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How long can the former home be 
exempt after moving into aged care?

If you’re thinking, ‘that’s a simple one – two years!’, then that’s only part of the answer. 
The cause for confusion with this question stems from the fact that the assessment 
of the former principal home differs for social security and aged care purposes. If the 
assessment is for a social security payment, for example Age Pension, then it is at least 
two years and depending on the person’s circumstances. However, that may not be the 
case for the aged care assessment.

For social security purposes, where a person enters residential aged care and keeps 
the former home, they are considered a homeowner and the home is exempt under 
the assets test for two years from the date they vacate the home. After the two year 
exemption period, the person is considered a non-homeowner and the value of the 
home is assessed as an asset.

In the case of couples, the former home will be exempt for as long as one member of 
the couple continues to live in it. However, if the second member of the couple vacates 
the home, it will be exempt under the assets test for two years from the date the 
second member of the couple vacates it.

For aged care purposes, the former home is exempt if a protected person occupies the 
home. This assessment applies both at the time of entry and while the person resides 
in aged care. If a protected person does not occupy the home, then the home will be 
assessed at the lower of:

• the capped value (currently $178,839.20); and 

• the market value of the home (half of the market value for each a member of 
a couple).
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A protected person includes:

• a partner – can be a spouse or a de facto (same sex or different sex);

• a dependent child¹ – cannot be in full-time employment or receive a social security 
pension or benefit;

• a carer – who had occupied the home for the past two years and was eligible to 
receive an income support payment² (ISP) at the time; or

• a close relation (a parent, sibling, child or grandchild) – who had occupied the home 
for the past five years and was eligible to receive an ISP at the time.

Rental income from the former home will be assessed for social security as well as for 
aged care purposes. 

Note that the assessment of the former home can differ for some residents who entered 
aged care before 1 January 2017. For further information on the assessment of the 
former home, see Challenger Aged Care Guide.

1    Aged Care Act 1997 s44-26B (1).

2   Full of list of income support payments are listed in the Social Security Act 1991 s 23(1) – Some of the common 
ones include Age Pension, Service Pension, Income Support Supplement, Disability Support Pension, Carer 
Payment and Jobseeker Payment. Note that Carer Allowance is not included in the list.

https://www.adviseronlineportal.com.au
http://classic.austlii.edu.au/au/legis/cth/consol_act/aca199757/s44.26b.html
http://classic.austlii.edu.au/au/legis/cth/consol_act/ssa1991186/s23.html#income_support_payment
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The information in this article is current as at 20 May 2022 unless otherwise specified and is provided by Challenger Life Company 
Limited ABN 44 072 486 938, AFSL 234670 (Challenger, our, we), the issuer of the Challenger annuities (Annuity(ies)). The information 
in this article is general information only about our financial products and is intended solely for licensed financial advisers or authorised 
representatives of licensed financial advisers, and is provided to them on a confidential basis. It is not intended to constitute financial 
product advice. This information must not be distributed, delivered, disclosed or otherwise disseminated to any investor, without our 
express prior approval. Investors should consider the applicable Annuity Target Market Determination (TMD) and Product Disclosure 
Statement (PDS) available at challenger.com.au and the appropriateness of the applicable product to their circumstances before making 
an investment decision. This information has been prepared without taking into account any person’s objectives, financial situation or 
needs. Each person should, therefore, consider its appropriateness having regard to these matters and the information in the Target 
Market Determination (TMD) and Product Disclosure Statement (PDS) for the applicable Annuity before deciding whether to acquire 
or continue to hold the product. A copy of the TMD and PDS is available at challenger.com.au or by contacting our Adviser Services 
Team on 1800 621 009. Any examples shown in this article are for illustrative purposes only and are not a prediction or guarantee of 
any particular outcome. This article may include statements of opinion, forward looking statements, forecasts or predictions based 
on current expectations about future events and results. Actual results may be materially different from those shown. This is because 
outcomes reflect the assumptions made and may be affected by known or unknown risks and uncertainties that are not able to 
be presently identified. Where information about our products is past performance information, past performance is not a reliable 
indicator of future performance. Any illustrations involving taxation, Centrelink rules or benefits and/or Department of Veterans’ 
Affairs rules or benefits are based on current laws at the date of currency specified in this article and these laws may change at a future 
date. Neither Challenger, nor any of its officers or employees, are a registered tax agent or a registered tax (financial) adviser under the 
Tax Agent Services Act 2009 (Cth) and none of them is licensed or authorised to provide tax or social security advice. Before acting, 
we strongly recommend that prospective investors obtain financial product advice, as well as taxation and applicable social security 
advice, from qualified professional advisers who are able to take into account the investor’s individual circumstances. In preparing this 
information about taxation, Centrelink rules or benefits and/or Department of Veterans’ Affairs rules or benefits, Challenger relied on 
publicly available information and sources believed to be reliable, however, the information has not been independently verified by 
Challenger. While due care and attention has been exercised in the preparation of this information, Challenger gives no representation 
or warranty (express or implied) as to its accuracy, completeness or reliability. The information presented in this article is not intended 
to be a complete statement or summary of the matters to which reference is made in this article. To the maximum extent permissible 
under law, neither Challenger nor its related entities, nor any of their directors, employees or agents, accept any liability for any loss 
or damage in connection with the use of or reliance on all or part of, or any omission inadequacy or inaccuracy in, the information 
in this article. 

Challenger Life is not an authorised deposit-taking institution for the purpose of the Banking Act 1959 (Cth), and its obligations do not 
represent deposits or liabilities of an authorised deposit-taking institution in the Challenger Group (Challenger ADI) and no Challenger 
ADI provides a guarantee or otherwise provides assurance in respect of the obligations of Challenger Life. Accordingly, unless 
specified otherwise, the performance, the repayment of capital and any particular rate of return on your investments are 
not guaranteed by any Challenger ADI.

https://www.challenger.com.au/
https://www.challenger.com.au/

