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CPSA is a non-profit, non-party-political membership association founded in 1931 which 
serves pensioners of all ages, superannuants and low-income retirees. CPSA has 130 
branches and affiliated organisations with a combined membership of over 29,000 
people living throughout NSW.  CPSA’s aim is to improve the standard of living and well-
being of its members and constituents. CPSA depends for the majority of its funding for 
core activities as a peak body on a $440,000 grant from the NSW Government and a 
$68,000 grant from the Australian Government. CPSA engages in systemic advocacy on 
behalf of its constituency and also auspices four services which receive Government 
funding: the Health Promotion Service for Older People, the Older Persons Tenants’ 
Service, the Park and Village Service and a Community Visitors Scheme. CPSA 
acknowledges the potential for conflict of interest arising for CPSA and the NSW and 
Australian Governments as a result of this funding arrangement. CPSA is committed to 
managing any conflict of interest issues in an ethical manner. 
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CPSA welcomes the opportunity to provide comment on the Accommodation Pricing 
Guidelines as part of the residential aged care accommodation pricing reforms to be 
implemented as of 1 July 2014. 
 
The price of low care and extra service residential aged care accommodation for non-
concessional residents has, on average, been inflated particularly in recent years. In its 
Caring for Older Australians report, the Productivity Commission noted that the average 
bond as at 2010 was three and a half times the average bond in 1998. In the ten years since 
1998, average bonds rose by 13% each year. The Commission pointed out that bonds often 
failed to reflect the cost of accommodation provided. There is an obvious need for reform in 
this area to protect consumers from overcharging and CPSA is pleased that the Productivity 
Commission and the Australian Government have acknowledged this issue. 
 
However, the pricing guidelines in their current form are likely to fail to protect most 
consumers from overcharging.  
 
Firstly, the self-approval process for tier one and tier two fees is unregulated, and therefore 
open to gaming. Providers have an incentive to charge accommodation fees at the 
maximum tier two price, which is proposed to be $85 per day. This is because there will be 
no oversight of tiers one and two accommodation prices. Although prices will be published, 
unless consumers are able to choose a cheaper facility, there will be no pressure to lower 
prices. Choosing a different facility is often no easy task, particularly in smaller regional 
areas where there may be only one or two facilities to choose from. However, even in 
metropolitan areas, occupancy rates are high, limiting choice.  
 
Secondly, although providers will need to certify that prices have been determined in 
accordance with relevant legislation and the pricing guidelines, as well as taking into 
consideration accommodation available in other facilities, there is no mechanism by which a 
provider of tier one and tier  two services would be penalised if it is found that overcharging 
has occurred. This „certification‟ is therefore inconsequential. If two identical facilities placed 
next door to each other charged different prices for accommodation – for example, facility A 
charged a daily accommodation fee of $55 per day while facility B charged $85 - the pricing 
guidelines offer no recourse for facility B residents in terms of reducing their accommodation 
fees, even though facility B seems to not pay any regard to facility A‟s fees. Of course, 
people would choose facility A over B, but it is likely that facility A would fill up quickly, 
leaving the remainder of people who need to move into a residential aged care facility no 
choice but to settle for facility B.   
 
More importantly, in this scenario, facility A would have an obvious incentive to increase 
their price to facility B‟s level, particularly in a market where demand is high and supply is 
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constrained, as is generally the case in aged care. Thus, it is likely that the $85 daily 
accommodation fee will become the norm. The only safeguard for residents is the means 
test.   
 
These issues highlight the paucity of the guidelines for the expected 88% of aged care 
residents subject to the new fee arrangements under tiers one and two.  
 
The remaining 12% of residents expected to fall under the tier three prices will at least have 
an assurance that their accommodation prices have been vetted by the Aged Care Pricing 
Commissioner. However, this approval process appears to be weak in terms of consumer 
protection.  
 
The minimum requirements for tier three pricing is that the room be a single “large modern 
room with private ensuite” and that the building has met all certification requirements as 
prescribed by legislation. The other elements of the accommodation are then open to 
interpretation and are by no means prescriptive.  
 
For example, there is no requirement that the accommodation have adequate physical 
security measures to protect residents from other residents who may be violent and/or 
abusive. Equally, there is no requirement to go beyond the Building Code of Australia‟s fire 
safety specifications for residential aged care facilities, which currently exclude fire sprinkler 
systems. It has been well established that fire sprinkler systems save lives, yet under the 
proposed guidelines, it does not appear that a sprinklered home would be priced any 
differently to a non-sprinklered home. There is also no requirement to implement good 
design in terms of housing people with dementia and other cognitive impairments for which 
housing design has been shown to have an impact.   
 
In CPSA‟s view, the components of accommodation should be priced in a similar fashion to 
the pricing of care under the Aged Care Funding Instrument. Each component should attract 
a certain price, and accommodation fees should be set accordingly. This would reduce the 
subjectivity of the guidelines as they currently stand and make it fairer  for all involved. 
 
Of great concern is that aged care consumers who feel they have been overcharged have 
no method of recourse to recoup fees or have their fees reduced under the amended Aged 
Care Principles. This is a glaring oversight of the pricing guidelines and somewhat 
undermines the purpose of establishing an Aged Care Pricing Commissioner. Delegating 
responsibility for complaints over pricing to the Aged Care Complaints Scheme, which will 
only have the power to examine a complaint and no power to overturn prices, beggars 
belief. Not only is this an evasion of an obligation to protect vulnerable consumers from price 
gouging, itwill be a waste of the Scheme‟s resources to examine such complaints as no 
resolution can be delivered (for overcharging).  
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CPSA believes that the logical step to take would be to make the Pricing Commissioner 
responsible for complaint handling over pricing, including complaints about a facility‟s 
obligations under sections 4, 5 and 6 of the guidelines. However, the Commissioner must 
have the power to overturn prices s/he deems excessive and which do not reflect the quality 
of accommodation provided. The Commissioner should also have the power to order a 
home to refund any fees that were overcharged. These provisions should apply, as a 
minimum, to tiers two and three accommodation fees. 
 
Another element that the Pricing Commissioner should have jurisdiction over is providers‟ 
investment of bond monies to ensure providers invest bonds in a manner that achieves 
reasonable returns relative to prevailing investment conditions. Under the Living Longer 
Living Better reforms, providers will no longer have an incentive to invest bonds at a level 
over the cash rate (or indeed, even that). This is because any shortfall in funding from bond 
earnings may be compensated for by dipping into the bond principal or charging the resident 
a higher daily fee. Although this will be done as per the resident agreement, that still does 
not address the issue of a lack of incentive to invest bond monies in a manner that is in the 
best interest of the resident.   
 
CPSA recommends that:  
 

1. Tiers two and three prices be regulated by the Aged Care Pricing Commissioner; 

2. Accommodation pricing for tiers two and three be set out by components, each of 

which attracts a certain price. These components should be specific and include 

building design and resident safety measures; 

3. The Aged Care Pricing Commissioner be responsible for pricing complaints, including 

complaints about a facility‟s obligations under sections 4, 5 and 6 of the guidelines. 

The Pricing Commissioner should have the power to overturn prices under tiers two 

and three as well as order refunds of fees that were overcharged; and 

The Aged Care Pricing Commissioner have oversight over providers‟ investment of bond 

monies to ensure that they are invested in a manner that delivers reasonable returns as per 

prevailing investment conditions.   


