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Critical Background 

• Private health insurance in Australia is community rated, not risk-rated like other forms of insurance. This prevents private 

health insurers from charging higher premiums for people who are more likely to claim on their insurance, such as the 

elderly. If health insurance was risk-rated, health insurance would be unaffordable for many people in these high claiming 

groups. Community rating means the premiums paid by healthier (typically younger) people, cross-subsidise the claims 

made by sicker (typically older) people.  

• The study commissioned by the previous government and developed by a third party (Finity) uses different assumptions and 

data, including about participation, claims values, and rebate expenditure. Where relevant, the findings of and feedback to 

the study have been considered in the development of these changes.  

• The impact on the insured population in 2028-29 was chosen to ensure the effect of the Rebate change had fully flowed 

through to consumer PHI decisions in the modelling.  

Previous Engagement 

• Consultation with stakeholders about PHI incentives, including Rebate settings, was undertaken in 2022 and 2023 and 

included insurers, healthcare providers, hospitals, consumers and other interested parties.  

• The department has not consulted on the specific proposed changes to the Rebate due to the sensitivities involved. 

• Feedback reflected through the 2022-2023 independent study and subsequent public consultation was considered. 

Attachments 
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Talking Points 

<PDR No> 

Click or tap to enter a date. 

Subject: Aged Care Early Budget Announcements 2026-27 

Key Points: 

• On Wednesday 22 April 2026, Minister for Health and Ageing, the Hon Mark Butler
MP announced a new $3 billion Government aged care investment as part of
2026-27 Budget.

• This investment will deliver further changes to support older people receiving aged
care at home and in residential services.

• For residential aged care these changes are expected to create an additional 5,000
residential aged care beds per year by incentivising aged care providers to build new
homes and accept lower means residents through:

o two new targeted capital subsidies (from 1 January 2027) and
o an increase in the accommodation supplement (1 March 2027).

• The changes:
o will decrease the number of people currently faced with delayed discharge

from hospital, due to lack of access to residential aged care facilities and lack
of support services for high need residents and

o form part of the Government’s initial response to the independent
Residential Aged Care Accommodation Pricing Review.

• For Support at Home:
o Older people will no longer be required pay for showers from 1 October 2026
o Government is investing $1 billion to cover the costs of personal care

including showering ad non-clinical continence management.

• The Private Health Insurance rebate for over 65s is being changed so they receive
the same level of Government support as other Australians with funding to be
rediverted in to aged are.

Residential Aged Care investments 

• As part of the $3 billion, the changes to residential aged care focus on delivering
more beds for older Australians.

• Lack of supply of aged care beds is putting pressure on the hospital system, as some
older Australians who are clinically ready for discharge are unable to find an
available residential aged care bed.

• The package will support the construction of an additional 5,000 residential aged
care beds each year, to keep up with the rapidly increasing ageing population and
help alleviate pressure on the health system.
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OFFICIAL 

Targeted Capital Subsidies 

• From 1 January 2027 new targeted capital subsidies will be available for residential
care providers (not already receiving Aged Care Capital Assistance Program (ACCAP)
funding for the relevant project) to fund:
o new homes with an additional $30 per supported resident per day (for up to 25

years) and
o expanding existing homes with an additional $15 per supported resident per day

for homes that increase their bed numbers by at least 40% (for up to 15 years)

Accommodation Supplement changes 

• From 1 March 2027, the base value of the accommodation supplement will increase
by up to $5 per resident per day and remove the current bottom two tiers of the
accommodation supplement system.

• The Government will also increase the higher accommodation supplement (HAS) by
$5 per resident per day and introduce a new HAS tier system for homes with 0-29%,
30-39%, and 40+% supported resident ratios.

• From 1 March 2028, a top up payment supplement will be payable for services that
have supported resident ratios of 60% or higher, to encourage them to
accommodate those who don’t have the means to pay for their care.

Specialist Dementia Care 

• Older people living with dementia, particularly those with more complex care needs,
will be more able to access suitable care, reducing delays in discharge from hospital
with $200m to allocated to:

o Hospital to Aged Care Dementia Support Program which supports patients to
transition out of hospital into residential aged care, or back into the
community with appropriate aged care support and

o Specialist Dementia Care Program funds dedicated units for people with very
severe symptoms who cannot be cared for within mainstream residential
aged care settings.

Support at Home changes 

• From 1 October 2026, older people will no longer be required pay for showers.

• $1 billion is also being provided to change the treatment of showering, continence
management and dressing through the Support at Home program.

• This will improve dignity and ensure older people get the personal care they need.

• Older people will be eligible provided they have access to personal care services as
outlined in their care and available Support at Home funding.

• These items will move from the ‘independence’ contribution category to the ‘clinical
supports’ contribution category in the Support at Home program.

Private Health Insurance rebate 

• The Minister also announced there would be changes to Private Health Insurance
subsidies for consumers over the aged of 65.

• For people over 65 who are currently receiving a higher government rebate on their
Private Health Insurance, will start to receive the same government rebates as all
other Australian’s accessing Private Health Insurance as of 1 July 2026.
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Private Health Insurance: Pre-Budget Announcement Q&A 

Contents 
1. Modernising the Private Health Insurance Rebate ........................................................................... ...................................... 2 
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