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Introduction to Volume 2

In this volume, we focus on the current aged care system. We outline the key structures
and services within the current system. We identify circumstances where older people
have had difficulty in accessing those services. We consider the standard of aged care,
and the circumstances in which it falls short. Building on that, we identify systemic
problems in Australian aged care.

Central to this volume is our obligation, under our Terms of Reference, to inquire into:

the quality of aged care services provided to Australians and the extent to which those services
meet the needs of people accessing them, the extent of substandard care being provided,
including mistreatment and all forms of abuse, the causes of any systemic failures, and any
actions that should be taken in response.!

This, our Final Report, is generally about the future: tomorrow, a decade from now, twenty
years from now, and beyond. It is about setting a course for a new aged care system.

It is also about recognising the complex interconnections between the many elements

of the aged care system and between the aged care system and other systems.

Volume 3 of this report focuses on solutions —our recommendations for action in response
to the problems we identify. To arrive at those recommendations, we need to understand
the aged care system as it exists today, including the problems in the system. That is the
purpose of this volume.

The problems we identify in this volume are widespread, and hence systemic. Our focus
is not on simple error. We have heard about failures in the delivery of aged care caused
by accident, mistake and human error. These may occur in any system despite excellent
governance and systemic design, good policy, thorough training, adequate staffing and
the best of intentions. Isolated errors may result in unnecessary suffering, even tragedy,
but they are not the primary focus of our inquiry.

Systemic failures are serious and recurrent failures: they stem from problems inherent in
the system. They may be caused by faults embedded in its structural design, or the lack
of any discernible design. They may be caused by funding, policy, cultural or operational
issues. Commissioner Briggs notes they may also be caused by a lack of focus on
purpose, values and mission. The common characteristic of the problems we identify

is that, in our view, they significantly and consistently contribute to the system failing

to deliver high quality care and support to older people.

Systemic problems must be thoroughly understood if they are to be effectively corrected.
It is possible to simply list every error or fault. But faults are not necessarily causes, let
alone the root causes of systemic failures. Issues identified as problems or failures may
be the inescapable results of government policy decisions and under-funding. Poor policy,
honestly and diligently administered, may cause serious but unintended consequences.
Persisting with poor policy, in ignorance of its effect or in the face of clear evidence

of its failure, is another matter.
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Competing interests and needs converge within the aged care system. What is needed

is a deep understanding of —and, at times, empathy for—the difficulties experienced

by various actors within the system, while remembering that the system’s pre-eminent
purpose is to facilitate high quality, safe and compassionate care for older people.
Commissioner Briggs observes that it should not, of course, be forgotten that all providers
of aged care have particular responsibilities to provide high quality and safe aged care,
and they need to attend to those responsibilities vigilantly.

This volume concentrates necessarily on negatives but not everything about Australia’s
aged care system is bad. It is important to bear in mind the many good things done,
frequently by carers within the system who labour for relatively little reward, doing the
best they can. We heard from Ms EA, whose partner, Ms EB, suffered from younger
onset Alzheimer’s disease. Ms EA paid honour to the thoughtful and sensitive care

that Ms EB received. Ms EB’s statement was motivated by a desire, and a conviction
that Ms EA would share this desire, ‘to contribute to building the knowledge of the
Royal Commission about what good care and good work looks like’.?

Ms Elsie Scott described how her residential care was not provided in a bulk institutional
setting but in one of several individual houses, each with a small number of people living
together: ‘I live here, happily, because | am just old. | turn 90 this year, with gratitude’.®
In her view, the familial form of residential care she enjoyed is ‘light years ahead in
concept and reality’.*

We also heard from aged care workers who were passionate about their work and
genuinely respected and cared for the people they supported. Ms Sharai Johnson, Aged
Care Coordinator at Larrakia Nation Aboriginal Corporation in the Northern Territory,
described the personal rewards she experienced when one of Larrakia Nation’s social
support programs produced positive outcomes for their clients with dementia:

And what we’ve found with clients of ours who have dementia is taking them out of their
homes into public places or places that would be fairly familiar to them and it brings
back positive memories of theirs that they wouldn’t generally discuss on a daily basis.
So reminiscing about things in their past, people that they have met, being in a certain
place could remind them of what they were doing at a certain time in their lives. It has
been a wonderful experience to watch a lot of our clients show positive—positive signs.
So that’s because we have had such a positive outcome in doing that that’s something
that we are now providing regularly and it has been great.®

Ms Michelle McCall, Aged and Disability Program Manager at Larrakia Nation Aboriginal
Corporation, agreed. She said that the social support program had resulted in a ‘stark
improvement’ in an older person who had previously displayed significant complex
behaviour on a daily basis: ‘we can’t remember the last time that client actually had

a complex behaviour issue’.®
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We are profoundly grateful for the opportunity to learn from the direct experiences of older
people, their families and carers, and aged care workers. These positives, set in balance
with the negatives, provide an encouraging start to building a better system. They are
concrete examples of what works well. The formulation of practical recommendations
depends on developing insights into how aged care can work better. That is the purpose
of this volume.

It is necessary for us to focus on problems in the aged care system from different
perspectives. In Chapter One, we describe the current aged care system and identify
key changes since the inception of this current system in 1997. This is a descriptive
chapter, providing the context for the following chapters and the report as a whole.

In Chapter 2, we describe problems older people and their carers have in accessing the
care and support they need. The ability to access the aged care system is a prerequisite
for receiving high quality care. Here, we identify three areas where there are problems of
access. First, different parts of the aged care system are difficult to access. This includes
difficulties: entering aged care through My Aged Care; accessing the right type of home
care services when it is needed; problems accessing respite care; and problems accessing
allied health across the system. Second, we identify inequities of access for people with
diverse characteristics, backgrounds and experiences, including people in regional, rural
and remote Australia and Aboriginal and Torres Strait Islander people. Third, we look at
issues of access that are dependent on other systems and programs, such as health care
or disability services.

In Chapter 3, we outline our conclusions about the nature and extent of substandard care.
We give voice to the personal experiences of people who have provided and received care
to understand the common stories of the substandard care they receive. This can include
abuse and inappropriate use of restrictive practices. It can also occur in the provision

of complex care, such as dementia care, mental health care and palliative and end-of-

life care. We also identify the nature of poor care in routine care, such as in the care for
wounds, oral health, and food and nutrition. We then turn to exploring what the available
data can tell us about the extent of substandard care. The data is variable, inconsistent
and often of poor quality. It does not build on a clear understanding of substandard or
high quality care. Viewed as a whole, however, it tells a story of unacceptably high levels
of substandard care. We conclude that the number of people who have experienced
substandard care is inexcusably high.

In Chapter 4, we identify the contributing factors to poor quality and safety in the current
system. We outline numerous systemic problems in the aged care system, in the areas
of funding and finance, system governance and leadership, workforce, culture, policy,
and interactions with other systems. The extent of these problems necessitates a
comprehensive overhaul of the aged care system. The existing piecemeal approach

is not sufficient.

The aged care system exists to provide care for people in older age: our grandparents,
parents, partners, wives and husbands, our entire extended family and friends,
and, ultimately, ourselves and our descendants. It can, and must, be better.
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1. The Current System

1.1 Introduction

The Australian aged care system provides subsidised care and support through a range
of services to older people. It has evolved over time, including during our inquiry. Some
changes to the system have been far-reaching and others incremental, but all have
contributed to the piecemeal development of the aged care system. It is evident that
the current system is complex and difficult to navigate. These factors have hindered the
smooth administration of the system. They have made it more difficult to provide high
quality and safe services. Critically, they have operated as a barrier to those seeking

to access aged care services.

The Interim Report and Background Paper 2 discuss in detail the demographic factors
affecting aged care. In summary, the aged care sector is facing an ageing population
with increasing frailty. Australians are living longer than ever before. It is projected

that the number of Australians aged 85 years and over will continue to increase,

from 515,700 in 2018-19 (2.0% of the Australian population) to more than 1.5 million
by 2058 (3.7% of the Australian population).’

Although the projected increases are significant, it is important to note that the rates of
increase in the absolute number of Australians aged 85 years and over, and in the share

of the Australian population aged 85 years or older, will both be lower in the next 40 years
than in the last 40 years. The share of the Australian population aged 85 years or older will
increase by 83% in the next 40 years, compared with 216% in the last 40 years. Hence,
although the magnitude of population ageing is such that there will have to be significant
adjustments to the Australian economy and systems that support older people over the
next 40 years, the size of these are unlikely to be any greater than those that have occurred
over the last 40 years.?

In 2019, there were 4.2 working age (15-64 years) people for every Australian aged 65
years or over. By 2058, this will have decreased to 3.1.3 This decline has implications not
only for the financing of the aged care sector, but also for the aged care workforce. There
will be relatively fewer workers available to pay taxes to fund the aged care system and
to meet the growing demand for services.* Again, although this is a significant change,

it is not insurmountable. In particular, the magnitude of the decrease over the next four
decades is smaller than that which occurred over the last four decades, noting that the
ratio of working age people to Australians aged 65 years or over was 7.0 in 1978.°

With advanced age comes greater frailty. Older people are more likely to have more than
one health condition (comorbidity) as their life expectancy increases.® As the population of
older people increases, more people are expected to have memory and mobility disorders.
About 550,000 to 559,000 Australians are expected to be living with dementia by 2030
compared to the estimated 400,000 to 459,000 Australians who were living with dementia
in 2020.” These changing demographics, together with changes in the patterns of disease
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and dependency, and in the expectations of older people and society, will affect the future
demand for aged care in a number of ways, including: the length of stay in residential aged
care; the type of care that will be required; the increase in care needs; the demand for

a variety of care choices; and the desire of older people to remain in their own homes

for as long as possible.

Our report is necessarily focused on the future. But to appreciate the recommendations
we make, it is necessary to understand the aged care system as it existed during our
inquiry, and how it came to be what it is. In this chapter, we describe the fundamental
elements of the current aged care system. In the rest of this volume, we turn our attention
to deficiencies and systemic flaws in the current system.

1.2 What is aged care?

Aged care is not a single service. It is a large and complex system that includes a range
of programs and policies designed to support older people.? It is one of Australia’s largest
service industries and represented more than 1.6% of the gross domestic product in
2018-19.° In that year, services were delivered to around 1.3 million people through over
3200 aged care providers.' In 2016, there were over 366,000 paid workers and 68,000
volunteers in the sector.

The care that is provided ranges from low-level support to more intensive services.
Aged care includes:

¢ assistance with everyday living activities, such as cleaning, laundry,
shopping, meals and social participation

e equipment and home modifications, such as handrails
e personal care, such as help getting dressed, eating and going to the toilet
¢ health care, including nursing and allied health care

¢ accommodation.

Aged care is provided in people’s homes, in the community and in residential aged care
settings. People commonly think of nursing homes, or residential care, when they think
about aged care.' While the bulk of the aged care budget is spent on residential aged
care, more than two-thirds of people using aged care services do so from home.'

Aged care services are funded by the Australian Government, the States and Territories
and by individuals. Australian Government outlays include expenditure administered by
the Department of Health (home support, home care, residential aged care, flexible care)
and the Department of Veterans’ Affairs (Veterans’ Home Care and Community Nursing).
In 2018-19, which is the last year for which all data is currently available, a total of $27.0
billion was spent on aged care, including $19.9 billion by the Australian Government (see
Table 1). This means that total expenditure on aged care from all sources in 2018-19
(excluding spending on carer support) accounted for 1.4% of gross domestic product.'®
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Table 1. Expenditure on aged care from all sources 2018-19

Area of Australian State and Individuals Others
expenditure Government Territory

Governments
Assessment and 229.7 229.7
information services
Home support services 3432.8 252.0 3684.8
Home care 2469.3 107.0 74.5 2650.8
Residential care 13,015.3 179.2 5160.3 1137.1 19,491.9
Residential 78.1 79.6 157.7
care capital
Flexible care services 519.4 117.9 637.4
Aged care quality 146.9 146.9
Total expenditure 19,891.1 258.8 5637.2 1211.6 26,999.2

on aged care

Source: Exhibit 21-1, Sydney Hearing 5, general tender bundle, tab 134, RCD.9999.0530.0002.

It is also important to note, for context, that aged care is not the only form of government
assistance provided to older people. In 2017-18, the Australian Government spent

$97.8 billion on care and support for older people, which represented 21.4% of all
Australian Government expenditure.’® As well as expenditure on aged care and support
for carers of older Australians, this includes income support and concessions for older
people and expenditure on health care for older people.

1.2.1 Historical development of aged care

Australia’s aged care system has developed in an ad hoc and piecemeal way over

time, reflecting the circumstances and concerns of the day. Until the second half of the
nineteenth century, the prevailing view in Australia was that families were responsible

for providing care for older people. Older people without family support, or whose care
needs exceeded their family’s capacity, had few options except to live in ‘asylums for

the destitute’.’” Towards the end of the nineteenth century, a number of official inquiries
investigated the conditions of older people living in these asylums and found them
unsatisfactory.’ A desire to provide a non-institutional way of supporting older people

led to the introduction of old-age pensions.’ By 1909, the Australian Government had
taken responsibility for payments under the non-contributory Old-Age Pension Program.°
Australia’s old-age pension was means tested and paid at the age of 65 years, or 60 years
for women and for people who were permanently incapacitated for work. At this time,
men had a life expectancy of 55 years and women 59 years.?
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Until the Second World War, income support was the primary contribution that the
Australian Government made to older people. During the war, and in the decade following,
the Government started to subsidise health care, such as through a Pharmaceutical
Benefits Scheme to subsidise the cost of medicines.? In 1954, with the introduction of
the Aged Persons Homes Act 1954 (Cth), the Australian Government began supporting
accommodation for older people by providing capital grants to religious and charitable
organisations to cover the costs of building ‘homes for the aged’.?® In 1956, the Australian
Government first became involved in community care by providing assistance to home
nursing organisations.?* In the late 1960s, it began to provide grants to State and

Territory Governments to support the delivery of care services into people’s homes

and in the community.?®

In 1963, the Australian Government began to pay a subsidy for care services to approved
nursing homes for each qualified resident.?® Known as the Nursing Home Benefit,

this resulted in a shift away from hospitals and asylums looking after older people

to an ‘immediate and dramatic increase in the provision of nursing home care’.?”

In 1970, a review found that the care needs of almost 25% of residents were not high
enough to warrant their admission to a nursing home.2 In an effort to control the expansion
of nursing home beds, the Australian Government ‘introduced growth and admission
controls, and fee control arrangements’ such as the Participating Nursing Home Scheme.?®
In that scheme, the resident paid fees and the Government made a contribution. The
maximum level of fees paid by a resident was 87.5% of the sum of the maximum age
pension and rent assistance.*®

The Australian Government also made changes to address the issue of nursing homes
being used by people who did not need them. It did this through providing recurrent
support for another level of residential care through the payment of Personal Care Subsidy
to the residents of approved hostels. This change was made to enable frail older people
who might otherwise enter nursing homes to continue to live in more homelike conditions,
with lower costs both for them and for the Australian Government.®

The Aged Persons Hostels Act 1972 (Cth) responded to a shortage of suitable
accommodation for older people. The Honourable William Wentworth, the then Minister
for Social Services, explained that the primary intention for the Act was to ‘stimulate the
building of additional hostel accommodation in order to reduce admissions to nursing
accommodation of people who have no real medical need for nursing care’.®

In 1972, the Australian Government introduced a Domiciliary Nursing Home Benefit
to support carers to care for older people in their own homes.*

The Australian Government introduced the Deficit Financed Nursing Home Scheme
in 1975. Through this scheme it provided ‘recurrent funding for nursing homes operated
by non-profit religious, charitable or benevolent organisations’.®*
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In the mid-1980s, there were major changes to aged care following a 1982 review of
aged care, known as the McLeay Report. In 1985, in response to the McLeay report,

the Australian Government and the State and Territory Governments brought together
disparate existing community-based services into a single jointly-funded Home and
Community Care Program. The program provided a range of support services, such

as ‘home help or personal care’, ‘home maintenance or modification’, transport,

meals, ‘community respite’, a ‘community paramedical service’, ‘community nursing’,
‘assessment or referral’ and education, information and coordination.® One objective of
the consolidation was to promote a comprehensive range of care services to enhance the
independence of older people and, as the Act put it, ‘avoid their premature or inappropriate
admission to long term residential care’.®

In 1986, the Australian Government introduced multidisciplinary geriatric assessment
teams. The teams assessed a person’s care needs to determine whether it was appropriate
for the person to enter a nursing home.®” These were the forerunners of the current Aged
Care Assessment Teams. Prior to this, there was no satisfactory way to assess people’s
care needs.*®

Also in 1986, the Australian Department of Community Services conducted a Nursing
Homes and Hostels Programs Review. The review found that the significant expansion of
nursing homes and hostels that followed the introduction of the nursing home benefits in
1963 was largely ‘unseen, unplanned and unco-ordinated’ by the Australian Government.*®
The review made recommendations aimed at ‘redistributing resources away from intensive
residential care towards a higher quality of care in less institutionalised hostel settings or
through enhance community services’.* It also recommended that there should be ratios
set for new places in hostels and nursing homes.*' This would set a target on the number
of aged care places subsidised by the Australian Government.

The Australian Government adopted this recommendation. It set an initial target ratio
of 100 residential aged care places, comprised of 40 nursing home places and 60
hostel places, for every 1000 people aged 70 years or over.*? Over time, the Australian
Government used the target ratio to rebalance what it considered to be an excessive
reliance on nursing homes. This reduced the number of nursing home beds from

67 per 1000 in 1985 to 51 in 1995, and increased hostels from 33 per 1000 in 1985

to 43 in 1995.4

In 1987, the Australian Government introduced specific outcome standards and quality of
care requirements for nursing homes to address inadequate quality of care and quality of
life. It also, in the same year, introduced uniform funding for costs across nursing homes to
encourage efficiency, and nursing homes were allowed to retain unspent funds as profit.*
In 1991, standards monitoring was introduced for hostels.*
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In 1988, the Australian Government introduced resident classifications as a way of directly
linking nursing home benefits with the level of a resident’s need. These classifications also
created an incentive for nursing homes to admit the frailest older people, due to the higher
level of funding attached to higher categories of care need.*®

Following a review in 1989, Ms Chris Ronalds recommended a series of initiatives aimed
at promoting the rights of older people, which were implemented. This included a charter
of residents’ rights, phased introduction of advocacy mechanisms and a Community
Visitors Scheme.*”

In the 1992-93 Budget, the Australian Government introduced the Respite for Carers
Program. In 1996, the program was changed to the National Respite for Carers Program.
This program facilitated access for carers to respite services, information and other
support or assistance. It provided grants for respite services and a national network

of ‘Carer Respite Centres’ and ‘Carer Resource Centres’.*® These forms of respite care
are now provided under the Commonwealth Home Support Programme. Respite care

is also provided in residential aged care facilities.

The provision of care services for older people at home increased in the early- to mid-
1990s. In 1992, the Australian Government introduced Community Aged Care Packages.*®
Expenditure on Community Aged Care Packages was $3.3 million in 1992-93.% From
1993, an intensive package of care services was trialled in South Australia. It was
introduced nationally in 1997 as the Extended Aged Care at Home Program. The Australian
Government intended these packages as an alternative to nursing home care.*

In the 1996-97 Budget, the Australian Government announced a major structural change
to aged care. The Aged Care Bill 1997 was introduced. The Bill replaced the provisions of
the National Health Act 1953 (Cth) and the Aged or Disabled Persons Care Act 1954 (Cth)
under which nursing homes and hostels were administered. The Aged Care Act 1997 (Cth)
came into force on 1 October 1997. It made fundamental changes and set the foundation
for the current aged care system, including combining hostels and nursing homes into
what became known as residential aged care. This change meant a person could stay in
one location as their care needs increased —or ‘age in place’, as it has become known.
Previously, there had been complaints from providers that the people in hostels had become
increasingly dependent—in some cases, more so than those in nursing homes—and that
the level of government funding was not adequate to meet their increased care needs.*?

Internal quality assurance measures were replaced with external accreditation.® In 1998,
the Aged Care Standards and Accreditation Agency started managing accreditation, which
was linked to payment of government subsidies.* From 2001, services that were not
accredited did not receive government subsidises.

People who entered residential aged care after 1 March 1998 were subject to income
testing, as a result of which some residents were required to pay additional income tested
care fees. All residents were required to pay daily fees as a contribution to daily costs

of living, such as nursing and personal care, meals, and heating and cooling.*® High-care
residents with sufficient means were required to pay a daily accommodation charge as
well as the Basic Daily Fee.*®

10
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The Aged Care Act also introduced refundable accommodation bonds for people receiving
low-level care, in line with the entry contribution arrangements that had existed in hostels
before the reforms.5” A refundable accommodation ‘bond’ or ‘deposit’ is a lump sum
payment for accommodation in residential aged care. It effectively acts as a loan from

a resident to an aged care provider.

Care at home continued to increase during the late 1990s. The Community Aged

Care Packages program grew steadily. The Australian National Audit Office indicated
this program was a cost-effective option, being one-third of the equivalent residential
care subsidy.®® In 2000-01, the Australian Government expanded the Extended Aged
Care at Home packages program to 290 packages.*® In 2006, Extended Aged Care at
Home Dementia Packages provided higher funding for people with the behavioural and
psychological symptoms of dementia.®®

The Australian Government introduced Home Care Packages into the target ratio in the
early 1990s. The Government took two of the hostel places and allocated them to Home
Care Packages, but kept the target the same.®' In the mid- to late-2000s, the Government
increased the target ratio a number of times. This increased the number of actual care
places. In 2004, the target ratio increased to 108 per 1000 people aged 70 years and over.
In 2007, it increased to 113. In 2012, it was adjusted to increase progressively to 125
operational places by 2022. Home care has gradually increased as a proportion of the
overall target provision ratio since that time.®2

In 2011, under the National Health Reform Agreement, the State and Territory Governments
and the Australian Government agreed that the Australian Government would take full
responsibility for the public funding of aged care.®® In 2012, the Australian Government
assumed funding, policy and administrative responsibility for older people using the Home
and Community Care program in all States and Territories, except Victoria and Western
Australia.?* Victoria joined in 2016 and it was fully implemented in 2018 when Western
Australia joined the national framework.%® This change meant that, for the first time, the
Australian Government controlled all policy, administration, funding and planning for all
aged care services.

In 2011, the Productivity Commission finalised its review into the aged care system.

It concluded that the aged care system required ‘fundamental reform’ to address the
challenges facing it.%® The Productivity Commission found that the aged care system

was difficult to navigate, services and consumer choice were limited, quality was variable,
and the coverage of needs, pricing, subsidies and user contributions were inconsistent
or inequitable.®”
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The Australian Government introduced significant changes in 2012, under the
‘Living Longer. Living Better’ package.®® Key changes included introduction of:

¢ asingle point of entry to the aged care system through the establishment of
My Aged Care®

¢ home care to replace community aged care packages and certain types of flexible
care delivered in the home, including a decision to introduce more levels of Home
Care Packages. This was provided on a ‘consumer directed care’ basis, which
means, in this context, that people receiving care receive an individual budget
which allows them to decide what type of care and services they purchase and
who delivers those services.”

In 2015, the Commonwealth Home Support Programme was introduced. It consolidated
the Commonwealth Home and Community Care Program, the planned respite component
of the National Respite for Carers Program, the Day Therapy Centres Program, and the
Assistance with Care and Housing for the Aged Program.” The Home and Community
Care programs in Victoria and Western Australia transitioned to the Commonwealth Home
Support Programme in 2016 and 2018 respectively.”? From 2017, Home Care Package
funding was allocated to older people receiving care, rather than providers.

While there have been changes to the system in the last 25 years, including a continued
rebalancing of the system towards home care, the broad architecture of the system as
it is in 2021 has its foundations in the 1997 changes, as well as the 2012 ‘Living Longer.
Living Better’ package of reforms.

1.3 Accessing aged care

Eligibility for aged care depends on an assessment of whether someone needs care
services. While there is no formal age of eligibility in the Aged Care Act, generally a person
needs to be aged 65 years or older to receive government-subsidised aged care services.
Aboriginal and Torres Strait Islander people can access aged care services from the age of
50 years. People aged under 65 years who are facing homelessness may also be able to
access some aged care services.”® A person who is not an aged person can only be found
eligible for aged care if ‘there are no other care facilities or care services more appropriate
to meet the person’s needs’.”
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1.3.1 Allocating places

The Australian Government uses what is now called the ‘Aged Care Target Provision Ratio’
to control the supply of subsidised aged care places. The ratio caps the number of aged
care places available in Home Care Packages, residential care and restorative aged care.
For 2022, the overall Target Provision Ratio is 125 aged care places per 1000 people

aged over 70 years of age. Home Care Packages are increasing as a proportion of the
Target Provision Ratio. Between 2012 and 2022, the target for Home Care Packages will
increase from 27 to 45 places per 1000 people aged over 70 years. In contrast, the ratio for
residential care will reduce from 86 to 78 places per 1000 people aged over 70 years. The
remaining two places are for the Short-Term Restorative Care Programme.”

Residential aged care places are allocated to approved providers through a process

called the Aged Care Approvals Round. This is a competitive application process under
which approved aged care providers apply for new or additional Australian Government-
funded residential and restorative aged care places.”® In the 2018-19 Aged Care Approvals
Round, the Australian Government allocated 13,500 new residential aged care places.””
Applications were received for a total of 37,802 residential aged care places.

The Australian Government also allocated 775 short-term restorative care places in the
2018-19 Aged Care Approvals Round. These were expected to take effect in 2018-19
(850 places) and 2019-20 (425 places). Applications were received for 11,289 short-term
restorative care places.”

There was no Aged Care Approvals Round in 2019-20 and the 2020 process was
postponed due to the COVID-19 pandemic. Applications opened on 18 December 2020,
for 2000 residential aged care places and 1028 short-term restorative care places.®

Since February 2017, Home Care Package places are not included in the approval
rounds, although the Australian Government still manages the supply of these services.
People who are approved to receive a Home Care Package are placed on the National
Prioritisation System, which is a queue for services based on when they applied for a
Home Care Package, their level of need, and their assessed priority for services.®' As

at 30 June 2020, about 142,000 people were receiving a Home Care Package.® While
the number of packages may increase each year, the total number of packages at each
funding level is capped in line with the Target Provision Ratio and the available budget.®

Approximately 1.3 million people accessed Australian Government-funded aged care
services in 2018-19.8* The most commonly used service was the Commonwealth Home
Support Programme (about 841,000 people), followed by residential aged care (about
243,000 people) and Home Care Packages (about 133,000 people)—see Table 2.5 (It is
notable that between 2013-14 and 2018-19, the number of people receiving Home Care
Packages increased by 60%. We discuss this increase below.
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Table 2. Number of people cared for by residential aged care,
home care, and home support between 2013-14 and 2018-19%¢

Increase

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 (2013-14
to 2018-19)

Residential 231,515 231255 234,931 239,379 241,723 242,612  4.8%
aged care  (21.2%) (20.5%) (18.8%) (21.3%)  (20.0%)  (19.9%)

Home Care 83,144 83838 88875 97,516 116,843 133,439  60.5%
Package  (7.6%) (7.4%)  (7.1%)  (87%)  (9.7%)  (11%)

Home 775,959 812,384 925432 784,927 847,534 840,984 8.4%
support*  (71.1%) (721%) (741%) (70.0%) (70.3%)  (69.1%)

Sources: The Aged Care Financing Authority’s third and eighth annual reports on funding and financing
of the aged care sector.

* including Commonwealth Home Support Programme and the Commonwealth, Victorian and Western
Australian Home and Community Care program

** Home support users for 2015-16 were likely overstated.®”

** Commonwealth Home Support Programme client numbers for 2018-19 are not perfectly comparable

with home support client numbers reported for previous years, which combine Commonwealth Home Support
Programme client counts with the Home and Community Care programs that operated in Victoria and Western
Australia. These Home and Community Care programs have now ceased providing aged care. The methods
used to collect data and measure client numbers are different across programs,

and any comparisons over time should be treated with caution.®

On 30 June 2020, the total number of flexible care places, under the various flexible
care programs outlined in Table 3, was just over 10,000.

Table 3. Number of flexible care places as at 30 June each year
from 2014 to 2020%°

2014 2015 2016 2017 2018 2019 2020

Transition care 4000 4000 4000 4019 4060 4060 4180
Short-term N/A N/A N/A 400 475 825 1241
restorative care

Multi-Purpose 3525 3545 3592 3636 3624 3646 3668
Service

Innovative care 92 84 75% 62 54 41 36
NATSIFACP 739 802 820 820 860 1072 1264
Total 8356 8431 8487 8937 9073 9644 10,389

Sources: Data collated from 2013-74 Report on the Operation of the Aged Care Act 1997 to the 2019-20
Report on the Aged Care Act 1997 inclusive.
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1.3.2 People with diverse backgrounds

An object of the Aged Care Act is ‘to facilitate access to aged care services by those
who need them, regardless of race, culture, language, gender, economic circumstance
or geographic location’.®" Section 11-3 of the Aged Care Act gives effect to this object,
listing the following groups as having ‘special needs’:

e people from Aboriginal and Torres Strait Islander communities

¢ people from culturally and linguistically diverse backgrounds

e people who live in ‘rural or remote’ areas

¢ people who are financially or socially disadvantaged

e veterans

e people who are homeless or at risk of becoming homeless

e care leavers

e parents separated from their children by forced adoption or removal

e lesbian, gay, bisexual, transgender and intersex people.®?

The Secretary of the Australian Department of Health is required to take into consideration
the particular needs of these groups of people when planning and allocating aged care
places.®® The Department also takes these groups into consideration for the payment of
flexible care subsidies.%

The same diversity groups are also recognised through the Commonwealth Home
Support Programme Guidelines and in the Aged Care Diversity Framework. These
documents also mention other diverse communities, including people with disability,
people with mental health problems and mental illness, and people living with cognitive
impairment, including dementia.%

1.3.3 My Aged Care

To access Australian Government-subsidised aged care, people use the single entry
point known as My Aged Care. My Aged Care is a contact centre and website, with no
local ‘shopfront’ or physical infrastructure. My Aged Care provides information on aged
care and helps people find appropriate care services in their local area. My Aged Care
is also responsible for referring people for assessment of their eligibility for Australian
Government-subsidised aged care services. Such an assessment determines the level
of care and support for which the person may be eligible.®

My Aged Care is administered by the Australian Department of Health. In 2019-20, the

My Aged Care contact centre answered about 1.5 million calls and the website had about
four million visits.*
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1.3.4 Assessing eligibility

When a person wants to access aged care services that are subsidised by the Australian
Government, they first undergo an eligibility check. Typically, an older person, or their
family member or carer, will have an initial conversation with a staff member from the
national My Aged Care contact centre. The My Aged Care staff member will usually

ask questions about the person’s health, current support, and how they are managing

at home.%®

If a My Aged Care employee decides that a person is eligible for aged care services, that
person is referred for a face-to-face assessment. This is generally done at the person’s
home or in a hospital for those who are hospitalised and need an urgent assessment.*®

The Regional Assessment Service assesses people seeking entry-level support at home
provided under the Commonwealth Home Support Programme. In 2019-20, the Australian
Government allocated funding of about $114.4 million for 17 Regional Assessment Service
providers to deliver assessment services in all States and Territories. In 2019-20, those
service providers completed almost 243,000 assessments.'®

Aged Care Assessment Teams undertake comprehensive assessments to determine
eligibility for residential aged care, transition care, Home Care Packages and residential
respite care. The Australian Government engages State and Territory Governments to
manage and administer Aged Care Assessment Teams. In 2019-20, about $129 million
was allocated to 80 Aged Care Assessment Teams to deliver these comprehensive
assessments. In 2019-20, Aged Care Assessment Teams completed close to 187,000
assessments.'®

1.4 What care is available?

The aged care system offers care under three key types of service: the Commonwealth
Home Support Programme, Home Care Packages and residential care. There are also
several models of flexible care available to people receiving aged care and, in some
circumstances, their carers. We provide an overview of these below.

1.4.1 Care at home

There are two main programs through which care and support for older people is provided
to help them continue living in their homes. Depending on their care needs, a person

can access services through the Commonwealth Home Support Programme or through

a Home Care Package, or both.
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Commonwealth Home Support Programme

The majority of older people who receive support services at home do so through the
Commonwealth Home Support Programme. An Australian Institute of Health and Welfare
study found that 76% of people accessing aged care used this program before any

other aged care program.'® In 2019-20, the Commonwealth Home Support Programme
provided support to about 839,000 people. The average age of access to the programme
was 80.1 years.%

The Commonwealth Home Support Programme is intended to provide entry-level services
focused on supporting older people to maintain their health, independence and safety at
home and in the community. It also aims to keep people connected with their community.
Services under the program are provided on an ongoing or short-term basis depending on
a person’s needs. They can include:

¢ allied health and therapy services

o domestic assistance

e goods, equipment and assistive technology

¢ home maintenance

¢ home modifications

¢ meals and other food services

e nursing

e personal care

¢ social support

e specialised support services

e transport

e centre-based respite, flexible respite and cottage respite.'*

People most commonly access assistance with housekeeping (domestic assistance),
followed by allied health and therapy services, transport to places out of walking distance,
home maintenance, social support (group or individual), nursing and meals delivered to
their home.'® In 2018-19, about 330,000 people received assistance with housekeeping,
accounting for nearly 20% of all service contacts in home support. The second most used
service was allied health and therapy services, with close to 245,000 people using this
service. While many people used allied health and therapy services, they tended to

use a limited range of service types and received few services of each type over the
12-month period.'%

Home Care Packages Program

Home Care Packages are delivered on a ‘consumer directed care’ basis. Since February
2017, Home Care Packages have been assigned directly to people receiving care rather
than allocated to providers. This means that people can choose the provider to deliver their
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services and can choose to change providers.'"” Services that may form part of a
Home Care Package include:

e support services, such as help with washing and ironing, house cleaning,
gardening, basic home maintenance, home modifications related to care needs,
transport to help with shopping, doctor visits or attending social activities

e personal services, such as help with showering or bathing, dressing and mobility

e care-related services, such as nursing and other health support, including
physiotherapy (exercise, mobility, strength and balance), services of a dietitian
(nutrition assessment, food and nutrition advice, dietary changes) and hearing
and vision services

e care management, such as coordinating care and services.%®

A Home Care Package can, and often does, contain many of the same support services
that are available under the Commonwealth Home Support Programme. However, Home
Care Packages are provided as a more structured and comprehensive bundle of services.

The Home Care Packages Program has four levels:

e Level 1—to support people with basic care needs
o Level 2—to support people with low care needs
e Level 3—to support people with intermediate care needs

e Level 4—to support people with high care needs.'%®

A StewartBrown summary of average hours of service per Home Care Package in 2018-19
shows that personal care represented the largest share of total package hours, at 27%.
The proportion of average hours spent on personal care increases with package level.

For Level 1, in 2018-19, it was 16% of total care hours, while Level 2 was 19%, Level 3
was 26% and Level 4 was 33%. Cleaning and household tasks represented the second
largest share of total package hours, at 22%. Here, the proportion of average hours spent
on cleaning and household tasks decreases with package level. For Level 1, it was 31%

of total care hours, while Level 2 was 29%, Level 3 was 21% and Level 4 was 17%. The
proportion of the hours that were spent on social supports and community access was
reasonably constant across package levels, varying between 15% and 19%.'1°

Services that represented the lowest portion of average package hours were nursing care,
in-home respite (overnight), and allied health practitioners. Each of these represented 1%
or less of the hours of service per Home Care Package. Nursing care and allied health use
do not appear to increase as the package level increases. Care management represented
13% of the hours of service per Home Care Package. The proportion of average hours
spent on care management decreases with package level from 21% for Level 1 to 11%
for Level 4, but the absolute number of hours spent on care management increased

from 0.65 hours per fortnight for Level 1 to 2.01 hours per fortnight for Level 4.1
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Once assessed as eligible for a Home Care Package, a person is placed on the National
Prioritisation System and is offered a package when one becomes available.''> Home Care
Packages are tightly rationed and periodically released and assigned directly to people

by the Australian Department of Health through My Aged Care. Packages are assigned to
people according to when their entitlement for home care was approved and the urgency
of their need.™®

In 2019-20, the average age of people accessing a package was 81 years."* At 30 June
2020, there were about 142,000 people with a Home Care Package. The total number of
Home Care Packages has significantly increased over recent years, as Table 2 illustrates.

Despite the increase in the number of packages, about 102,000 people were waiting

for care at their assessed level of need as at 30 June 2020.""® People may be offered an
interim package at a lower level while they wait for their assessed package. At 30 June
2020, people approved for a Level 4 package could wait over 12 months to be assigned a
package at any level. People approved for a Level 3 package could wait up to six months
for an interim package at Level 1, but still wait more than 12 months for their assigned
package level."'® Table 4 shows that reported waiting times for interim and approved
packages were unchanged between September 2018 and June 2020.

Table 4: Estimated wait time for people entering the Home
Care Package Program by package level'!’

30 September 2018

Package Interim package Time to interim Time to approved
level assigned package package

Level 1 Level 1 3-6 months 3-6 months

Level 2 Level 1 3-6 months 12+ months

Level 3 Level 1 3-6 months 12+ months

Level 4 Level 2 12+ months 12+ months
Package Interim package Time to interim Time to approved
level assigned package package

Level 1 Level 1 3-6 months 3-6 months

Level 2 Level 1 3-6 months 12+ months

Level 3 Level 1 3-6 months 12+ months

Level 4 Level 2 12+ months 12+ months

Source: Australian Department of Health, Home Care Packages Program: Data Report 2nd Quarter 2018-19,
2019 and Home Care Packages Program: Data Report 4th Quarter 2019-20, 2020.
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The available data as at 30 June 2020 is inadequate as it does not indicate exactly how
long people can wait for a package, with wait times reported in three-month blocks and
with no indication if a person waits longer than a year. The Australian Department of Health
told Commissioners Tracey and Briggs that in 2017-18, one-quarter of people eligible

for a Level 4 package waited more than 30 months to get a Level 4 package.!'®

Veterans’ programs

The Veterans’ Home Care Program provides practical help at home for eligible veterans
to continue to live independently in their own homes. Carers and family members of
eligible veterans may also receive assistance under the Veterans’ Home Care Program.
Services available under this program include domestic assistance, personal care, respite
care, and safety-related home and garden maintenance. The program is not designed to
meet complex or high-level care needs."® People are eligible for an assessment if they
have a Veteran Gold Card or Veteran White Card for a service-related injury or condition.
Carers and family members of Gold Card and White Card holders may be eligible for

an assessment.'®

The Australian Department of Veterans’ Affairs Community Nursing Program offers
nursing and personal care services provided by qualified nurses and support staff to
eligible veterans. Services can include help with medication, wound care, hygiene,
showering and dressing.'?!

In 2018-19, over 40,200 older veterans were approved for Veterans’ Home Care
services—around 32% of older eligible veterans. In the same year, over 15,600 veterans
received community nursing services—around 12% of older eligible veterans.'?

Veterans can receive care from both the designated veterans’ programs and from
mainstream aged care programs, including the Commonwealth Home Support
Programme and the Home Care Packages Program.

1.4.2 Respite care

Respite care provides short-term support and care services for older people and their
carers. Its primary purpose is to give a carer or the person being cared for a break

from the usual care arrangements. Respite is available in the community through the
Commonwealth Home Support Programme, and for stays in residential facilities through
the provisions of the Aged Care Act.'

Community respite is provided under the Commonwealth Home Support Programme,
which provides flexible planned respite services, including flexible respite, cottage respite,
and centre-based respite. Flexible respite is available during the day or overnight. It can
be provided in an older person’s home or in the community. It usually involves a paid
carer coming to the home of the person receiving care so that the usual carer can take

a short break.'
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Centre-based respite is available during the day. It provides older people with the
opportunity to talk and interact with other people, and usually takes place at a day
centre, club or residential aged care setting. Cottage respite is available overnight
or over a weekend. It takes place in the community or in the home of a host family.
It can be taken for two to three days at a time.'?s In 2019-20, nearly 51,000 people
received Commonwealth Home Support Programme respite services.'?®

Residential respite provides short-term care in Australian Government-subsidised aged
care homes. It may be used on a planned or emergency basis. It is available for a few
days through to a few weeks at a time. It is best suited for people who need ongoing,
continuous carer support for most tasks.'?” To access residential respite, a person must
be assessed as eligible by an Aged Care Assessment Team, and will be approved for
either low- or high-level care. This will determine the level of respite subsidy the aged care
provider will receive. Being approved for high-level care allows people to access low-
level care.'?® A person receiving care can access residential respite for up to 63 days per
financial year, with extensions possible when an Aged Care Assessment Team considers
it necessary.'® According to the Australian Department of Health:

People receiving residential respite are entitled to receive the same services as someone
receiving permanent residential aged care, including assistance with meals, laundry, room
cleaning, personal grooming, and nursing care.'®

In 2019-20, close to 67,000 people received residential respite care. During 2019-20, the
average length of stay per episode of residential respite care was just over 27 days. Most
people only have one respite stay per year, but about one in five have two or more respite
stays per year.”®' In the same year, after a period of residential respite care, around 58%
of people exited either back to their home or community, 6% to hospital, 5% to other
residential aged care, and 3% died (28% other).'*2

The Aged Care Financing Authority has reported a noticeable increase in the use of
residential respite care in recent years.' It identified a significant increase in the proportion
of people who were admitted to permanent residential care on the same day they were
discharged from residential respite. In 2017-18, 44% of all admissions to permanent
residential aged care were people who were receiving respite care on the day before their
admission to permanent care.'® This reflects, at least in part, a demand for the use of
respite as a ‘try before you buy’ test before a person enters permanent residential care,
rather than a break from usual care arrangements.® In his Legislated Review of Aged

Care 2017 report, Mr David Tune AO PSM made similar observations.'3®
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1.4.3 Residential aged care

Residential aged care provides support and accommodation for older people who are
unable to continue living independently in their own homes and who need ongoing

help with everyday tasks. It assists people who have been assessed by an Aged Care
Assessment Team as needing higher levels of care than can be provided in the home.
After a person has been assessed as eligible for residential aged care, they may choose
a residential aged care facility. This is subject to the aged care facility having an available
place, agreeing to admit them, and being able to meet their care needs. Residential care
is provided on either a permanent or a temporary (respite) basis.'’

Under the Quality of Care Principles 2014 (Cth), approved providers of residential aged
care must provide a range of care and services to residents, whenever they may need
them. The type of care and services provided include:

e social care, such as recreational activities and emotional support

e accommodation services and help with day-to-day tasks —often referred
to as ‘hotel-like services’—such as bedding, furniture, toiletries, cleaning,
cooking, and laundry

e personal care, such as bathing, dressing, grooming, and assisting with going
to the toilet

 clinical care, such as wound care and management, help with administering
medication, and nursing services.'®

In 2019-20, just over 244,000 people received permanent residential aged care at some
time during the year. At 30 June 2020, almost 184,000 people were receiving permanent
residential care.'®

People entering residential aged care have the highest average age of any of the three
mainstream programs of aged care.' In 2019-20, the average age, on entry, was

82.5 years for men and 84.8 years for women.'! The average length of stay for long-term
residential care was almost 30 months.#2

With the increase in the availability of support in the community, the average frailty of
people receiving permanent residential aged care has increased significantly in recent
years. Since 2009, the proportion of people with high care needs has generally increased
in each care domain under the Aged Care Funding Instrument. The biggest overall change
was in complex health care, which rose from 13% in 2009 to 61% in 2016, and then fell
to 52% in 2019. This fall followed changes to the rating method for complex health care
that applied from January 2017.' In 2019, some 31% of permanent residents were
classified as having the highest care needs in all three care domains: activities of daily
living, cognition and behaviour, and complex health care. Some 85% of all permanent
residents were classified as having the highest care needs in at least one of the three
care domains.'#
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1.4.4 Flexible care

There are five ‘flexible care’ programs that respond to the needs of older people who may
require a care approach that is different to what is provided through mainstream residential
and home care services. These programs are:

¢ Transition Care

¢ Short-Term Restorative Care
¢ Innovative Care

e Multi-Purpose Services

¢ National Aboriginal and Torres Strait Islander Flexible Aged Care Program services,
known as NATSIFACP.

At 30 June 2020, there were just over 10,000 operational flexible care places.' We provide
a brief outline of the five flexible care programs below.

Transition Care Program

The Transition Care Program helps older people recover after a hospital stay. The program
provides short-term specialised care and support to help older people regain their
functional capacity, improve their levels of independence and avoid the need for longer-
term care and support services.'®

Older people may receive transition care for up to 12 weeks, with a possible extension
of another six weeks, in either a home or residential aged care setting. To be assessed
for transition care, older people must be in hospital at the time of the assessment. Once
they enter the Transition Care Program, they may receive a range of goal-oriented and
therapy-focused support services, such as allied health services, nursing support and
personal care.™

At 30 June 2020, there were close to 4200 transition care places nationally, with almost
3500 people receiving transition care. During 2019-20, about 24,800 people received
transition care.'#®

The Transition Care Program is jointly funded by the Australian Government and State
and Territory Governments, which manage the program in their respective jurisdictions as
the approved providers of transition care.’*® Most State and Territory Governments then
subcontract and fund health services and aged care providers to deliver these services.

Short-Term Restorative Care Program

The Short-Term Restorative Care Program, which is funded by the Australian Government,
provides early intervention care to help older people improve their physical functioning,
wellbeing and independence. It may also help to reduce or delay an older person’s need
for further aged care services and reverse or slow functional decline.°
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The Short-Term Restorative Care Program can be delivered in a home care setting, a
residential care setting, or a combination of both. The care provider will typically work
with an older person to identify their goals and then put together a tailored package of
care and services that is delivered over a period of eight weeks. Support services might
include rehabilitative therapy services, personal care, assistance with preparing meals,
minor home modifications, emotional support and arranging social activities.®'

At 30 June 2020, there were 94 operational Short-Term Restorative Care services being
delivered by 58 approved providers to 809 people. During 2019-20, over 4500 people
received care under the Short-Term Restorative Care program.'®2

Innovative Care Programme

The Australian Government established the Innovative Care Programme in 2001-02 to pilot
new approaches to providing aged care where mainstream programs were not meeting
the needs of a particular group of people.'®® The current Innovative Care Program is an
extension of pilots established in 2003."%* These projects were designed for younger
people living with disability who:

¢ lived in state-funded supported accommodation services

e were at risk of entering residential aged care.®

The program stopped funding new projects on 25 May 2006."%¢ Since then, no new
entrants have been accepted into the program. This means that the number of people
receiving such care is gradually decreasing as people leave the projects. At 30 June 2020,
there were eight projects operating under the program, with 36 operational innovative
care places.’

Multi-Purpose Services Program

The Multi-Purpose Services Program is a joint initiative between the Australian and State
and Territory Governments. One of its primary objectives is to provide integrated health
and aged care services for regional, rural and remote communities in both residential aged
care and home care settings. The program helps older people living in regional, rural and
remote areas to receive the aged care services they need in their own community.'®® It
operates in all States, the Northern Territory and the External Territories (Norfolk Island).'®®

The maijority of services are co-located with a hospital or health service. The Multi-Purpose
Services Program facilitates the presence of health and aged care services in regions that
could not viably support a standalone hospital or residential aged care facility.'® It seeks
to provide:

e improved access to a mix of health and aged care services that meet community
needs

e more innovative, flexible and integrated service delivery

+ flexible use of funding and/or resource infrastructure within integrated service
planning
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e improved quality of care

e improved cost-effectiveness and long-term viability of services in rural,
regional and remote areas.®"

At 30 June 2020, there were 179 Multi-Purpose Services across Australia offering close
to 3700 residential care and home care places.®?

NATSIFACP

The National Aboriginal and Torres Strait Islander Flexible Aged Care Program, known as
NATSIFACP, also provides a type of flexible aged care. Under this program, the Australian
Government funds aged care services to provide culturally appropriate aged care to older
Aboriginal and Torres Strait Islander people and to allow them to remain close to home and
community.'®® Services can be delivered in either a residential or home care setting and are
administered outside the Aged Care Act.'®* Most of these services are delivered in remote
and very remote areas.'®®

As at 30 June 2020, NATSIFACP funded 1264 residential and home care places across
Australia.’®

1.4.5 Dementia support

The Australian Government funds various programs and services that aim to improve
understanding and awareness of dementia and to increase the skills of health
professionals, volunteers and people who care for people living with dementia.

The programs include:

o National Dementia Support Program'¢”

o Dementia Training Program'6®

o Dementia Behaviour Management Advisory Service'®®
e Severe Behaviour Response Teams'”°

¢ Specialist Dementia Care Program.'”!

The National Dementia Support Program funds information, education programs,
services and resources about dementia. Initiatives funded under this program aim to:

e improve awareness and understanding about dementia

e empower people living with dementia, and their carers and families, to make informed
decisions about the support services they access.'”?
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The Australian Government has allocated $326.6 million over the 2019-23 financial years
for the Dementia and Aged Care Services fund. This fund provides support for existing

and emerging programs in dementia care, including funding for the Dementia Training
Program and Dementia Behaviour Management Advisory Service.'” The Dementia Training
Program provides:

e continuing professional development training on dementia assessment,
diagnosis and management

o accredited dementia care vocational level training courses

« tailored onsite training to aged care providers who request assistance, including
a dementia skills and environment audit, followed by a tailored training package.'*

The Dementia Behaviour Management Advisory Service is the first tier in the Australian
Government’s set of support programs for carers of people experiencing behavioural and
psychological symptoms of dementia. The service provides free support and advice to aged
care providers and individuals caring for people living with dementia. Services can include:

assessment of the person with dementia, and their carer and support network

¢ clinical support, information and advice

e care planning, case conferences, referrals and short-term case management

e mentoring and clinical supervision for care providers

¢ building care providers’ capacity and knowledge

¢ help to link to current research, literature and evidence-based practice guidelines

o translation and interpreting services for clients from culturally and linguistically
diverse backgrounds

e behaviour consultants with Aboriginal and Torres Strait Islander and culturally
and linguistically diverse portfolios

e advice and support that is relevant to other special needs groups (for example,
younger or working-age dementia, learning disability and dementia)

o referrals to the Severe Behaviour Response Teams.'”®
Severe Behaviour Response Teams build on the work of the Dementia Behaviour
Management Advisory Service. They are a mobile workforce of clinical experts who
provide advice to residential aged care providers who request assistance to care for

people with the most severe behavioural and psychological symptoms of dementia.
The Severe Behaviour Response Teams can provide expert support, including:

e assessing the causes of the behaviours
o assisting care staff until the immediate crisis is resolved
e developing a care plan to address and deal with behaviours

¢ providing follow-up assistance.'”®
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The Specialist Dementia Care Program provides specialised care for people:

e who live with very severe dementia complicated by physical aggression or other behaviours

e whose residential care facility or carers cannot manage the behaviours, even with help from
other services.'”

The Australian Department of Health estimates that up to 1% of all people living with
dementia are in this target group. The Department expects that by 2022-23, there will be at
least one Specialist Dementia Care Program unit in each of the 31 Primary Health Network
regions across Australia.'”® A prototype Specialist Dementia Care Program unit was
established in 2019 at Brightwater Care Group’s The Village, a residential aged care facility
in Western Australia. In 2020, nine more units opened across Australia in New South Wales,
Victoria, South Australia, Queensland and the Australian Capital Territory, with another
scheduled to open in South Australia in 2021. The next round of funding for more units

is scheduled for 2021-22."7°

1.4.6 Community Visitors Scheme

The Community Visitors Scheme program supports volunteer visits to older people
who are socially isolated or at risk of social isolation or loneliness. It is a free service
that aims to provide friendship and companionship to older people and help develop
social connections.

The Australian Government funds community-based organisations to recruit, train and
support volunteers to make regular visits to people living in residential aged care services
or receiving Home Care Packages.'® These visits can take the form of one-on-one or
group visits to residential aged care homes or one-on-one visits to people receiving Home
Care Packages. Volunteers visit each person or group of people about 20 times per year.'®
Older people can refer themselves to the Community Visitors Scheme, which also accepts
referrals from aged care providers, family members and friends.'®

In 2019-20, approximately 11,000 volunteers conducted around 221,000 visits.®*

1.5 Who provides care

The aged care workforce makes a valuable and sustained contribution to the care of older
people. Older people in Australia are often reliant on their loved ones—informal carers—
or volunteers to care for them or to supplement the care provided to them by those in the
paid aged care workforce.

The COVID-19 pandemic gave rise to unprecedented challenges for the paid aged care
workforce as well as for informal carers and volunteers. These challenges highlighted the
existing stressors on the workforce, which we examine in greater detail in Chapter 4 of this
volume, on systemic problems.
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1.5.1 The aged care workforce and volunteers

The National Aged Care Workforce Census and Survey is conducted around every four
years, most recently in 2016.8 Previous surveys were conducted in 2003, 2007 and 2012.
The next one was scheduled to take place in late 2020 or early 2021, but at the time of
writing had not occurred.

The 2016 results revealed there were around 434,000 people working in the aged care
sector (see Table 5). Of these, there were around 366,000 paid workers (84%) and 68,000
volunteers (16%). Sixty per cent of these people worked in a residential aged care setting
and 40% in home care and home support outlets. 8

This data on the paid workforce excludes non-pay as you go workers—that is, agency,
brokered and self-employed workers. During the relevant fortnight of the survey, about
28,000 non-pay as you go staff were engaged across the aged care sector. About 27% of
home care and home support outlets reported engaging one or more non-pay as you go
workers in the relevant fortnight, compared with 50% of residential aged care providers.'®’

There was a greater percentage of home care and home support outlet volunteers (26%)
compared with residential aged care volunteers (9%). The average hours worked per
volunteer per fortnight was similar for both home care and home support outlets (4.6 hours)
and residential aged care volunteers (4.9 hours), equalling a total of almost 207,000 and
115,000 hours volunteered per fortnight respectively.

Table 5: Paid workers and volunteers in the aged care workforce

Residential aged care Home care & home support outlets Total

Paid workers 235,764 130,263 366,027
Volunteers 23,537 44,879 68,416
Total 259,301 175,142 434,443

Source: National Aged Care Workforce Census and Survey — The Aged Care Workforce, 2016

The remainder of our discussion in this section focuses on pay as you go workers,
based on the available data.

The bulk of the aged care workforce is comprised of people in direct care roles. In 2016,
of the approximately 366,000 paid workers, around 240,000 (or 66%) were in direct care
roles.'® Table 6 shows the number of direct care workers in residential aged care and
home care in 2016.'8°

28



Chapter 1 The Current System

Table 6: Direct care workers in the residential aged care and
home care and home support outlets by occupation, 2016

Residential Home care & home

Aged care support outlets
Nurse practitioner 386 53 439
Registered nurse 22,455 6969 29,424
Enrolled nurse 15,697 1888 17,585
Personal care attendant/ 108,126 72,495 180,621
Community care worker
Allied health professional 2210 4062 6272
Allied health assistant 4979 995 5974
Total* 153,853 86,463 240,317

Source: National Aged Care Workforce Census and Survey — The Aged Care Workforce, 2016.

The aged care workforce is predominantly made up of women, although more men are
working in aged care than previously. The 2016 Workforce Census and Survey showed that
87% of direct care workers in residential care and 89% of direct care workers in home care
were women.'?°

The median age of direct care workers in residential care is 46 years, and 52 years in
home care.'® The median age for all workers in Australia is 39 years.'® The direct care
residential workforce is getting younger, while the home care and home support workforce
is getting older.'%

The 2016 Workforce Census and Survey estimated that the residential aged care workforce
grew by 17% between 2012 and 2016 and by about 50% since 2003."%* This can be
compared with the number of residential care places available, which increased by 44%
between 2003 and 2020.'% However, the estimated proportion of the residential aged

care workforce in direct care roles fell significantly. In 2016, 65% of residential aged care
employees worked in direct care roles, compared with 74% in 2003."%

Registered nurses comprised 21% of the residential direct care workforce in 2003, but by
2016 this had dropped to around 15%. The proportion of enrolled nurses dropped from
13% to 10% over the same period. The proportion of direct care employees working in
allied health roles also dropped from around 7% to around 5%. Over the same period,
the proportion of the residential direct care workforce who were personal care workers
increased from around 58% to around 70%."%"

In home care and home support, the total workforce decreased by 13% between 2012

and 2016. During the same period, the overall direct care workforce in home care and
home support fell by 7%.1%
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In 2016, most aged care workers in residential and home care services were permanent
part-time (78% and 75% respectively).'® The remainder were either permanent full-time
(12% in residential care and 11% in home care) or employed on a casual or contract basis
(10% in residential care and 14% in home care).2° As this data is limited to the pay as you
go workforce and excludes the agency, brokered and self-employed staff, this does not
present a complete picture of the extent of casual employment in the aged care sector.

1.5.2 Informal carers

Informal carers are a critical element of the care system for older people. They reduce the
need for formal care, supplement the care provided by aged care services, and maintain
critical social and community connections. Not only is their role important, the scale of the
assistance provided by informal carers is significant.

In 2018, of 2.65 million carers in Australia, one-third (861,000) were the primary carers
who provided the most informal support to a family member or friend. Around 428,500
primary carers provided care to someone aged 65 years or older. Seven out of 10 primary
carers were women.2' A 2013 report estimated that between one-quarter and one-third
of informal carers were from culturally and linguistically diverse backgrounds.?%?

Older people receive informal care from a number of sources, and often from more than
one source. About half (46.7%) receive it from a partner, 29.6% from a daughter and 23.8%
from a son. In addition, 14.3% receive assistance from a more distant female relative or
friend and 17.8% receive assistance from a more distant male relative or friend.?%

Deloitte Access Economics estimate the replacement value of unpaid care across the total
carer population in 2020 at nearly $80 billion.?** The replacement cost method measures
the cost of ‘buying’ an equivalent amount of care from the formal sector if the informal
care were not supplied. Another important measure of the cost of informal care is the
opportunity cost method, which measures the formal sector productivity losses associated
with caring, as time devoted to caring responsibilities is time that cannot be spent in the
paid workforce. The earnings foregone for primary and non-primary carers in 2020 has
been estimated to be $11.4 billion and $3.8 billion respectively.?%

The Australian Government pays the Carer Payment and the Carer Allowance to informal
carers who spend a considerable amount of time providing informal care. The Department
of Social Services reports that some 270,694 people aged over 65 years were being
assisted by people in receipt of the Carer Allowance and 119,895 people aged over

65 years were being assisted by people in receipt of the Carer Payment in June 2020.
About 40% of the people who receive informal care from a person receiving Carer
Allowance or Carer Payment are aged 65 years or older.2% In 2018-19, the Australian
Government spent $3.4 billion on Carer Payments, Carer Allowances and Carer
Supplements for informal carers of older people.2”’
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1.5.3 Aged care providers

The Aged Care Financing Authority reported that in 2018-19, there were over 3000
providers of aged care services. This included 873 residential aged care providers,

928 home care providers (as at 30 June 2019) and 1458 Commonwealth Home Support
Programme providers.?%®

Most aged care providers are organisations owned by community, charity or religious
organisations — ‘not-for-profits’, though they may or may not be run like a commercial
business—or are privately owned organisations that run as a commercial business. In
addition, there is a smaller group of State and Territory Government and local government
providers.?® Research indicates these structural factors play a role in quality outcomes.2™

Table 7 shows the number of aged care providers operating in each care program by
ownership type.

Table 7. Number of providers by ownership and program,
2018-19*

Program For-profit Not-for-profit State, Territory or

local government
Residential 288 488 97 873
Home Care Packages 335 479 114 928
(at 30 June 2019)
Commonwealth Home 102 1006 350 1458

Support Programme

Source: Aged Care Financial Authority, Eighth Report on the Funding and Financing of the Aged Care Sector,
2020.2"

* Providers can operate in more than one program

There has been a shift towards consolidation of the aged care sector in the hands of fewer
large-scale operators.

In residential and home care, some providers are associated by joint ownership and/or
religious denomination. Taking these associations into account, in 2018-19 there were a
small number of large providers or provider groups that accounted for close to half of all
services nationwide.?' In 2009-10, there were just two very large providers or groups in
residential care, operating 16% of all places, whereas by 2018-19 this had grown to 10,
operating 39% of all places (see Figure 1, below). Aged Care Financing Authority data
suggests that there are also a large number of single facility operators in residential aged
care (547 in 2018-19), although their potential affiliations are unknown.?'3
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Figure 1: Share of residential care operational places by size
of the provider or associated provider group
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Source: Office of the Royal Commission into Aged Care Quality and Safety, Picture of the residential aged care
and home sector, 2020.2'*

Note: The size ranges in brackets are the number of residential care operational places

In home care, the change from 2009-10 to 2018-19 is less pronounced because the
dramatic increase in Home Care Packages, discussed above, has increased the number
of providers or provider groups of all sizes (see Figure 2). In 2009-10, there were five very
large providers or groups delivering 37% of all Home Care Packages. In 2018-19, there
were 16 very large providers or groups delivering 47% of all Home Care Packages.?'®

Figure 2: Share of Home Care Packages places or recipients
by size of provider or associated provider group
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Source: Office of the Royal Commission into Aged Care Quality and Safety, Picture of the residential
aged care and home sector, 2020.2'6
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Note: The size ranges in brackets are the number of Home Care Package places or recipients. From 27
February 2017, all Home Care Packages have been provided to individuals. Previously, Home Care Packages
were awarded to approved providers. Accordingly, information up to and including 2015-16 is for Home Care
Program operational places, while from 2016-17 it is for individuals who have been assigned a package.

The larger, for-profit providers now represent a greater share of the market, while the
proportion of not-for-profit and government providers has declined. The market share of
for-profit providers of residential aged care has increased from 34% in 2009-10 to 40%
in 2018-19, taking share from the not-for-profits and government services. In home care,
the shift is even more marked, increasing from 6% in 2009-10 to 21% in 2018-19. 2"/

1.6 Who pays, and for what?

The Australian Government subsidises the majority of aged care services in Australia. Older
people are currently required to contribute to the costs of their care and accommodation

if they can afford to do so. People contribute to the cost of their care and accommodation
in the form of co-payments and means tested fees. Co-payments are the fixed fees paid

by people towards the services that are subsidised by the Australian Government. Means
tested fees are determined through a combined assessment of a person’s income and
assets. Funds for aged care are also raised through public and private capital financing.

People receiving aged care services contributed $5.6 billion to the cost of their aged care
in 2018-19, of which $5.2 billion was spent on residential aged care.?'®

In 2019-20, the Australian Government’s total expenditure on aged care programs
administered by the Department of Health was $21.2 billion. Residential aged care
accounted for 64%, or $13.4 billion, of this spend.?"® The Australian Government’s total
expenditure on aged care programs administered by the Department was $18.1 billion
in 2017-18 and $19.9 billion in 2018-19.22°

According to the Aged Care Funding Authority, growth in residential care expenditure from
2017-18 to 2018-19 was largely driven by a 1.9% increase in the number of days of care
provided due to an increase in residents and a 4.7% increase in average care subsidy and
supplement payments. Growth in home care expenditure from 2017-18 to 2018-19 was
driven by a 19.5% increase in the number of days of care provided due to an increasing
number of Home Care Packages.??' While at the time of writing the Aged Care Funding
Authority had not released its report on aged care funding for 2019-20, we understand
Australian Government expenditure was impacted during this period by large releases of
Home Care Packages and increased funding in response to the COVID-19 pandemic.???
The Australian Government announced that it would increase its total funding for aged
care in the context of the COVID-19 pandemic, to $23.9 billion funding for the aged care
programs administered by the Department of Health for 2020-21, $24.5 billion in 2021-22,
$25.9 billion in 2022-23 and $27.1 billion in 2023-24.2%

Australian Government spending on aged care as a proportion of gross domestic product

is less than government spending in many other developed countries that are part of the
Organisation for Economic Cooperation and Development. 224 In this context, Australia has
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a relatively younger population than many other developed countries.??°> However,

an increasing proportion of the Australian population is made up of older people. This
trend is projected to continue.??® The Aged Care Financing Authority has indicated that
the cost of aged care will continue to grow over time due to the combined effects of this
demographic change, the increasing costs of services, and expectations of improvements
in the quality of services from older people and their families.??” It has also identified

other contributing factors, including increasing complexity of chronic health conditions

in ageing populations.??®

In 2020, the Parliamentary Budget Office projected that, over the next decade, Australian
Government spending on aged care will increase by 4.0% a year, after correcting for
inflation. This increase will mean that aged care spending will be growing significantly
faster than the rate of all Australian Government spending (2.7%). The Parliamentary
Budget Office predicts that by 2030-31, aged care will account for 5.0% of all Australian
Government expenditure compared to 4.2% in 2018-19.22° Aged care spending is
projected to increase by 0.3% of gross domestic product over the next decade,

from 1.0% of gross domestic product in 2018-19 to 1.3% by 2030-31.2%

The Aged Care Financing Authority reports on the profitability of the aged care sector
based on audited data on revenue and expenditure provided by aged care providers,
although results for any related parties are not accounted for in this reporting. According
to the Aged Care Financing Authority, approximately 25% of home care providers and
42% of residential aged care providers reported an operating loss in 2018-19.2%' The
Aged Care Financing Authority reports that the financial performance of residential aged
care providers would have been significantly worse but for the Australian Government’s
one-off $320 million increase in the Aged Care Financing Instrument in the final quarter
of the 2018-19 financial year.?® The impact of the COVID-19 pandemic on the financial
performance of aged care providers is not known at the time of writing. The Aged Care
Financing Authority has suggested that the pandemic may increase pressure on the
sector, particularly for providers in regional, rural and remote Australia.?

1.6.1 Residential care funding

Residential aged care is proportionally more costly than other forms of care, with almost
two-thirds of all aged care funding being directed to 21% of the people receiving aged
care.®®* This is at least partly attributable to the relatively higher care needs of people in
residential aged care. Australian Government funding for residential aged care is made
up of:

¢ operational funding, which supports day-to-day services such as nursing
and personal care, living expenses and accommodation expenses

¢ capital financing, which supports the construction of new residential
aged care facilities and the refurbishment of existing facilities.?

The operational funding in residential aged care is made up of Australian Government
funding and resident contributions.
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The Government determines its funding by setting:

¢ abasic care subsidy for personal and nursing care

¢ the rates of supplements paid to support aspects of residential care that incur
higher costs to deliver

e the maximum rate of accommodation supplement for those residents who cannot
afford to pay their accommodation costs.?%®

The relevant Australian Government Minister determines the rates for subsidies and care
supplements to be paid from 1 July each year, and the rates of accommodation-linked
supplements on 20 March and 20 September each year.?*’

An older person living in an aged care facility has both their income and assets means
tested to determine the fees they can be asked to pay. A resident may be required to
pay a number of fees and costs that relate to their care, accommodation and any other
services they may receive. In 2018-19, residents in aged care contributed $3.4 billion
towards their living expenses, $822 million towards accommodation costs by way of
Daily Accommodation Payments, and $513 million towards care costs.?%®

Paying for care

The majority of residential aged care funding is made up of the basic care subsidy which
supports the costs of providing personal and nursing care to people living in residential
care. The Aged Care Funding Instrument is the funding tool used to determine the amount
of funding paid to a residential aged care provider on behalf of a resident for their care. It
is used to assess the relative care needs of residents to allocate government funding.?*
Providers undertake their own Aged Care Funding Instrument assessments by assessing
care needs across three funding domains: activities of daily living, behaviour, and complex
health care. A resident is allocated a nil, low, medium or high classification (A, B, C or D)
across these domains, which determines the level of subsidies provided to the aged care
provider for that resident.?

The Australian Government sets the prices and rules for claiming Aged Care Funding
Instrument care subsidies.?*' At 1 July 2020, the daily Aged Care Funding Instrument
subsidy rates ranged from $0.00 a day (for someone rated as nil in all three domains)
to $223.14 a day (for someone rated as high in all three domains).?*

There is variability in the average Aged Care Funding Instrument claim per resident per day
between providers. This reflects differences in resident profiles and the claiming processes
of providers. Data from the Aged Care Financing Authority showed that in 2018-19 some
facilities averaged less than $70 per day in Aged Care Funding Instrument payments while
others averaged over $210 per day.?*
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In addition to payments under the Aged Care Funding Instrument, a provider may receive
residential care supplements depending on the provider / residents meeting eligibility
criteria. For example, an accommodation supplement assists residents who do not have
the means to meet that cost themselves; a viability supplement assists providers that

are smaller or in rural and remote areas; and a homeless supplement exists for eligible
facilities. There are other supplements based on high clinical needs.?*

All older people living in residential aged care can be asked by their aged care provider

to pay a basic daily fee to cover day-to-day living costs. This equates to 85% of the single
rate of the basic age pension. In September 2020, the basic daily fee was $52.25 a day,

or just over $19,000 a year.?*> The Australian Government sets this maximum charge,

but it is at a residential aged care provider’s discretion whether they charge the maximum
level of fees.?46

Means tested care fees are designed to ensure that wealthier older people contribute to
the cost of their personal and clinical care. The fees are calculated quarterly by Services
Australia based on an assessment of a person’s income and assets, including a part of

the value of their family home (except where it continues to be occupied by a protected
person). There are annual and lifetime caps on means tested fees, which are indexed twice
a year. Older people do not have to pay more than these caps in care fees. In September
2020, there was an annual cap of $28,087.41, and a lifetime cap of $67,409.85.%4

Paying for accommodation

Residential aged care providers charge for accommodation. People living in residential
aged care may choose to pay for accommodation through a lump sum Refundable
Accommodation Deposit, a Daily Accommodation Payment or a combination of the
two.28 Residents with low means have their accommodation costs subsidised by

the Australian Government.4

A Refundable Accommodation Deposit is a lump sum payment from an older person to an
approved provider for accommodation. A Refundable Accommodation Deposit effectively
acts as an interest-free loan from the person living in aged care to an aged care provider.
These lump sum payments are refunded when the person leaves residential aged care.?*°

Providers must publish the maximum ‘accommodation price’ that they propose to charge
for each room on My Aged Care and their own website.?®' The ‘accommodation price’ is
the amount of the Refundable Accommodation Deposit that the provider is seeking from
the resident. The amount of the Refundable Accommodation Deposit agreed between the
provider and the resident is often below the level of the published accommodation price.2%?

The average accommodation cost in 2013-14 was $296,000 for people entering residential

care. By February 2017, the Aged Care Financing Authority reported that the average had
increased to $350,000.25°
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Prices above a threshold of $550,000 must be approved by the Aged Care Pricing
Commissioner.2%* The Aged Care Pricing Commissioner receives applications from
residential aged care providers to charge accommodation prices above the threshold.

The Commissioner reviews and approves these prices, as well as applications for changes
to extra services fees. In 2018-19, the Commissioner received 230 new applications from
residential aged care providers for accommodation costs above $550,000, and approved
just over 400 applications, some of which were received in the previous financial year.?®
Accommodation costs above $550,000 were approved in relation to 8117 rooms in

that year.2%6

The average refundable accommodation deposit held by providers in 2018-19 was
$318,000. This had increased from $229,000 in 2013-14.2%"

Refundable Accommodation Deposits play a role in funding a residential aged care
provider’s capital investment to build new facilities and refurbish older ones. Refundable
Accommodation Deposits accounted for around 57% of residential aged care providers’
total reported assets in 2018-19.2%8

At 30 June 2019, the residential aged care sector held $30.2 billion in Refundable
Accommodation Deposits.2*® The total number of these deposits held by providers
at 30 June 2019 was almost 95,000.2¢°

A person may also choose to pay their accommodation costs through a rental-style Daily
Accommodation Payment. If a person is eligible (through means testing) for Australian
Government assistance, they need only pay a contribution to this daily fee.2¢

Accommodation costs are income and asset means tested. People with an income below
$27,840.80 and assets below $50,500, at September 2020, are not required to pay for their
accommodation.?®2 Some people will pay a partial contribution to their accommodation,
and those with higher income (above $70,320) or assets (above $171,535.20) are required
to pay the full cost of their accommodation.?®® There is a limit on the value of the family
home that can be considered as part of the means test, set at $171,535.20. The value of
the home above this amount is excluded from the calculation of a residential aged care
resident’s assets.?®* Different thresholds may apply for couples.

The Australian Government pays accommodation supplements to assist with the
accommodation costs of people living in residential aged care who do not have the
means to pay for all of these costs themselves. The Government determines the amount
of accommodation supplement payable by setting the maximum rate of accommodation
supplement and determining the share paid by residents based on a means test.?%

Fees for extra and additional services

Under the Aged Care Act, approved providers may charge extra service fees.?®® These
fees are set by individual providers, based on the extra services they wish to provide,
and include services such as higher standards of accommodation, a broader range
and higher quality of food, and non-care services such as recreational and personal
interest activities.?’” The Aged Care Pricing Commissioner must approve the fees.258
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Aged care providers may also charge for additional services, provided they have the
agreement of the person who is to receive them. There are limits on what can be provided
as an ‘additional service’. An aged care provider can only charge an additional service
fee for services that:

¢ it can demonstrate are better than what must be provided under Schedule 1
of the Quality of Care Principles

» are not specified care and services in Schedule 1 of the Quality of Care Principles
e are not covered by the payment of an extra services fee or accommodation payment
e are not services that a provider is required to deliver.2%°
There has been a significant decrease in recent years in the number of places with extra
service status. The Aged Care Financing Authority has indicated that this is likely to be
because the changes that were made to the accommodation pricing arrangements on
1 July 2014 reduced the need and motivation for providers to seek extra service status,

and that providers can offer additional care and services for additional fees outside the
extra service framework.2"°

1.6.2 Home care funding

Home Care Packages

In 2019-20, the Australian Government spent a total of $3.4 billion on Home Care
Packages.?"! This sum mainly consisted of subsidies to home care providers.
At 20 September 2020, the basic subsidies for home care per person were:

e Level 1—to support people with basic care needs—$24.46 a day
e Level 2—to support people with low care needs—$43.03 a day
e Level 3—to support people with intermediate care needs—$93.63 a day

e Level 4—to support people with high care needs—$141.94 a day.?™

In addition to the basic subsidy, there are a number of supplements available depending
on care need, such as for dementia care or for the provision of oxygen therapy.?”

People who receive a Home Care Package can be asked to pay a basic daily fee and

an income-tested care fee by their home care provider. These fees are charged for every
day a person is on a package, irrespective of whether they receive a service that day.

In 2018-19, these contributions to home care totalled approximately $107 million.?74
People may also pay an additional fee for services that are not covered by their package.

The maximum basic daily fee that may be charged by a home care provider is 17.5% of
the basic single age pension for a Level 4 Home Care Package.?’® This is $10.75 a day, as
of 1 July 2020. The basic daily fees for lower-level packages are capped at only marginally
lower rates: $10.48 a day for a Level 3 package, $10.19 a day for a Level 2 package, and
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$9.63 a day for a Level 1 package.?’® This means that people on a lower care package may
contribute a proportionately higher amount to their cost of care.

A person on a Level 1 package, worth around $9000 per year in Australian Government
contributions, may pay up to an additional 39% of the value of their package. A person on
a Level 4 package, worth about $52,000 per year, may pay up to an additional 8% of the
value of their package.

The amount of Australian Government contribution to the package is reduced by the
amount of the assessed income-tested care fee, irrespective of whether the provider
actually charges that fee.?’” There are annual and lifetime limits to how much a person
has to pay in income-tested care fees. As at 20 September 2020, the maximum annual
amount of income-tested care fees a person can be asked to pay is:

e $15.43 per day or $5617.47 per year for people with incomes below $53,731.60
(single person income rate)

e $30.86 per day or $11,234.96 per year for people with incomes above $53,731.60
(single person income rate).?’8

The lifetime cap for income-tested care fees is $67,409.85, for home care and residential
care combined. This means any income-tested care fees paid while a person is receiving
home care will be counted towards the cap if that person moves into residential care.?”
People on a full age pension do not pay an income-tested care fee.2®

The Aged Care Financing Authority reported that in 2018-19, it was likely many providers
were not charging basic daily fees and income tested fees for home care.?' Similarly, the
Tune review noted in 2017:

Well over 80 per cent of consumers of home care are pensioners, and contribute only a very
small proportion of the costs of care. Most providers are not charging consumers the full basic
daily care fee, despite it being a modest amount, while consumers are contributing less than

3 per cent of the income-tested component of care costs.?®?

While noting the limitations of the data, the Aged Care Financing Authority reported that
there was a significant decline in the financial performance of home care providers in
2017-18, with the mean operating income per person more than halving from $2989 in
2016-17 to $1217. In 2018-19, this stabilised to $1211.2% The drop in operating income
corresponds with the transfer, in 2017, of funding for Home Care Packages to the older
person instead of the provider.28* During this time, there was also a significant increase
in the number of home care providers, from 496 providers as at 30 June 2016 to 928

as at 30 June 2019.28

The rise of ‘unspent funds’ is a significant issue from both a service delivery and financial
performance perspective.?8 Prior to 2017, when people receiving home care moved
between home care providers or exited care (often to enter residential care), unspent
package funds could be retained by their former provider. Since 2017, unspent package
funds follow the older person to their new provider or are returned to the Australian
Government and the older person, based on their respective proportions paid.?®” This

39



Royal Commission into Aged Care Quality and Safety Final Report Volume 2

means that home care providers’ income streams have become less stable because
people receiving care can move between providers. It also means that care providers need
to ensure good prudential arrangements so that they are able to repay unspent funds.

According to the Aged Care Financing Authority, at 30 June 2019, home care providers
reported holding unspent funds of $751 million. This is an increase from $539 million at
30 June 2018.2%8 The Aged Care Financing Authority has explained that unspent funds
may accumulate for a number of reasons, including that:

consumers wish to save a proportion of their budget for future events; the services that the
consumer wants are not available; the consumer is reluctant to allow people into their home;
misconceptions that the money not spent under the package [Home Care Package] belongs
to the consumer; or because the consumer does not require all the funds allocated to them.2°

The Aged Care Financing Authority has also commented that:

if the consumer does not need all the funds they have been allocated, these funds could be
used more effectively elsewhere, including meeting unmet demand. Unspent package [Home
Care Package] funds also raises prudential issues since these funds held by providers need
to be available should the consumer leave their care (either transferring to another provider
or leaving home care).2%

In the 2019-20 Budget, the Australian Government announced that payment arrangements
in home care would be changed from payment in advance to payment in arrears for
services delivered —that is, payment for service already delivered. This change is intended
to avoid Australian Government funding for subsidies and supplements being held as
unspent funds by providers.?®! At time of writing, this change was intended to begin

in February 2021 .29

Commonwealth Home Support Programme

During 2019-20, the Australian Government provided $2.6 billion for the delivery of
services under the Commonwealth Home Support Programme, which provides grants

to service delivery organisations, often not-for-profit community groups.2®® Periodically,
organisations can apply for grants on the Grant Connect website to fund services under
the Commonwealth Home Support Programme.2** In 2019-20, the Australian Government
also provided just under $160 million to My Aged Care, the Regional Assessment Service,
and other initiatives in support of the program. In total, with these other initiatives included,
Government expenditure for the program in 2019-20 was nearly $2.8 billion.?%

The Commonwealth Home Support Programme has no formal means testing for
contributions from people receiving care. Instead, a Client Contribution Framework
outlines a number of principles that providers should adopt when setting and implementing
their own client contribution policy. The principles seek fairness and consistency,

aiming to ensure that those who can afford to contribute to their cost of care do s0.2%

In 2018-19, contributions from older people to the Commonwealth Home Support

Programme totalled $252 million, around 10% of the program’s total funding. This
is a stable proportion from the previous year.2%’
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The 2017 Legislated Review of Aged Care recommended that mandatory contributions
based on a person’s financial capacity be introduced for services under the
Commonwealth Home Support Programme.?®® This would introduce means testing

to the program and bring it more in line with the funding regimes of home care and
residential care. The Government is yet to respond to this recommendation.

1.6.3 Other programs

The Australian Department of Health refers to a number of other services as ‘flexible care’.
In 2019-20, Australian Government funding for flexible care programs exceeded $575
million.2*® Funding for these programs, with the exception of NATSIFACP, is by way of

the Flexible Care Subsidy.?® These initiatives, other than NATSIFACP and the Short-Term
Restorative Care Program, are jointly funded by the Australian Government and State

and Territory Governments.3%!

Transition Care Program providers and Short-Term Restorative Care providers may charge
people a daily care fee, if the person is in a financial position to contribute to their care.
Contributions are charged at 85% of the aged pension for care delivered in a residential
aged care setting, or 17.5% for care delivered in the person’s home. This aligns these

two programs’ daily care fees with the basic daily fees in residential and home care
respectively.3%?

NATSIFACP is administered outside of the Aged Care Act, and is grant funded by the
Australian Government.®® In 2019-20, NATSIFACP providers received nearly $60 million
in grant funding.3%*

1.7 How aged care is regulated

In Australia’s federal system of government, administration of aged care falls within

the Australian Government’s health portfolio.** The Minister for Health and Aged Care, in
Cabinet, and the Minister for Senior Australians and Aged Care Services have responsibility
for the policy, program and regulatory oversight of the quality and safety of Australian
Government-funded aged care services, assisted by the Australian Department of
Health.3% Prior to the ministerial reshuffle announced on 18 December 2020, the aged

care portfolio was assigned to the Minister for Aged Care and Senior Australians,

outside of the Cabinet.3%"

On 1 January 2019, the Aged Care Quality and Safety Commission was established as
an independent statutory body, replacing the Australian Aged Care Quality Agency and
the Aged Care Complaints Commissioner.2® Additional regulatory functions previously
carried out by the Secretary of the Australian Department of Health were transferred

to the Aged Care Quality and Safety Commissioner on 1 January 2020.
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1.7.1  The statutory framework

The statutory framework of the aged care system sets out the requirements to
be an approved provider, for the allocation of aged care places and the eligibility
and classification of people receiving care. It also sets out the responsibilities

of approved providers, including in relation to aged care quality and safety.

The statutory framework is a patchwork of legislation and other instruments. The Aged
Care Act and the Aged Care Quality and Safety Commission Act 2018 (Cth) are the primary
pieces of legislation governing aged care in Australia. The Aged Care Act permits the
Minister to make Principles about various matters.3%®

The Aged Care Quality and Safety Commission Act establishes the Aged Care Quality and
Safety Commission and, together with the Aged Care Quality and Safety Commission Rules
2018 (Cth), sets out the functions of the Aged Care Quality and Safety Commissioner. The
Commissioner’s functions include ‘protecting and enhancing the safety, health, well-being
and quality of life of aged care consumers’. Other functions include approving aged

care providers, regulating them, imposing sanctions, handling complaints, undertaking
consumer engagement, and providing education. ®'° The Commissioner’s regulatory
functions include accrediting aged care services, conducting quality reviews, and
monitoring the quality of care.’"

1.7.2 Approval of providers

An entity must be approved as a provider of aged care services to receive subsidies
under the Aged Care Act.?'? Since 1 January 2020, the Aged Care Quality and Safety
Commissioner has been responsible for the approval of providers. Before this,

the Secretary of the Australian Department of Health held this responsibility.

The requirement to be an approved provider does not apply to services under the
grant-funded Commonwealth Home Support Programme and NATSIFACP. However,
these providers are subject to quality reviews by the Aged Care Quality and Safety
Commissioner.3'®

To be approved as a provider, a non-government applicant must satisfy the Commissioner
that it is a corporation, is ‘suitable to provide aged care’, and that none of its ‘key
personnel’ is a ‘disqualified individual’.'* The Commissioner must consider a range of
factors when deciding whether an applicant is ‘suitable to provide aged care’. These
include the applicant’s experience in delivering aged care, or any other relevant form of
care, its demonstrated understanding of its responsibilities as an aged care provider, and
the systems it has, or will have, in place to meet its obligations. Key among these are
systems to ensure sound financial management. The Commissioner must also consider,
among other factors, the applicant’s conduct in delivering aged care, or any other type

of relevant care, including its compliance with its obligations and responsibilities. 1°
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The Commissioner must revoke a provider’s approval if they are satisfied that the approved
provider is no longer suitable to provide aged care, and may revoke approval if satisfied
that the provider has not complied with one or more of its responsibilities.3'®

The decision not to approve a provider or to revoke the approval of a provider is subject
to review. In the first instance, the review of the decision is undertaken by an internal
decision reviewer as a delegate of the Commissioner. Applications may be made to the
Administrative Appeals Tribunal for review of a reconsideration decision of an internal
decision reviewer. %7

1.7.3 Provider responsibilities

The Aged Care Act and the Aged Care Principles together set out providers’ obligations
and responsibilities. These obligations and responsibilities span the quality of care

that must be provided, the rights of those receiving care, described as ‘user rights’,

and accountability for the care provided and the suitability of key personnel.®®

Quality of care

Part 4.1 of the Aged Care Act describes the quality of care approved providers must
provide, including:

e providing the care and services specified in the Quality of Care Principles,
including complying with the Aged Care Quality Standards

e maintaining an adequate number of appropriately skilled staff to meet the care
needs of people

e providing care and services of a quality that is consistent with any rights and
responsibilities of people receiving care, as specified in the User Rights Principles.®"°

The Quality of Care Principles set out the care a provider must or may provide in different
care settings and for people with different levels of need. The Principles also set out
whether the provider can charge a fee for those services. The Principles provide that
physical and chemical restraint should only be used as a last resort.32°

Aged Care Quality Standards

Approved providers must comply with the Aged Care Quality Standards. These Standards,
contained in a schedule to the Quality of Care Principles, apply to residential care, home
care and flexible care.?*' The Standards came into force on 1 July 2019, replacing the
Accreditation Standards, the Home Care Standards and those that previously applied to
NATSIFACP and Transition Care. Providers of services under the Commonwealth Home
Support Programme are also required to meet the Aged Care Quality Standards as a
condition of their grant agreements.32
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The eight Standards are:

e Standard 1—consumer dignity and choice

¢ Standard 2—ongoing assessment and planning with consumers
e Standard 3—personal care and clinical care

o Standard 4 —services and supports for daily living

e Standard 5—organisation’s service environment

e Standard 6—feedback and complaints

o Standard 7—human resources

e Standard 8 —organisational governance.3??

Each standard includes a statement of outcome for the person receiving care; a statement
of expectation for the provider; and the requirements a provider must demonstrate in order
to meet the Standard.

The Aged Care Quality and Safety Commissioner can monitor the compliance of approved
providers with their responsibilities and performance against the Aged Care Quality
Standards.??* Failure to meet these Standards may lead to sanctions being imposed

under the Aged Care Quality and Safety Commission Act.%?

User rights

Part 4.2 of the Aged Care Act and the User Rights Principles set out the general
responsibilities an aged care provider has to people receiving care and to people preparing
to enter aged care. Failure to meet those responsibilities may lead to sanctions being
imposed under the Aged Care Quality and Safety Commission Act.®?® The User Rights
Principles require an approved provider to give each person receiving care, and help

them to understand, a copy of the Charter of Aged Care Rights.®?” The Charter states:

| have the right to:

1. safe and high quality care and services;
be treated with dignity and respect;
have my identity, culture and diversity valued and supported;

2

3

4. live without abuse and neglect;

5. be informed about my care and services in a way | un