
By Sean Howard, Technical Services Manager

On 12 September 2024 the Government responded to the 
Aged Care Taskforce and introduced the Aged Care Bill 2024 
into Parliament. The aged care reforms will make significant 
changes to the cost of residential aged care and home care from 
1 July 2025.
In this month’s article, we answer the most common questions Challenger Tech 
has received from advisers about the aged care reforms. There are thresholds used 
throughout this article which will be subject to routine indexation by 1 July 2025. 
Where available, we have used current thresholds and where not available, we have 
used thresholds quoted in Government material.

The answers below are based on our understanding of the information to date, 
noting that over time there will be a released of further information. It is also worth 
noting that the proposed measures have not yet been legislated and may be subject 
to change as the Bill progresses through Parliament. 

How will grandfathering work for residential aged care?

Existing aged care residents on 30 June 2025 will have their current fee 
arrangements grandfathered until they leave care. The changes to accommodation 
payments from 1 July 2025 including the retention amount and indexation of the 
DAP will not apply to existing residents.

It is unclear how grandfathering will work for existing aged care residents on 30 June 
2025 who change aged care facilities from 1 July 2025. This detail is not in the new 
Aged Care Bill 2024 and we will need further information with progression of time 
on this aspect. 

How will the retention amount be calculated?

The retention amount will be calculated daily at a rate of 2% p.a. on the refundable 
accommodation deposit (RAD)/refundable accommodation contribution (RAC) 
balance. The retention amount cannot be deducted more than once per month or 
after 5 years from the date the RAD/RAC was first paid.

Challenger
Tech
NOVEMBER 2024

For adviser use only

Aged Care reforms FAQ



2

If the daily accommodation payment (DAP)/daily accommodation contribution (DAC) 
is deducted from the RAD/RAC balance, retention amounts will be calculated on the 
reducing balance. Retention amounts deducted from the RAD/RAC balance will not 
reduce the calculation of the amount.

How is the DAP going to be indexed?

The daily accommodation payment (DAP) will be indexed twice per year on 20 March 
and 20 September in line with changes to the consumer price index. The DAP will 
continue to be calculated using the maximum permissible interest rate at the date 
of entry. 

The daily accommodation contribution for low-means residents will not be subject to 
indexation as it will continue to be calculated based on the resident’s means.

Are RADs still being phased out under the new rules?

The Government will commission an independent review of sector readiness in 2029-
30 to confirm the sector’s financial state and access to capital before considering 
phasing out RADs by 2035.

The review will consider:

•	 financial performance of the aged care sector, including reliance on RADs for 
capital raising,

•	 the impact of steps taken since the conclusion of the Aged Care Taskforce,
•	 capital financing arrangements, including for rural and remote providers,
•	 the impact of the RAD phase out on affordability for residents and,
•	 if the RAD phase out is recommended, a path to an orderly transition.

What is the Hotelling Supplement Contribution?

The Hotelling Supplement Contribution (HSC) is an additional amount payable 
for everyday living costs in residential aged care. The HSC will be payable when 
assessable assets exceed $238,000 or, if assets are less than $61,500, assessable 
income exceeds $95,400 p.a. up to a daily limit of $12.55.

The HSC will be calculated as 7.8% of assessable assets over $238,000 or 50% of 
assessable income over $95,400 p.a. (or a combination of both). Assessable assets 
and assessable income will be the same as that assessed for aged care purposes 
under the current rules.	

Example

Yvonne is single, 85 years old and has been approved for residential aged care. She has 
$250,000 invested in term deposits and $10,000 of personal assets. She receives the 
maximum rate of Age Pension of $29,754.40 p.a. What is the calculation of her HSC? 

Assets-tested amount

Total assessable assets:  
$250,000 + $10,000 = $260,000

Assets-tested amount: 
�($206,039.20 - $61,500) x 17.5% = $25,294.36 
($260,000 - $238,000) x 7.8% = $1,716 
$25,294.36 + $1,716 = $27,010.36
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Income-tested amount

Deemed income from term deposits: 
($250,000 - $62,600) x 2.25% + $62,600 x 0.25% = $4,373

Assessable income from Age Pension1:  
$29,754.40 - $1,164.80 - $366.60 = $28,223

Total assessable income: 
$4,373 + $28,223 = $32,596

Income-tested amount: 
$32,596 < $33,735 = $0

Means-tested amount = ($27,010.36 + $0) / 364 = $74.20

Hotelling Supplement Contribution = $74.20 - $69.492= $4.71 p.d.

How will residents be means tested for residential aged care 
under the new rules?

The means-tested care fee will be replaced by a non-clinical care contribution 
(NCCC) for residential aged care from 1 July 2025. The NCCC will be payable when 
assessable assets exceed $502,981 or, if assets are less than $61,500, assessable 
income exceeds $131,279 p.a. up to a daily limit of $101.61.

The NCCC will also have a lifetime limit where it will be no longer payable if:

•	 the resident has been in care for over four years; or
•	 the resident has paid $130,000 (indexed) in total NCCCs.

The NCCC will be calculated as 7.8% of assessable assets over $502,981 or 50% of 
assessable income over $131,279 p.a. (or a combination of both). Assessable assets 
and assessable income will be the same as that assessed for aged care purposes 
under the current rules.

Example

Caroline is single, 85 years old and has been approved for residential aged care. 
After paying a RAD of $750,000 she will have $100,000 invested in term deposits 
and $10,000 of personal assets. She receives the maximum rate of Age Pension of 
$29,754.40 p.a. What is the calculation of her NCCC? 

Assets-tested amount

Total assessable assets:  
$750,000 + $100,000 + $10,000 = $860,000

Assets-tested amount: 
�($206,039.20 - $61,500) x 17.5% = $25,294.36 
($296,566.67 - $238,000) x 7.8% = $4,568.20 
($860,000 - $502,981) x 7.8% = $27,847.48 
$25,294.36 + $4,568.20 + $27,847.48 = $57,710.04

1	 Excludes Minimum Pension Supplement and Energy Supplement. 
2	 Maximum Accommodation Supplement
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Income-tested amount

Deemed income from term deposits: 
($100,000 - $62,600) x 2.25% + $62,600 x 0.25% = $998

Assessable income from Age Pension3:  
$29,754.40 - $1,164.80 - $366.60 = $28,223

Total assessable income: 
$998 + $28,223 = $29,221

Income-tested amount: 
$29,221 < $33,735 = $0

Means-tested amount = ($57,710.04 + $0) / 364 = $158.54

Non-clinical care contribution = $158.54 - $69.494- $12.555= $76.50 p.d.

How does grandfathering work for existing home care 
recipients?

Grandfathering arrangements for existing home care recipients will be separated 
into fees and funding with the relevant dates being 12 September 2024 and 30 June 
2025 respectively.

Existing Home Care Package recipients on 12 September 2024 who do not currently 
pay an income-tested care fee will continue to pay no fees under the Support at 
Home Program. 

Existing Home Care Package recipients on 12 September 2024 who currently pay an 
income-tested care fee will pay the lower of the new fees and their current fees from 
1 July 2025 and then pay the new fees under the Support at Home Program from 
1 July 2027. 

These grandfathering arrangements for fees will also apply to individuals who were 
in the National Priority System or assessed as eligible for a Home Care Package on 
12 September 2024.

Existing Home Care Package recipients on 30 June 2025 will receive the same 
funding from 1 July 2025. If these recipients require higher funding they will need 
to be reassessed under the Support at Home program at a higher classification 
funding level.

How will recipients be means tested for home care under the 
new rules?

The income-tested care fee will be replaced by a percentage contribution for home 
care services from 1 July 2025. The percentage contribution will depend on the type 
of service and pensioner status of the recipient.

Clinical care Independence Everyday living

Full pensioners

0%

5% 17.5%

Part-pensioners and 
Commonwealth 
Seniors Health Card 
holders

5% - 50 % 
depending on 
assessable income 
and assets

17.5% - 80% 
depending on 
assessable income 
and assets

Self-funded retiree 50% 80%

3	 Excludes Minimum Pension Supplement and Energy Supplement
4	 Maximum Accommodation Supplement
5	 Maximum Hotelling Supplement
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Independence and everyday living services for part pensioners and Commonwealth 
Seniors Health Card holders will be means-tested as follows6:

Step 1: �Work out the income reduction amount  
(Assessable income - income free area) x 50%

Step 2: �Work out the assets reduction amount  
(Assessable assets - assets limit) x 7.8%

Step 3: �Work out the maximum reduction amount  
(Income limit - income free area) x 50%

Step 4: �Work out the input contribution rate  
(Greater of Step 1 and 2 / Step 3)

Step 5: �Work out the percentage contribution  
Independence (Step 4 x 0.45 + 5%) Everyday living (Step 4 x 0.625 + 17.5%)

Single Couple

Income  
free area

$5,512 p.a. $9,672 p.a.

Income limit $95,400 p.a. $152,640 p.a.

Assets limit Homeowner Non-
homeowner

Homeowner Non-
homeowner

$314,000 $566,000 $470,000 $722,000

Unlike residential aged care, assessable income and assessable assets for home care 
will be the same as that assessed for Centrelink purposes.

The Department of Health and Aged Care provides the following example

Brett is single, homeowner and has been approved for home care. He has $26,000 
p.a. of assessable income and $350,000 of assessable assets. He receives a part Age 
Pension of $18,779.80 p.a. What is the calculation of his percentage contribution?

Income reduction amount 
($26,000 - $5,512) x 50% = $10,244

Assets reduction amount 
($350,000 - $314,000) x 7.8% = $2,808

Maximum reduction amount 
($95,400 - $5,512) x 50% = $44,944

Input contribution rate 
$10,244 / $44,944 = 0.2279 
0.2279 x 100 = 22.79%

Percentage contribution

Independence: 22.79% x 0.45 + 5% = 15.26% 
Everyday living: 22.79% x 0.625 + 17.5% = 31.75%

What is the Restorative Care Pathway?

The Restorative Care Pathway will replace Short-Term Restorative Care (STRC) from 
1 July 2025. STRC provides services to reverse or slow functional decline to delay 
or avoid long term care. STRC can be provided for up to 8 weeks in the individual’s 
home, an aged care facility or both.

The Restorative Care Pathway will provide similar services to STRC however, will be 
provided for up to 12 weeks with an additional 4 weeks extension. Existing STRC 
recipients on 30 June 2025 will receive the same service level from 1 July 2025.

6	 Centrelink thresholds as at 1 July 2024
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The information in this article is current as at 1 November 2024 unless otherwise specified and is provided by Challenger Life Company Limited 
ABN 44 072 486 938, AFSL 234670 (Challenger, our, we), the issuer of the Challenger annuities (Annuity(ies)) and Challenger Retirement and Investment 
Services Limited ABN 80 115 534 453, AFSL 295642 (CRISL). The information in this article is general information and is intended solely for licensed 
financial advisers or authorised representatives of licensed financial advisers, and is provided to them on a confidential basis. It is not intended to constitute 
financial product advice. This information must not be distributed, delivered, disclosed or otherwise disseminated to any investor, without our express 
prior approval. Investors should consider the applicable Annuity Target Market Determination (TMD) and Product Disclosure Statement (PDS) available at 
challenger.com.au and the appropriateness of the applicable product to their circumstances before making an investment decision. This information has 
been prepared without taking into account any person’s objectives, financial situation or needs. Neither Challenger and/or CRISL, nor any of its officers 
or employees, are a registered tax agent or a registered tax (financial) adviser under the Tax Agent Services Act 2009 (Cth) and none of them is licensed 
or authorised to provide tax or social security advice. Before acting, we strongly recommend that prospective investors obtain financial product advice, 
as well as taxation and applicable social security advice, from qualified professional advisers who are able to take into account the investor’s individual 
circumstances. Each person should, therefore, consider its appropriateness having regard to these matters and the information in the TMD and PDS for 
the applicable Annuity before deciding whether to acquire or continue to hold the product. A copy of the TMD and PDS is available at challenger.com.au 
or by contacting our Adviser Services Team on 13 35 66. Any examples shown in this article are for illustrative purposes only and are not a prediction or 
guarantee of any particular outcome. Age Pension benefits described in this article will not apply to all individuals. Age Pension outcomes depend on an 
individual (or couple’s) personal circumstances and may change over time. This article may include statements of opinion, forward looking statements, 
forecasts or predictions based on current expectations about future events and results. Actual results may be materially different from those shown. This 
is because outcomes reflect the assumptions made and may be affected by known or unknown risks and uncertainties that are not able to be presently 
identified. Challenger and CRISL relied on publicly available information and sources believed to be reliable, however, the information has not been 
independently verified by Challenger and CRISL. While due care and attention has been exercised in the preparation of this information, Challenger and 
CRISL gives no representation or warranty (express or implied) as to its accuracy, completeness or reliability. The information presented in this article is not 
intended to be a complete statement or summary of the matters to which reference is made in this article. To the maximum extent permissible under law, 
neither Challenger, CRISL, nor its related entities, nor any of their directors, employees or agents, accept any liability for any loss or damage in connection 
with the use of or reliance on all or part of, or any omission inadequacy or inaccuracy in, the information in this article.
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Contact details

�Visit challenger.com.au

Call Challenger Tech team 1800 176 486
(during Sydney business hours)

Email challengertech@challenger.com.au

By mail Challenger Life Company Limited
Reply Paid 3698, Sydney NSW 2001

What is the Assistive Technologies and Home Modifications 
Scheme?

The Government will introduce an Assistive Technologies and Home Modification 
(AT-HM) Scheme from 1 July 2025. The AT-HM Scheme will provide funding at 
increasing tiers for individuals to access assistive technology and home modifications 
without needing to save from their budget.

Funding tier Amount

Low Under $500

Medium Up to $2,000

High Up to $15,000

The Government is working on a detailed list of items that the AT-HM Scheme will 
cover and wraparound supports to ensure items are used safely and effectively.
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