AN AGED CARE MISTAKE THAT
COULD COST YOU THOUSANDS

Aged care is fast becoming one of Australia’s biggest industries, with an
annual budget topping S50bn.

The scale of the challenge was laid bare this week, with the federal
government set to spend S1bn just to fund basic support like showering,
dressing and continence care.

Yet the real problem isn’t just cost — it’s complexity.

Aged care is no longer a simple fee, or even a straightforward mix of
charges. There are five separate components to navigate. First is the
accommodation payment, which can be paid as a lump sum (a
Refundable Accommodation Deposit or RAD), a daily payment (DAP), or
a blend of both. Second is the basic daily fee, which everyone pays.

After that, the fog rolls in. There’s a hotelling fee and a non-clinical care
contribution — both means-tested — covering everyday living costs and
support. Then comes the higher everyday living fee for extras like
entertainment subscriptions or a glass of wine with dinner. It’s little
wonder families feel overwhelmed.

At some point in almost everyone’s aged care journey, they are handed a
37-page document with the words, “You need to fill in this form,”
delivered in a tone that suggests it’s compulsory. It calculates your
means-tested fees and is packed with financial questions. Hospital
discharge planners, assessors and even aged care homes will tell you it
has to be done.

It doesn’t: completing it is a choice. And for many Australians, it can be
an expensive mistake.

The means test is a layered formula, with six levels of income
assessment and six levels of asset assessment, the results then added
together.

On the surface, the 37-page form looks manageable. It asks for familiar
information: your home, bank accounts, super and investments. For
retirees with straightforward finances, it may be relatively painless. But



for others, the complexity escalates quickly. Tick a box for an investment
property, family trust or private company and the paperwork explodes.

For many self-funded retirees, that means paying an accountant to
assemble it all, just as costs are already mounting. And in many cases,
the outcome is already locked in. The means test assesses both income
and assets to determine your contribution. While there are thresholds
and caps, the broad reality is that once your assessable assets are around
Sim you are likely to be paying the maximum.

Then there’s another quirk. The RAD is counted as an assessable asset,
even though your home usually isn’t.

So, a retiree who pays a $750,000 deposit and retains $250,000 in other
investments is effectively assessed as having S1m in assets. The result?
Even someone receiving a full age pension can find themselves paying
the maximum means-tested fees.

For those in this position, completing the 37-page form may change
nothing. I’m not suggesting the means assessment should be ignored
entirely. For full age pensioners with limited assets and simple financial
arrangements, completing the form is often worthwhile, and in some
cases necessary. If you are claiming to be of low means, the assessment
is compulsory. And where your information is already held by Services
Australia, the exercise may involve little more than confirming existing
details.

Aged Care guru Rachel Lane says for part-pensioners and self-funded
retirees, a pragmatic question arises: If it is clear you will pay the
maximum means-tested fees regardless, choosing not to complete the
assessment is a legitimate option.

She explains that many aged care homes will offer cost estimates before
you enter care. If that opportunity arises, take it - but make sure those
numbers reflect not just your financial position now, but how those costs
will change if your circumstances change. Otherwise, you can use the
cost estimator on the MyAgedCare website. In either case, knowing the
outcome before filling in the forms is a smart move.

Ultimately, the means test is just a formula. It produces the same answer
regardless of how much effort goes into the working. In a system this
complex, the smart move is recognising when the outcome is already
set, and not wasting time, money and energy trying to change it.



