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Aged Care Advice — RADs explained

What is a RAD?

A refundable accommodation deposit (RAD)
is effectively an interest-free loan to a
residential aged care service. It pays for your
accommodation and entitles you to live in the
aged care service.

How are RAD prices set?

To set the RAD prices the care provider may
consider:

 the market price of property in the area, and
+ the quality of the accommodation they offer.

The provider may offer the same RAD for

all rooms or charge different amounts for
different rooms. In some cases the provider
may agree to a price lower than the published
rate based on your level of assessable
income and assets, ie your capacity to pay.

Do | have to pay a lump sum?

No. When you check the websites you
will see a lump sum RAD and how much
this converts to as a daily accommodation
payment (DAP). You can choose whether
you want to pay the lump sum or the daily
payment.

Do | get my money back?

Yes. The full amount paid is refunded to you or
your estate when you leave. However, if you
have allowed the care provider to deduct any
of your daily fees from the RAD the amount
refundable is reduced by this amount.

How much can | expect to pay?

The average size RAD can vary in city and
regional areas. It is not uncommon to see RADs
in the vicinity of $350,000 to $550,000. Providers
need government approval to charge more than
$550,000.

You are able to check the published RADs

by going to the provider’s website or to the
government site www.myagedcare.gov.au/find-a-
provider. The published rates are the maximum
the provider can ask you to pay.

When do | need to make the payment
choice?

Once you are offered a place you will agree on
the amount of the accommodation payment.
This is recorded in your Resident Agreement as
a lump sum RAD and a daily payment (DAP).
You will have 28 days after moving in to let the
aged care service know which payment option
(or combination) you are planning to use.

If you choose a DAP, you are able to change
your mind at any time and pay the RAD.
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Is my money at risk if a RAD is paid?

No. There are strict regulations concerning
RADs and safeguards are in place. RADs are
also government guaranteed (if the service

is subsidised by the Federal Government). In
the unfortunate event that your service goes
into liquidation and is unable to return your
RAD, the government will step in and pay it
to you. This has already occurred on several
occasions.

Can someone else pay my RAD?

Be careful. The RAD will be considered your
money and can increase other fees. It will
also go back to your estate. Always seek
advice first.

When is my RAD refunded?

If you leave care, the RAD you paid (less any
daily fees deducted) will be refunded to you

or your estate. If you have passed away, once
your executor shows probate to the aged care
provider they have 14 days to refund the RAD.
The service will pay interest from the date you
leave care or pass away until the date it is
refunded at the lowest deeming rate plus 2%. If
they are late with the payment a higher penalty
interest applies.

Can a RAD improve my age pension?

RADs are considered exempt assets by
Centrelink and Veterans’ Affairs. This means
that the money tied up as a RAD will not affect
the amount of your age pension. However, it
does count as an assessable asset when the
calculation of your means-tested daily care fee
is done. It is important to make sure that you
have enough cashflow without access to the
amount paid as a RAD to cover your fees and
other personal expenses.
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IMPORTANT INFORMATION: The information contained in this publication is based on
the understanding Aged Care Steps Pty Ltd ABN 42 156 656 843 (AFSL 486723,
registered tax (financial) advisers 25581502) has of the relevant Australian legislation as
at August 2020. This information contains general information and may constitute
general advice. Any advice in this communication has been prepared without taking
account of individual objectives, financial situation or needs. It should not be relied upon
as a substitute for financial or other specialist advice. Before making any decisions on
the basis of this communication, you should consider the appropriateness of its content
having regard to your particular investment objectives, financial situation or individual
needs. We recommend that you see a registered tax agent or legal adviser prior to
implementing any recommendations that you may make based on the information
contained in this publication.
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