Pre-advice is a clever way of not only en-
suring that clients have peace of mind (if and when that need arises), 
but incentivises financial advisers who have not always been suitably 
remunerated for the provision of aged care advice.

Financial advisers have historically grappled with the complexities 
of aged care advice. They have also found it difficult to structure 
their remuneration to suit the client’s circumstances and the intri-
cacy and sensitivity of the advice being provided.

Residential aged care facilities
Residential aged care facilities provide nursing and personal care for 
those who can no longer live independently in their own home. Resi-
dential aged care can be offered as either permanent or short-term 
care (or respite care). There are two types of permanent aged care:

 Low level care – formerly known as hostels, low level residential 
age care homes provide accommodation, nursing and personal 
assistance (washing, dressing etc).

 High level care – formerly known as nursing homes, high 
level residential aged care homes provide accommodation and 
continuous nursing care (due to a higher degree of mental or 
physical weakness).

Low level care - Suitability
Low level care is generally suitable requiring some level of assistance. 
This typically includes:

 Assistance with the activities of daily living such as bathing, 
toileting, eating, dressing, mobility and communication;

 Certain treatments and procedures, including assistance with 
medication;

 Recreational therapy and rehabilitation support;
 Assistance in accessing health and therapy services; and
 Support for people who have difficulty understanding.

High level care – Suitability
High level care is generally required for those who are physically 
unable to move around and care for themselves, they suffer mental 
illness or have behavioural problems. The level of care provided typi-
cally includes:

 Specialised furnishings and equipment items, such as those used 
to assist mobility, e.g. walking frames, wheelchairs, lifting devices;

 Basic medical and pharmaceutical supplies and equipment and 
aids to assist with toileting and continence management;

 Nursing procedures;
 Administration of medication;
 Provision of therapy services; and
 Oxygen and oxygen equipment on a short term or episodic basis.
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Residential aged care fees

Accommodation Fees
Accommodation fees are payments that con-
tribute toward the cost of accommodation. 
Accommodation fees are only paid where 
assets exceed the assets test threshold of 
$39,000. Accommodation fees are agreed 
between the aged care resident and the aged 
care facility on entry. The table aside high-
lights the different accommodation fees ap-
plying in low level and high level care:

Accommodation bond
The accommodation bond is agreed upon be-
tween the resident and the aged care facility. 
The bond payable is generally based on the 
value of the resident’s assets as determined 
by Centrelink or the Department of Veteran 
Affairs. It is not compulsory to undertake 
an assets assessment; however it is also used 
to determine whether the resident is eligible 
for government assistance. Instead they may 
choose not to undertake an assets assessment 
and negotiate the accommodation bound di-
rectly with the aged care facility. The only 
requirement is that the resident must not be 
left with assets less than $39,000 (from 1 July 
2011) after paying the accommodation bond.

There are a number of ways to pay an ac-
commodation bond, including:

 A lump sum
 Periodic (fortnightly or monthly) payments
 A combination of lump sum and periodic 
payments.
The residential aged care facility may de-

duct monthly bond retention amount from 
the accommodation bond or include it in peri-
odic bond payments for up to five years. This 
amount is agreed between the resident and 
the aged care facility. The only requirement 
is that the amount must not be greater than 
the maximum monthly retention amount as 
set out by the Government. This amount is 
indexed by CPI.

Where a bond is paid partly by lump sum 
and partly by periodic payments, the maxi-
mum retention amount applies to the total 
(lump sum equivalent) accommodation 
bond.

The table aside highlights the maximum 
monthly retention amount for resident’s en-
tering an aged cared facility from 1 July 2011.

Where the bond is between the lower and 
upper threshold, the maximum monthly re-
tention amount can be calculated by first tak-
ing 10% of the bond and then dividing the 
result by 12.

Table 1: Accommodation Fees within Residential Aged 
care Facilities

Residential aged Accom. fee Amount Payment
care facility   frequency

Low level care Accom. bond  No fixed amount  Upfront;  

   Must not be left  Periodic; 
       with less than $39,000  Combination of both.

High level care Accom. charge  Fully supported resident1 – Nil  Daily; or 

   Supported Resident2 –   Deferred until death 
       calculated amount*       and charged from  
         estate assets. 

   Non-supported resident3   
       (pensioner or non-pensioner) –   
       $30.55

1. Fully supported resident – assets at the time of entry are less than $39,000 
2. Supported residents – assets at the time of entry are between $39,000 and $102,544 
3. Non-supported residents – assets at the time of entry are over $102,544 
* The Department of Health and Ageing sends letters to advise the amount (does not include flexible care residents).

Table 2: Maximum monthly retention amount

 Bond amount Maximum monthly retention

Lower threshold $19,740 $164.5

Upper threshold $38,160 $318

The quote

It is not compulsory to 
undertake an assets 

assessment; however 
it is also used to 

determine whether the 
resident is eligible for 

government assistance.

When the resident moves or if they die while a resident, the bond 
less the bond retention amount is refunded. The Federal Govern-
ment guarantees the bond will be refunded.

The monthly retention amount is fixed while the resident resides 
at the aged care facility, except that once the five year limit is reached 
(it is transferable between aged care facilities) no further retention 
amounts are allowed to be deducted from the bond. 

The accommodation bond can be deferred and paid from the resi-
dent’s estate however the bond retention amount must be paid and 
interest will be charged on the deferred amount. As at 1 July 2011, 
the maximum interest that can be charged is 9%. This interest rate 
is announced quarterly by the Department of Health and Ageing. 

The value of the resident’s home is excluded as an asset when de-
termining the accommodation bond where at the time of entering the 
low level aged care facility the following apply:

 The spouse or a dependent child is living there;
 A carer eligible for income support payment has lived there for at 
least two years; or

 A close relative who is eligible for an income support payment has 
been living there for at least five years.

Accommodation charge
An accommodation charged is determined and fixed at the time of 
entry into a high level care facility (or low level care facility where 
extra services provided). It is not subject to any subsequent indexa-
tion of the maximum daily accommodation charge and any future 
changes in the level of the resident’s assets will have no impact on 
the accommodation charge. This amount is not paid upfront but 
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charged on a daily basis. The amount of accommodation charge will depend on 
the level of assets at the time of entry must be within the maximum amount set 
by the Government. The table below highlights the maximum accommodation 
charge set by the Government:

The accommodation charge can be deferred and paid from the resident’s estate 
however interest will be charged on the deferred amount. As at 1 July 2011, the 
maximum interest that can be charged is 9%. This interest rate is announced 
quarterly by the Department of Health and Ageing.

daily care fees
Aged care residents are asked to pay ongoing which contributes towards daily 
living costs, such as nursing and personal care, meals, linen and laundry, as well 
as heating and cooling. There are two parts to daily care fees:

 Basic daily fee; and
 Income tested fee for residents who have a higher income.

Basic daily care fee
It is compulsory for all residents to pay a basic daily care fee. This fee negotiated 
between the resident and the aged care facility, subjected to a legislated maxi-
mum which is indexed every March and September. The maximum basic daily 
care is outlined in the table above according to one of four types of resident as per 
income and date of entry.

A care receipt is a non-standard resident if:
 the care recipient is a pre-2008 reform resident; and 
 on 19 September 2009, the care recipient did not have a dependent child; and 
 on 19 September 2009, one or more of the following requirements is met: 
 the care recipient was not receiving an income support payment; 
 for entry to the residential care service in question, the care recipient had paid 
an accommodation bond that was more than the amount obtained by rounding 
to the nearest $500.00 (rounding $250.00 upwards) an amount equal to 10 
times the basic age pension amount at the time of entry; 

 the daily income tested reduction in respect of the care recipient was an amount 
worked out under section 44-23.
(Refer to section 58.3C of Aged Care Act 1997)
A care recipient is a phased resident if: 

 the care recipient is a post-September 2009 resident on that day; and 
 that day is in the period 20 September 2009 to 19 March 2013 (inclusive); and 
 on the day on which the care recipient enters the residential care service in 
question, the care recipient is not receiving an income support payment.
(Refer to section 58.4 of Aged Care Act 1997)
A care recipient is a protected resident if: 

 the care recipient is a pre-September 2009 resident; and 
 the care recipient is not a pre-2008 reform resident to whom section 58-3C 
applies; and 

 on 19 September 2009, the care recipient was not receiving an income support 
payment. 
(Refer to section 58.3B of Aged Care Act 1997)
A pre–September 2009 resident is a person who: 

 entered a residential care facility before 20 September 2009; or 
 entered a residential aged care service after 20 September 2009 and was on 
pre-entry leave immediately before 20 September 2009; or 

 entered after 20 September 2009 but was in a different residential aged care 
service before 20 September 2009 and has not had a break in residential care 
of more than 28 days before entering the new facility.
Pre-2008 reform resident is a person who:

 entered a residential care facility before 20 March 2008; or 
 entered a residential aged care service after 20 March 2008 and was on pre-
entry leave immediately before 20 March 2008; or 

Table 3: Maximum accommodation charge

Level of assets at time of entry* Max. accom. charge PER DAY

Assets are less than $39,000 NIL

Assets are between $39,000 and $102,544 Calculated amount*

Assets are over $102,544 $30.55

*where the person has a partner, half of the combined assets are counted

Table 4: Maximum basic daily care fees 
according to the type of resident

Type of resident Max. Basic Daily Care Fee

Standard resident Up to $40.25

Non-standard resident Up to $45.76

Protected resident Up to $36.74

Phased resident Up to $38.33

Table 5: Income tested fee for  
different residents

Income tested Fee threshold

Standard resident $847.9 $829.9

Non-standard resident  $847.9 $829.9

Protected resident $754.9 $736.90

Phased resident  $754.9 $776.90

The quote

As at 1 July 2011, the
maximum interest that 
can be charged is 9%. 

This interest rate is 
announced quarterly 
by the Department of 
Health and Ageing.
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 entered after 20 March 2008 but was in a different 
residential aged care service before 20 March 2008 
and has not had a break in residential care of more 
than 28 days before entering the new facility.

Income tested fee
Residents with total assessable income above the income 
tested fee threshold are required to pay an additional in-
come tested fee. Total assessable income includes:

 Income as assessed under the Centrelink income test
 Centrelink and Department of Veteran Affairs 
pensions and allowances. 
The income tested fee payable is 5/12th of the total 

assessable income per fortnight above the income test-
ed fee threshold, up to a maximum of $64.69 per day. 
Where the person has a partner, 50% of the combined 
assets are counted.

The table aside highlights the different income tested 
fee thresholds that apply to residents according to their 
daily fee classification:

The income tested fee is reviewed at the start of each 
quarter and is determined based on the resident’s assess-
able income and level of care at the start of the quarter 
(January 1, March 20, July 1 and September 20). The 
fee applies for the duration of the quarter so in the event 
that the resident’s actual income decreases during the 
quarter, a refund will be provided for the excess they 
have paid. However if the resident’s income increases 
they will not be required to any additional fees.

centrelink assessment of residential 
aged care facilities
As well as the financial impacts of moving into an aged 
care facility, there are a number of Centrelink impacts 
that also need to be factored in when entering an aged 
care facility.

Family home
Residents that pay their accommodation charge or bond 
using a combination of lump sum and periodic payments 
are able to rent out their former home:

 Their former home will remain exempt from the age 
pension asset test indefinitely.

 The rental income is exempt from the age pension 
income test indefinitely and not included in the means 
tested aged care daily fees.
The resident’s former home is exempt from the age 

pension asset test if the spouse continues to live there.
The resident’s former home will be continued to be 

exempt from the age pension assets test for two years, 
from the date the spouse:

 leaves the home to enter into an aged care facility; or
 passes away
After 2 years the resident will be considered as a non-

homeowner and the former home is included in the age 
pension assets test.

The quote

There are a number 
of Centrelink impacts 
that also need to be 
factored in when 
entering an aged care 
facility.

Accommodation bond and charge
Lump sum accommodation bonds and charges are ex-
empt assets for social security purposes.

Rent assistance
No rent assistance is payable for resident’s entering an 
aged care facility.

couples separated by illness
Married couples are considered separated by ill health if 
one or both of them enter an aged care facility. They will 
each be entitled to the single rate of pension. However 
they are assessed based on their joint income and assets 
with the assets and income test of a couple applied. fs
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