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1. Introduction 

This paper provides a brief overview of the aged care fees in residential aged care for clients moving into 
residential aged care from 1 July 2014 (subject to changes to assessment rules on the former house which 
underwent changes on 1 January 2016 and 1 January 2017). 
 
The cost of aged care may appear to be expensive, but considering that the person is paying for somewhere to 
live, all meals, electricity, cleaning and laundry services and people to look after them around the clock it may 
look more like value for money. The main complication is funding the accommodation cost and the increasing 
additional care fees. 
 
The rules for calculating fees are set by the government. How much a person pays will depend upon which 
residential service (facility) the person moves into, how much income they have, the value of their assets and the 
services they take up. 
 
The cost of the person’s accommodation is generally a private expense although government assistance may be 
available for clients with low levels of income and assets (low-means). If the person has an ACAT/ACAS approval 
and accepts a government-subsidised place, a large portion of the ongoing care costs are paid by the government. 
The more income and assets a person has, the more they may be asked to contribute towards the cost of their 
care.  
 
This paper provides an overview of the current cost of residential care, the types of fees that are payable. It does 
not cover all issues in relation to fees but is an introduction to the knowledge that advice professionals will need. 
 
The fees and thresholds used in this paper change on a regular basis and are current from 20 September 2019 to 
19 March 2020, except the MPIR which is current from 1 January 2020 to 31 March 2020. Updated rates are 
available from www.agedcare.health.gov.au for aged care and from www.humanservices.gov.au for Centrelink 
benefits. 

 
 

http://www.agedcare.health.gov.au/
http://www.humanservices.gov.au/


 

3 

 

Louise Biti, Director, Aged Care Steps Ageing clients, advice and ethics 

© Aged Care Steps, 2020 

 

2. The cost of permanent residential care (post 1 July 2014)  

This section covers the fees for clients who enter aged care on or after 1 July 2014. The fees payable by a 
permanent resident in aged care are divided into four categories: 
 

 

The fees match up to expense categories the person would have needed to pay if living in a private residence. In 
contrast to home care which can be an additional expense for a client, the fees for residential care largely replace 
the personal expenses that a client was paying when they lived in their own home. 

In this way, their income needs have changed and cash flow requirements will need to be adjusted. 

 
TIP The fees that can be charged to a resident and the rules around how the resident can 

be charged are heavily regulated by the government under the Aged Care Act 1997. 
You can refer to this Act at: 

 http://www.austlii.edu.au/au/legis/cth/consol_act/aca199757/ 

 
Accommodation payment 

It is important to note that the accommodation payment can vary from service to service. It is set by the service 
provider based on commercial factors. The service provider may charge the same price for all rooms or a different 
price for different rooms. 

Once set, the fee is published on the service’s own website as well as the government site 
www.myagedcare.gov.au  It is published as a lump sum (refundable accommodation deposit) and as the 
equivalent daily fee (daily accommodation payment).  

 

 

 

http://www.austlii.edu.au/au/legis/cth/consol_act/aca199757/
http://www.myagedcare.gov.au/
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Basic daily fee 

The basic daily fee is payable by all residents, whether in respite or permanent care. This rate indexes on 20 
March and 20 September in line with age pension changes. It is set at 85% of the basic single rate of age pension 
(ie the single pension before supplements are added) which is currently $51.63 per day. 

Means-tested fee (MTF)  

The cost of care is up to $252.20 per day. The person will pay part of this cost depending on affordability as 
measured by the “means-tested amount” (MTA). This is a formula that combines assessable income and assets to 
create a measure of daily affordability.  

The MTF payable is the amount that the MTA exceeds a threshold (currently $57.49) and is subject to an annual 
cap currently set at $27,754.52 (indexed) and a lifetime cap set at $66,610.90 (indexed). 

Additional service fees 

The service provider may choose to offer additional services packaged to the client for an additional services fee. 
The package may be optional or may be attached to the room and is not optional. This package could include 
items such as: 

 Choice of meals and wine/beer with meal 

 Access to services such as podiatrists or hairdressers  

 Newspapers 

 Foxtel etc. 

Additional service fees generally range from $10 a day to $150 a day but the average seems to be around $40-$60 
a day.  

 

3. The accommodation payment 

Accommodation payments are a contribution towards a person’s aged care accommodation costs. If covers the 
room and access to amenities. 

Published rates 

Each accredited residential service sets the payment (or range of payments) and publishes these amounts on their 
own website as well as on myagedcare.gov.au. 

The published rate is the maximum that the service can charge, but some providers may be willing to negotiate a 
lower amount. Services cannot negotiate to accept payments higher than the published rate.  

Services can self-assess the price they set for accommodation based on commercial factors. If they want to charge 
more than $550,000, they need approval from the Aged Care Pricing Commissioner and must justify that the price 
represents a higher standard of accommodation.  

http://www.myagedcare.gov.au/
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Choice of lump sum or daily payment or combination 

The accommodation payment is specified in the Resident Agreement which the person moving into care will be 
asked to sign, usually before becoming a permanent resident.  

The Resident Agreement will specify the accommodation payment as both a lump sum (called a refundable 
accommodation deposit – RAD) and the equivalent daily accommodation payment (DAP). This is a bit like 
choosing to either “buy” or “rent” the room. 

The conversion of the RAD into a DAP is based on an interest rate (called the maximum permissible interest rate – 
MPIR) set by the government. This rate changes each quarter but is fixed as the amount that applied when the 
Resident Agreement was signed. The rate from 1 January 2020 to 31 March 2020 is 4.91% per annum.  

Once the person is accepted as a permanent resident, interest (DAP) starts applying on any accommodation 
payment that was agreed but remains unpaid as a RAD. The person can choose to either keep paying this DAP or 
pay all or some of the RAD. They have 28 days after moving into care to decide which option to pay. This gives 
residents time to seek advice on how to structure investments to meet cashflow and protect their estate.  

RAD is fully refundable and guaranteed 

The RAD is fully refundable when the client leaves care (or dies), unless the client has allowed the service provider 
to deduct other fees (ie part has been spent). The guarantee does not apply to non-approved services such as 
supported residential services/facilities or independent living units and serviced units in retirement villages. 

Repayment is guaranteed by the Federal Government provided the service provider is approved under the Aged 
Care Act. Always get the client to check that the service is operated by an approved provider – ask to see their 
approval certification or check details of the service on the myagedcare.gov.au website.  

Low-means residents may receive concessions  

If a person has low income and assets they may qualify as a “low-means resident” and the government will help 
to pay for their accommodation in addition to subsidised care 

Accredited aged care services need to hold a certain number of beds for low-means residents. However, with 
some providers it may be difficult to secure a place as low-means, especially if they have already filled their 
quotas and are not interested in exceeding them. Some providers may only offer low-means residents a shared 
room. With other providers there is no difference in the place in the waiting queue or the room offered for a low-
means or full-RAD paying resident. It is important for clients to understand any implications of applying as low-
means. 

A person will be assessed as low-means if their MTA is lower than the amount set as the “maximum 
accommodation subsidy” (MAS) that is payable to any service.  

A low-means resident will not lose their low-means status if financial circumstances change after the move 
(unless they move to a new provider), but the amount they are asked to contribute can be adjusted each quarter 
in line with affordability (MTA) changes. The most they will be expected to pay is the accommodation subsidy that 
applies to their service provider.  
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4. Means-tested amount (MTA) 

When a client is looking to enter residential care they need to determine how much they will be asked to pay for 
care. This is where the means-tested amount (MTA) is important as it is a measure of affordability. 

The MTA is calculated by DHS based on a client’s income and assets to determine whether they can afford the 
published accommodation payment (as daily rate which can then be converted to lump sum) as well as the 
amount of ongoing care fees. 

MTA calculation 

Clients who receive a means-tested payment from Centrelink or Veterans’ Affairs (DVA) will have their MTA 
calculated based on records held on file for pension purposes. If these clients own a home, they will need to 
complete the Residential Aged Care Property details for Centrelink and DVA customers (SA485) form. Non-
homeowners do not need to complete any further forms. 

Self-funded clients or those who only receive a non-means tested payment need to provide financial details to 
DHS by completing the Residential Aged care Calculation of your cost of care form (SA457). 

The timing of lodging any forms and how the forms are completed needs to be done carefully to avoid problems, 
especially for couples. It is important that clients who receive a means-tested payment ensure all details held by 
Centrelink or DVA are up to date and have been updated in last 2 years. 

The MTA formula 

The formula below is used by the Department of Human Services (DHS) to calculate a client’s MTA. It is really two 
separate formulae (one to calculate income amount and one to calculate asset amount) combined into an overall 
formula.  
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TIP If the client is a member of a couple the assessable income is combined income of 

both partners. The person moving into care is allocated half of the total and this is 
applied against the couple income-free threshold. 

Note that 364 is deliberately used in this formula, as 26 fortnights times 7 days equals 364 days in year. This 
avoids rounding differences. 

If the MTA is more than the MAS (currently $57.49) the client is not a low- means resident and will need to pay 
the market rates published by the service provider unless the provider is willing to accept a lower amount. 

Assessment of the former home 

A client’s home may have an impact on their MTA calculation. The rules for how the former home are assessed 
are different for aged care calculations than for means-testing for Centrelink or DVA payments. 

If a client moves into residential care, their former home will remain an exempt asset when calculating the MTA if 
a protected person still lives in the home. A protected person is defined as: 

 A spouse 

 A dependent child under age 18 (or under age 25 and in full-time study) for whom the client is the legal 
guardian 

 A close family member who has lived in the home for at least five years and qualifies for income support 
at the time of assessment 

 A carer who has lived in the home for at least two years and qualifies for income support at the time of 
assessment.  

If none of these people are living in the home (or they cease to continue living in the home or the carer or close 
relative no longer receive an income support payment) the home is assessable as an asset but only at a capped 
value. Currently this capped value is $169,079.20. The capped value will continue to apply even if the full value of 
the home becomes an assessable asset under the Centrelink assets test rules. 

If the home is rented the rental income is assessable income for the MTA calculation unless the person moved 
into permanent care before 1 January 2016 and is paying some of their accommodation cost as a DAP (or DAC if a 
low-means resident).  

If the home is owned by one or both members of a couple and both have moved into care the value of the home 
is assessable unless another protected person remains in the home. Each person is allocated half of the home’s 
total market value and this amount is included in their MTA but only up to the capped value each. Rental income 
is also split.  
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5. How Aged Care Steps helps 
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6. Case study calculations 
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7. Rates chart 
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