
 

 

 

 

 

 

 

 

 

 

 

 

Aged Care Strategies v3.0 

 

How We Successfully Provide for  

YOUR Transition to Aged Care  
 

Prepared by: Sebastian Mazza CA AFP®, DFP  

Founder and Private Wealth Client Adviser 

 

Wealth Depot® Pty Ltd 

Corporate Authorised Representative No. 427456 of MyPlanner Professional Services 

Pty Ltd 

AFS License No. 425542  

 

P O Box 131, Wavell Heights QLD 4012  

Telephone: 07 3421 0100 

Email: sebastian@wealthdepot.com.au 

 

 

 

mailto:sebastian@wealthdepot.com.au


Wealth Depot® Aged Care Strategies     1 July 2019 

 

 

 

1  

Disclaimer 

 

This publication may contain general advice without taking into account any particular 

personal and business objectives, situation or needs.  Clients should, before acting 

on this information, consider the appropriateness of this information having regard to 

their own circumstances.   

 

This publication does not constitute an offer or invitation to purchase any product.  

Any strategies discussed in this document have been written without considering 

your individual situation, needs and goals.  

 

The thresholds, regulations and rates in this publication are current as at the date of 

writing and may subject to change.  

 

Except where under statute liability cannot be excluded, no liability (whether arising 

in negligence or otherwise) is accepted by any members of Wealth Depot® for any 

errors or omissions, or for any loss caused to any person acting on the information 

contained in this document.
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About Wealth Depot® 

 

Wealth Depot® is a privately owned financial planning practice that believes in 

providing innovative strategic advice which is tailored towards each client’s specific 

objectives and goals. 

 

As an integrated and holistic practice will help you make educated and informed 

decisions about your wealth and assist you with managing, protecting and growing 

your wealth so that you can achieve true and lasting financial freedom. 

 

At Wealth Depot we follow a five step process: 

 

1) Assess : understand your current financial health, objectives and 

     attitude to risk 

 

2)   Inform : improve your knowledge and understanding of financial strategies  

 

3)   Blueprint : recommend appropriate strategies, services and products 

 

4)   Action : implement recommendations 

 

5)   Review : analysis of your financial health to make sure you are on track to 

     meet your objectives 
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Introduction 

 

According to a statistics by the Australian Government’s Treasury, our population is 

ageing. The number of Australians aged 65 and over is estimated to increase 

substantially from around 2.5 million in 2002 to 6.2 million in 2042. 

 

By 2056, the ABS estimates that the proportion of people aged 65 and over will 

account for 25% of the total population:  

 

Graph: People aged 65 and over as a proportion of total population 

 

In particular, it is estimated that the proportion of people aged 85 and over will 

reach 9% of the total population by 2060. At the same time, elderly people are 

more vulnerable to disability and sickness:  
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Source: ARC Centre of Excellence in Population Ageing Research (2014/01): Aged Care in Australia – 

Part I  

 

The growth of the elderly population means that there will be a growing demand for 

aged care services. In this strategies booklet, we will outline the options available for 

you and/or your family members, the associated costs with different types of aged 

care facility as well as strategies to help you optimise your cash flow, reduce cost 

and minimise tax.  

 

 

 



Wealth Depot® – Aged Care Strategies    1 July 2019  

 5  

Australia’s Aged Care System 

 

The following graph demonstrates a potential health change progression and the 

corresponding care options:  

Source: MLC Technical Guide (2016). Guides to Aged Care Fee  

 

 
I. Notes on Retirement Villages  

 
▪ Retirement Villages are a type of housing developments designed to cater 

for people aged 55 and over. This facility type offers a wide range of services, 

from swimming pools, golf courses, social events to 24-hour emergency 

assistance.  

▪ Retirement Villages are not considered to be aged care facilities. Rather, 

they are a communal living arrangement which is suitable for people who are 

generally in good health and do not require attentive care. The Government 

does not provide any subsidy for this type of facility.  
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II. Types of Aged Care Facilities  

 

Australia’s aged care system consists of two main types, which are:  

 

a. Home Care  

 

A Home Care Package enables an individual to live in their own home with a range of 

care and services suitable for their personal needs.  

 

Under a Home Care Package, the following services are included, but not limited to:  

 

▪ Personal Services: assistance with activities of daily living, including bathing, 

showering, toileting, dressing and undressing, communication  

▪ Transport and personal assistance: Support with shopping, visiting 

practitioners, attending social and community activities  

▪ Nursing, allied health and other clinical services: Nursing, hearing services, 

vision services, health support. The level of services provided may depend on the 

level of care assessed for the individual  

▪ Nutrition, hydration, meal preparation and diet 

▪ Care Co-Ordination and Case Management: Tailored to individual needs  

▪ Other support services 

 

Your home care level will be determined by the Aged Care Assessment Team 

(ACAT). Their assessment will identify the level of care applicable to you. There are 

four levels:  

▪ Level 1: Basic Care Needs 

▪ Level 2: Low-Level Care Needs 

▪ Level 3: Intermediate Care Needs 

▪ Level 4: High-Level Care Needs  

 

Reforms to home care packages were effective from 27 February 2017 following the 

2015-2016 Budget. The important changes relate to:  

 

▪ Assignment of Home Care Packages  

▪ Portability of Home Care Packages  
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There was no change to the method of calculation of home care fees following the 

Home Care Package Reforms.  

 

There are five steps to access a home care package, which are:  

▪ Step 1: Check your eligibility – assessment by ACAT 

▪ Step 2: Research the home care providers and work out associated costs   

▪ Step 3: Be assigned a home care package  

▪ Step 4: Enter into a home care agreement  

▪ Step 5: Begin and manage your services  

 

 

 

b. Residential Aged Care  

 

Besides Home Care, Residential Aged Care forms another crucial part of the 

Australia’s aged care system. This facility is for individuals who can no longer live at 

their own home due to a variety of reasons. Those reasons may include illness, 

disability, family matters, bereavement or simply because they can no longer manage 

on their own at home without assistance.  

 

Residential Care facilities are only owned and operated by organisations approved 

by the Australian Government.  

 

At Wealth Depot®, we understand that moving into an aged care home can be a very 

challenging and emotional decision, which oftentimes comes with great uncertainty 

for the future. This booklet aims to provide you with insightful information so that you 

and your family understand the process and implication of moving into a residential 

care facility.  

 

Residential Aged Care can be permanent or short-term, and provides the following 

services:  

 

▪ Support Services: Help with daily tasks (cleaning, cooking, laundry etc.) 

▪ Personal Care: Dressing, Going to the Toilet, Bathing  

▪ 24-hour nursing services  

▪ Additional Services: Examples may include physiotherapy, podiatry etc.  
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Similar to Home Care Package, there are five steps to move into an aged care 

home, which are:  

 

▪  Step 1: Check your eligibility – assessment by ACAT: Your health conditions 

must be assessed by a member of ACAT to determine whether or not care is 

needed. You cannot enter a Government-subsidised facility without a pre-

approval.  

▪ Step 2: Research and Find an Aged Care Home provider  

▪ Step 3: Work out the associated costs  

▪ Step 4: Apply for an Aged Care Home  

▪ Step 5: Move in and live in an Aged Care Home  

 

In Australia, residential care accounts for the largest proportion of aged care 

expenditure:  

 

Graph: Aged Care Expenditure by Type, 2017-2018 

 

 

Graph: Aged Care Expenditure by Type, 2012-13 to 2017-18 

 

 

Source: Australian Institute of Health and Welfare 

https://www.gen-agedcaredata.gov.au/Topics/Government-spending-on-aged-care 

https://www.gen-agedcaredata.gov.au/Topics/Government-spending-on-aged-care
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An Overview of Aged Care Costs and Fees  

 

The plain and unpleasant truth is that aged care is expensive, no matter whether it is 

residential or home care. Having a comprehensive understanding of the fees that you 

and/or your family may be charged can help you plan well ahead and apply relevant 

strategies to reduce the cost burdens. In this section, we will detail the fees 

applicable to residential and home care facility.  

 

Important Note: The following fees, charges and thresholds apply from 20 

March to 19 September 2019. The rates are indexed twice a year on 20 March 

and 20 September). 

 

I. Residential Care Fees  

The following table demonstrates the entry and ongoing fees applicable to 

Residential Aged Care:  

Entry Fee  

Accommodation Fees  

▪ Payable as a lump sum, equivalent daily payment, or as a 

combination of both 

▪ Self-funded, partially supported or fully supported. 

Ongoing Fees  

Basic Daily Fee  

▪ Payable by all residents for all days spent in the residential 

care facility. 

▪ Contribution towards cost of care such as hygiene, meals, 

cleaning, laundry, etc. 

▪ Set at 85% of Basic Single rate of Age Pension 

▪ The basic daily fee is currently $51.21/day.  

Means-tested Fee 

▪ An additional contribution towards the cost of care, which is 

determined by the income and asset test.  

▪ This fee is subject to an annual cap. The current cap 

applicable is $27,532.59. 

▪ The Means-tested Fee is also subject to a lifetime cap. The 

current lifetime cap applicable is $66,078.27. Once you 

reach the lifetime cap, you will not need to pay any further 

means-tested fees. 
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Extra Services Fee  

▪ Subject to the agreement with the residential care provider.  

 

 

a. Basic Daily Fee  

 

The basic daily fee is currently $51.21/day, which is equivalent to 85% of the basic 

Age Pension. The rate is indexed on 20 March and 20 September each year. This 

means that you may pay increasing basic daily fee throughout your stay in the 

residential care facility.  

 

All residents are required to pay this basic daily fee for every day spent in the 

residential care. This amount is payable regardless of whether or not the 

annual cap for the means tested fee is reached.  

 

b. Means-tested Fee (MTF) 

 

This is determined based on financial circumstances. The MTF is calculated at the 

time of entry and recalculated periodically throughout your stay in the aged care 

facility to reflect and adjust to fluctuations in your assessable incomes and assets.  

 

Annual and Lifetime Caps  

 

The MTF is the only ongoing fee that is subject to an annual and lifetime cap. The 

current caps are as below:  

 

Means-tested Fee - Caps 

Annual cap $27,532.59 

Lifetime cap $66,078.27 

 

The application of an upper limit means that the MTF payment obligation will cease 

once the annual cap has been reached. For the remainder of the year, the 

Government will cover the MTF obligations. No further MTF is required once the 

lifetime cap has been reached.  
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Asset and Income Test for MTF 

 

The Assets included in the calculation of MTF are similar to those included for social 

security purposes, which are: 

 

▪ Financial Assets (Bank Accounts, Shares, Term Deposits) 

▪ Superannuation (Accumulation) (for those who have reached the Age Pension 

age) 

▪ Account-based pensions and annuities  

▪ Home Contents  

▪ Collectibles  

 

The incomes included in the calculation of MTF are: 

▪ Deemed Income from financial investments  

▪ Salary from employment 

▪ Assessable income from grandfathered account-based pensions and annuities  

▪ Rental Income (special conditions may apply)  

▪ Social Security payments (subject to exclusions below)  

 

Although the treatment of income and assets under the MTF are fairly similar to 

social security assessment, there are several key differences, which are outlined in 

the table below:  

 

Assets: Exceptions for MTF Incomes: Exceptions for MTF 

Primary Home: The value is included as 

part of a resident’s asset up to the cap of 

$168,351.20 (applies separately to both 

members of a couple), unless occupied 

by a protected person1 

Social Security: Social security 

payments such as Age Pension are 

included as incomes to calculate the 

means-tested fee. The amount is 

deducted by the minimum supplement 

and energy supplement. 

 
1 A protected person is your spouse or dependent child; your carer who has lived with you in the home 

for at least two years immediately prior and is eligible for an income support payment; or a close relation 
(such as parent, sibling, child or grandchild) who has lived with you in the home for the past five years 
and is eligible for an income support payment. 
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Assets: Exceptions for MTF Incomes: Exceptions for MTF 

Lump Sum Accommodation Payment: 

The lump sum refundable 

accommodation deposit (RAD) or 

refundable accommodation contribution 

(RAC) is counted towards the asset base 

for the MTF  

(exempt for social security purpose) 

War Widow/Widower’s 

Pension/Disability Pension: If the 

resident has a qualifying service, this 

payment is exempt from MTF  

 Rental Incomes: Exempt for MTF if the 

resident entered aged care prior to 1 

January 2016 and did not leave the care 

for a period of more than 28 days after 

this date.  

Included as income for MTF if the 

resident enters the aged care facility after 

1 January 2016.  

 

 

Calculation of MTF  

 

To calculate the MTF, we have to calculate first the means-tested amount (MTA), 

which is the total of the income components and asset components.  

 

The MTF is then calculated by subtracting the MTA by the maximum government 

supplement. At the moment, the maximum accommodation supplement is 

$57.14 per day. 

 

Thus, the MTF is calculated as:  

 

MTF = MTA – Government Supplement  

MTF = (Income tested + Asset Tested) – Government Supplement 

 

▪ Income Tested Component  

 

Income Tested Component =  

(Assessable Income – Income Free Area) x 50% ÷ 364 
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The current Income Free Area is as below: 

Income Free Area (Per Annum) Amount 

Single  $27,232.403 

Couple (Each)  $26,712.403 

The formula means that if your total assessable income is less than the income 

free area, your income tested component will be nil. 

▪ Asset Tested Component  

 

Asset Tested Component =  

(17.5% of assets between $49,500 and $168,351.20  

+   1% of assets between $168,351.20 and $406,053.60 

+   2% of assets over $406,053.60) 

 

÷ 364 

The current Asset Thresholds is as below: 

Asset Threshold (Per Annum) Amount 

Asset free threshold $49,500 

First asset threshold $168,351.20 

Second asset threshold $406,053.60 

 

The formula means that if your total asset value is below than the asset free 

threshold, your asset tested component will be nil. 

 
Case Study 

 

Ann entered a residential care facility on 20 March 2019. Her assessable assets are 

$1,000,000 (inclusive of the capped value $168,351.20 for her home as the house is 

not occupied by a protected person) and her assessable income totalled $75,000. 

Her daily MTF is calculated as below:  
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1. Income Tested Component  

Income Component = ($75,000 - $27,232.40) x 50% ÷ 364 = $65.61/day 

 

2. Asset Tested Component  

Asset Component = [17.50% x ($168,351.20 - $49,500) + 1% x ($406,053.60 - 

$168,351.20) + 2% x ($1,000,000 - $406,053.60)] ÷ 364 = $96.30/day  

 

3. Means-Tested Amount 

MTA = $65.61 + $96.30 = $161.92/day 

 

4. Means-Tested Fee 

MTF = $161.92 - $57.14= $104.78/day  

 

Ann’s annualised MTF totalled $38,244.53, which is above the annual cap of 

$27,532.59. In this situation, Ann will pay $104.78/day as her MTF until the annual 

cap is reached (after approximately 263 days).   

 

 

c. Accommodation Payments  

 
This is the fee paid at your entry to the aged care facility. There are three options to 

pay this amount, which are:  

 

▪ Payment as a lump sum (either RAD or RAC, depending on the financial 

circumstance) 

▪ Daily equivalent payment of the lump sum (either DAP or DAC, depending on 

the financial circumstance); or 

▪ A combination of the options above.  

 

Government Support for accommodation payments  

 

Depending on your asset and income levels, you may have to cover the 

accommodation payments fully or partially. Your obligation is dependent on your 

means-tested amount (MTA), which is the combination of your asset and income 

component in the calculation of MTF demonstrated above.  
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▪ Tier 1 “Self-funded”: If you are liable to pay an MTF (your MTA is larger than 

the maximum government accommodation supplement of $57.14) or if there 

is insufficient information to calculate your MTF: you will have to pay the full 

published rate for accommodation payments.  

The lump sum payment is known as Refundable Accommodation Deposit or 

RAD. Alternatively, you may choose to pay Daily Accommodation Payment or 

DAP, which is the daily equivalent of the RAD.  

 

▪ Tier 2 “Partially Supported” or “Low-means”: If you do not have to pay an 

MTF (your MTA is smaller than the maximum government accommodation 

supplement of $57.14): you will not have to pay the full published rate for 

accommodation payments. Instead, you will pay a contribution towards the cost 

of accommodation with the Australian government meeting part this cost.  

Your MTA will determine your Daily Accommodation Contribution or DAC. You 

may elect to pay the DAC as the equivalent lump sum, known as Refundable 

Accommodation Contribution or RAC.  

A resident's contribution is capped at the lower of their MTA or the maximum rate 

of Accommodation Supplement applicable to the service.  

 

▪ Tier 3 “Fully Supported”: If your total asset is below the asset threshold of 

$49,500 and your income is below the income free area of $27,232.40 for 

single and $26,712.40 for couple (each):  your accommodation benefits will be 

fully covered by the Government. However, it is important to note that you are still 

liable to pay the basic daily fee of $51.21/day.  

 

d. Extra Services Fee  

 

The extra services fee is generally optional. 

 

Extra services do not mean better levels of care, but generally provides extras such 

as a glass of wine with dinner and perhaps better-quality food, telephone, private 

room etc. The services provided can vary from facility to facility, as will the cost. 
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II. Home Care Fees  

 
There are two types of fees that are associated with the home care fees:  

 

a. Basic daily Fee  

 
Irrespective of your income, people receiving a Home Care Package, no matter the 

level, may be asked to pay the basic daily fee.  

 

Home Care Packages 

 

Home Care Packages are available at four levels with level 1 being for lower care 

needs and 4 being the highest care needs. Each level gets a different amount of 

funding. 

 

The current basic daily fee by Home Care Package level is as below: 

 

Package level 
% of the single 
person rate of 

basic age pension 
Daily fee 

Fortnightly fee 

Level 1 15.68% $9.44 $132.16 

Level 2 16.58% $9.99 $139.86 

Level 3 17.05% $10.27 $143.78 

Level 4 17.50% $10.54 $147.56 

 

 
The maximum basic daily fee is 17.5% of the single person rate of the basic age 

pension. The current maximum daily basic fee is $10.54 per person, per day. 

Rates are indexed on 20 March and 20 September every year in line with changes to 

the Age Pension.  

 

b. Income Tested Fee  

 
Depending on your income including your pension, you may be asked to pay the 

income-tested care fee towards the cost of your care.  

 

Annual and Lifetime Caps  

 

There are annual caps and lifetime caps for the income tested care fee, which are 

detailed in the table below: 
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Income Tested Fee – Annual Caps 

Income does not exceed income 

threshold  
$5,506.48 

Income exceeds income threshold  $11,012.99 

 

Income Tested Fee – Lifetime cap 

Lifetime cap $66,078.27 

 

Calculation of the Income Tested Fee  

 

The income free area and income threshold for the purpose of calculating income 

tested fee are as below:  

 

Income Tested Fee – Income free area  

Single  $27,284.40  

Couple (each) $21,158.80  

Illness separated couple  $26,764.40 

Income Tested Fee – Income Threshold  

Single  $52,686.40 

Couple (each)  $40,305.20 

Illness separated couple  $52,166.40 

 

The Income Tested Fee is calculated as:  

 

Income Fee (Per Annum) 

< Income free area Nil 

Between income free area 

and income threshold  

Lower of:  

▪ Basic Subsidy Amount + Primary Supplements,  

▪ 50% of (assessable income – income free area), 

or 

▪ $5,506.48 

> Income threshold 

Lower of:  

▪ Basic Subsidy Amount + Primary Supplements, 

▪ 50% of (assessable income – upper income 

threshold) plus $ 5,506.48, or 

▪ $11,012.99 
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Case Study 

 

Simon is single and has assessable income of $70,000. He is assessed for a level 2 

home care package, with an estimated basic subsidy amount and supplements of 

$40.62 per day.  

As his income is higher than the upper income threshold of $52,686.40, he will have 

to pay the income tested care fee. The income tested care fee is the lower of the: 

 

▪ Basic Subsidy Amount and Primary Supplements– which is $40.62/day, or  

▪ 50% x ($70,000 - $52,686.40) + $5,506.48 divided by 364 days = $38.91/day 

or 

▪ $11,012.99/ 364 = $30.26/day 

 

The lowest amount is $30.26, which becomes Simon’s income tested fee. This 

amount will be added to the basic care fee of $9.99 (Level 2 Home Care Package) 

per day. Simon’s total home care package fee is $40.25 per day.  
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Aged Care Strategies  

 

In this section, we wish to outline some strategies to help you and your family reduce 

the costs associated with aged care.  

 

It is important to note that the below strategies do not take into account your 

objectives, financial situation and goals. You must seek professional advice before 

making any decisions.  

 

Strategies Objective May Be Suitable for 

i. Establish a granny flat 

right  

To reduce the 

accommodation payments  

Individuals who are in good 

health conditions and wish to 

plan well ahead for their 

aged care transition  

ii. Moved into aged care 

separately  

To reduce the 

accommodation payments  

Couple who both need to 

enter residential care facility  

iii. Gift Assets (thresholds 

and conditions applied) 

To reduce the 

accommodation payments 

and means-tested fee 

(MTF)  

Individuals who have ample 

assets and wish to reduce 

their accommodation 

payments  

iv. Funeral Bonds and 

Burial Costs   

To reduce the 

accommodation payments 

and means-tested fee 

(MTF) 

All individuals. May provide a 

benefit in many 

circumstances  

v. Using Reverse 

Mortgage to fund 

accommodation payments  

To retain the principal 

home while meeting the 

RAD requirement  

Individuals who do not have 

sufficient liquidity to cover 

accommodation payments  

vi Annuities 

To reduce means tested 

fees and increase the 

social security 

entitlements 

Individuals you have ample 

assets and wish to reduce 

their daily aged care fees 

while increasing their age 

pension entitlements  
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How Wealth Depot® Can Help You 

 

At Wealth Depot®, we understand that moving into an aged care facility can be a 

really hard and emotional decision and we are committed to support you and your 

family members in the best way that we can. In particular, we will work closely with 

you to:  

1. Helping you understand your needs and goals  

▪ Provide you and your family with a thorough overview of the aged care 

system in Australia  

▪ Help you and your family identify the important aged care, financial goals and 

objectives  

▪ Guide you through the steps needed to enter an aged care facility or obtain a 

home care package  

2. Analysing your financial circumstances and estimating your costs  

▪ Review your financial health and provide a snapshot of what assets and 

incomes are assessable under the aged care and social security tests  

▪ Provide you and your family with comprehensive explanations about the 

applicable fees and charges for aged care purpose 

▪ Estimate the applicable fees (accommodation and ongoing payments) that 

you and your family may be liable for when entering aged care 

▪ Evaluate and outline significant implications on your social security 

entitlements and care fees   

▪ Formulating strategies to help you optimise your payments and Centrelink 

benefit entitlements. At Wealth Depot®, we work closely with different 

business partners, who may help you meet your RAD requirement by different 

aged care products  

▪ Model your cash flow and asset position to demonstrate the potential  impacts 

of entering aged care/receiving home care on your future financial position 

3. Estate Planning   

▪ Ensure that your assets are distributed in accordance with your wish and in a 

tax effective manner  

4. Review  

▪ Review your financial needs and goals to identify any necessary amendments 

to your financial plan and strategies in a timely manner  
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Client Service Agreement  

 

For aged care planning, Wealth Depot® will receive remuneration for the work 

schedule as outlined below:  

 

 Data Collation and Analysis  

 Valuation of your assets and incomes   

 Estimation of applicable aged care fees and charges  

 Cash Flow Feasibility and management services  

 Recommendation of strategies for your aged care transition  

 Review your estate planning  

 Preparation of the Statement of Advice  

 Preparation of Centrelink Income & Assets Assessment Forms 

 Preparation of Aged Care Facility Application Forms 

 Assistance with analysis of Aged Care Facility Service Offerings 

 

Please note that this remuneration is paid to Wealth Depot® only. Should there be 

any requirement to collaborate the work of our strategic advisers (accountants, 

solicitors); a separated fee will be charged based on the services provided to you.  

 

We will provide you with our Client Value Promise and Letter of Engagement during 

your initial consultation before proceeding with the work schedule above. 
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✓ Startup and Co-Partner of a retail confectionery business, Chill Out, 

contracted to supply refreshments to Queensland State Government in Roma 
Street Parklands, Brisbane.  
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✓ Client Services Manager and Senior Manager of Goods and Service Tax 
(GST) division for Vicca Milligan Chartered Accountants including key note 
speaker at client, professional seminars and Queensland Government, Smart 
Business initiative.  
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