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Background
The Department of Mines, Industry Regulation and

Next Steps

Safety – Consumer Protection Division (Consumer

The Government has made a decision to implement

Protection) has been consulting on proposed changes

the recommendations in the DRIS. Many of the

to retirement villages laws. Between August 2019

recommendations require changes to be made to

and July 2021 Consumer Protection released four

the Retirement Villages Act 1992 (RV Act) and the

consultation papers seeking public feedback about

Retirement Village Regulations 1992 (RV Regulations)

proposed reforms to the Act.

and Fair Trading (Retirement Villages Code)

A Decision Regulatory Impact Statement (DRIS),
that summarises the outcome of the consultation,
analyses the likely impact of those reforms and sets
out Consumer Protection’s recommendations has

Regulations 2022 (RV Code). The first stage will be
to prepare a Bill to be introduced into Parliament.
Further targeted consultation will be undertaken with
stakeholders as the amendments are developed.

been published and is available on the Consumer
Protection website. This paper is a summary of the
consultation feedback and Consumer Protection’s
recommendations.
Consumer Protection thanks all respondents for
taking the time to contribute to the consultation.
It is noted that, while the Government has now
made a decision to progress a set of reforms,
further targeted consultation will be undertaken with
stakeholders as the amendments are developed
which will add in some detail to the proposals, and
may result in some variations to the current proposals
as that work progresses.
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This report summarises your feedback on the main issues
identified about:
1. Choosing and entering a retirement village

Top 5
Responses

•

Definitions in the RV Act

•

Advertising and price structure of the RV product

•

Community arrangements

90

•

Public database

•

Buying off the plan – multiple contracts

Responses

Exit
entitlements
2.

61

Responses

58

Responses

52

Responses

49

Responses

Refurbishment

Conduct
obligations

Living in a retirement village
•

Resident and operator conduct

•

Reserve funds

•

Fees – how they are defined and funded

•

Budgets

•

Dispute resolution

•

Process for making changes to a retirement villages

3.

Advertising and
price structure

Leaving a retirement village
•

Preparing the property for sale

•

Exit fees

•

Exiting to enter a residential aged care facility

Mandatory
reserve funds
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1. DECIDING TO LIVE IN A 					
RETIREMENT VILLAGE
When consumers decide to live in a retirement
village they sign a contract to buy what we refer
to as the retirement village product (RV product).
The RV product involves the operator providing

1.1

What you told us:
•

setting.

Residents and operators believe that key
definitions in the RV Act are not clear and can

accommodation, amenities and services, including
management services, to a resident in a community

Definitions in the RV Act

cause misunderstanding and confusion.
•

Residents and operators agreed that retirement
village living involves the three elements of

The resident pays for the RV product under a price

accommodation, amenities and services in a

structure that is set out in a contract. Different

managed community.

payments are made over time, both before, during,
and at the end of, the residency. Some residents live

What we recommended:

in the retirement village on a lease or licence. Other

•

Clearer definitions for key RV terms.

residents purchase a retirement village strata or

•

Changing the definitions of ‘retirement village’ and

purple title property.

‘residence contract’ to show that they include the
amenities and services provided in a managed

Choosing and entering a retirement village is a

community setting.

complex financial and legal decision. The aim of the
reforms in this section is to improve the information
an operator provides to consumers about the RV
product. This will help consumers better understand

Why we recommended this:
•

residents with an operator relates to more than

what they are purchasing and the cost structure, so
they can make better decisions.

To make it clear that the contract entered into by
accommodation.

•

To make it clear that operators have
responsibilities and obligations relating to
amenities and services and management of the
retirement village.
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1.2

Advertising and price structure

•

A key terms summary could assist with
information overload for consumers.

What you told us:
Advertising information – tenure and price

Information about costs and price structure

•

•

Prospective residents often look at the upfront
price only and do not fully understand that the

earlier price information should be provided to

RV product is different from a standard

prospective residents.

residential purchase.
•

•

Operators and residents did not support using

Residents and some operators thought that

the Average Resident Comparison Figure (ARCF)

advertising and marketing materials for

that is used in New South Wales saying that it

retirement villages should contain specific

was too complex.

information about the RV product such as tenure
– example, whether it is a lease, licence, strata or

•

purple title.
•

Residents and some operators think that

Some retirement villages already provide
consumers with a key terms summary of
contract options. An example is provided below:

Operators are concerned about advertising
requirements being too prescriptive and also that
they might create more confusion.

Example: Early Disclosure Agreement

Items for disclosure

Option 1 – Peace of Mind

Option 2 - Capital Share

Stamp duty

✗ (except for freehold-title homes)

✗ (except for freehold-title homes)

Deferred Management Fee

✔ 5% per annum over 5 years (max. 25%)

✔ 5% per annum over 7 years
(max. 35%)

Reinstate/renovation costs

✗ (except beyond fair wear and tear)

(state by state dependant)

✔ resident contribution dependant
on works required

Capital gain/loss

✗ 0%

✔ 50%

Sales/admin costs

✗ Nil

✗ Nil

6 months

18 months

✔ Provides a clear picture of expenses when

✔ Share in capital gains

(unless a 3rd party sales
agent is appointed)
Repayment timing after
departure guarantee^
Benefits

selling the home
✔ Financial security - know exactly what costs
you incur upon leaving the village; can plan

✔ Good option if purchasing in an
area where you expect property
prices to grow

for next steps accordingly whether it be
aged care or children’s inheritance.
✔ More attractive for the risk averse customer
Things to consider

If the value of the home increases over time, you Share in capital loss if property
will not receive any capital gains

value drops
Cannot forecast costs with
certainty
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•

•

The Western Australian Retirement Villages

Information about costs and price structure

Residents Association (WARVRA) agreed that

•

this approach is useful and allows residents to

to provide additional and clearer information

compare retirement villages.

about the total cost of the RV product.

Industry peak bodies are concerned about

•

of the fees and charges associated with the

being too detailed. They said that with such a

RV product.

offered, providing a simple entry or exit price
could be misleading.
Pre-contractual disclosure
Operators told us that current pre-contractual
disclosure requirements are already too onerous

Pre-contractual disclosure
•

Why we recommended this:
•

other accommodation options.
•

consumers in advertising and marketing of the

villages.
•

the type of tenure offered (such as whether it
is lease for life, licence, strata or purple title)

•

that the accommodation falls under the RV

To ensure that the information being provided to
consumers is effective and not too burdensome

RV product about:
•

To help consumers consider the costs of
retirement village living and compare different

Advertising information – tenure and price
To require operators to provide information to

To help consumers understand at an early stage
the difference between a retirement village and

and costs should be made simpler.

What we recommended:

To review current pre-disclosure requirements to
make them simpler and more effective.

and that disclosure requirements around price

•

Operators be required to publish a key summary

requirements for upfront pricing information
wide variety of retirement villages contracts

•

Advertising and marketing materials be required

for operators.

What we will do next:
•

We will consult further with stakeholders about
the best way of providing consumers with clear

Act and is in a managed community with

upfront information, without imposing too many

amenities and services.

costs on industry.
•

We will work with resident groups and operators
to identify areas in pre-contractual disclosure that
can be made simpler and more effective.

SUMMARY CONSULTATION PAPER - Stage Two of proposed reforms to Retirement Villages Legislation in Western Australia
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1.3

Community arrangements

What you told us:
•

Why we recommended this:
•

arrangements and arrangements common to

Residents have concerns about different

all residents.

provisions in individual contracts for retirement
village arrangements that they believe should be

•

Residents would like more information about
some arrangements in their retirement village
to help them understand how some things work

What we will do next:
•

financial arrangements and common community
arrangements.
•

1.4

Public database

There is no complete list of retirement villages and
operators in WA. A list of retirement villages would
allow consumers to identify what complexes are

‘community arrangements’ concept to reduce the

covered by the RV Act. This will make it easier for

length of residence contracts by having a separate

prospective residents to decide where they want

document that describes those arrangements

to live.

Operators want to be able to offer different
financial models in a retirement village.

What we recommended:
•

arrangements.

The industry peak bodies saw potential for the

which are the same for all residents.
•

will also consider the best way to disclose these

WARVRA proposed that a residence contract
should be separated into two parts: individual

We will conduct further consultation to decide
what features are ‘community arrangements’. We

(such as insurance policies).
•

To require operators to disclose the community
arrangements in their retirement village.

the same for all residents.
•

To allow for a distinction between individual

That a new term ‘community arrangements’ be
used in the RV Act for the features of a retirement
village that are the same or consistent for all

A RV database could help government to provide
education and resources to the sector, perform
compliance functions and prepare advice on the
retirement village sector.
What you told us:
•

Most residents and some operators support
the idea of a retirement village database and a

residents.

requirement for operators to update their details.
•

The industry peak bodies did not agree that
operators should be required to notify Consumer
Protection of any changes to their details on the
database.
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•

Some people thought the information should

Why we recommended this:

be basic, such as the retirement village name,

•

address and contact details of the operator.
Others supported including additional information
in the database such as number of retirement
village units and memorial number of the
retirement village.
•

retirement village is regulated by the RV Act.
•

To help consumers find out basic information
about a retirement village.

•

To make sure that information on the database
remains up to date and accurate.

The Council of the Ageing (COTA) thought
available for those seniors that do not have

1.5		
		

access to the internet.

Sometimes residents will sign more than one contract

it would be helpful to also have a hard copy

What we recommended:
That a retirement village database be established with
the following:
•

Retirement village name and street address.

•

Operator name and contact details.

•

Total number of premises in the retirement
village.

•

Tenure details, including the number of
individually titled (strata and purple title),

•

Retirement village memorial number.

That operators be required to update any
information that changes.

Multiple contracts - buying off
the plan

before they enter a retirement village. This will often
happen when buying a unit that is still being built
(off-the-plan). The contracts can be signed years
apart. It can be unclear whether the RV Act disclosure
requirements and cooling off periods apply only to the
first contract or to all the contracts that are signed.
What you told us:
Pre contract disclosure
•

Most people supported limiting disclosure
requirements to the first residence contract only.

lease, licence and rental premises.

•

To help consumers to identify whether a

•

WARVRA said that further disclosure should be
required where there are ‘changes to the way
in which the retirement village is operated or
communal amenities and services are provided’
or if a long period of time, such as 6-12 months,
has passed since the first residence contract
was signed.
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Cooling off rights
•

There were different views about cooling off

Why we recommended this:
•

and obligations of a retirement village contract,

periods for multiple contracts.
•

To ensure that if a change occurs to the rights
prospective residents are fully informed. To

An industry peak body thought that there should

reduce the likelihood that residents will become

only be one cooling off period – for the first

distressed when an unexpected variation in the

residence contract. An operator and WARVRA said

contract comes to their attention.

that residents should be provided with a coolingoff period for all contracts they have to sign.
What we recommended:

•

To provide consumers time to identify any
important changes, ask questions, obtain advice
and exit the contract if issues are unable to be

Pre contract disclosure

resolved to ensure they are fully satisfied with

•

investment.

That disclosure only be required before the first
residence contract is signed.

•

their decision before committing to a major

That before signing a second contract, an
operator must tell the prospective resident of any
changes to the disclosure information previously
provided.

•

That residents must be given at least 10 working
days to consider any additional residence
contract not signed at the same time as the first
residence contract.

•

That cooling off rights should apply to each
residence contract that is signed.
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2. LIVING IN A RETIREMENT VILLAGE
2.1		

Conduct

The way that operators and residents behave in a

•

act in good faith;

•

protect information – keep it confidential and
not use it improperly;

retirement village will affect the welfare of residents
and the village community.

•

not use their position improperly; and

As part of the residence contract, an operator

•

manage conflicts of interest.

manages and operates the retirement village and has
obligations to the residents. An operator also has
obligations under the RV legislation. The proposed
reforms looked at adding more conduct obligations
for operators into the legislation.

•

That residents be required to:
•

other residents and persons in the retirement
village;
•

Residents in a retirement village also have obligations
under their contracts and under the legislation to
behave in a certain way. The consultation also

•

villages by some operators and residents such as

retirement village at risk of harm; and
•
•

something in response to a complaint.

problems experienced in dispute resolution.
There was strong support from residents and

Why we recommended this:

operators for new conduct obligations for both

•

There was general agreement that clear conduct
obligations in the RV Act would better assist
operators and residents in understanding their
obligations towards each other.

•
•

sign up to those codes. There are also no
enforcement options for the regulator.

Retirement Living Code of Conduct 2020.

•

have knowledge and understanding of all
relevant laws;

•

have regard to best interests of residents;

•

exercise skill, care and diligence;

•

act with honesty, fairness and

Although industry codes contain certain
obligations these only apply to operators who

already exist in the voluntary industry code, the

That operators be required to:

To set out clear expectations about the standards
of behaviour expected in a retirement village.

Industry peak bodies noted that similar obligations

What we recommended:

To improve operator and resident behaviour in
retirement villages and reduce disputes.

residents and operators of retirement villages.

•

That a power be given to the Commissioner for
requiring an operator or a resident to do or not do

and consultation, breaches of duty of care, and

•

comply with the residence rules.

Consumer Protection to make specific orders

inappropriate behaviour, lack of communication

•

not act in a manner that may place the
safety of other residents and persons in the

What you told us:
There were reports of poor conduct in retirement

not harass or intimidate other residents and
persons in the retirement village;

proposed adding conduct rules for residents.

•

respect the peace, comfort and privacy of

2.2

Defining capital works

It is important that a retirement village is properly
maintained and that capital works are carried out
as needed to repair and replace the property. How
residents pay for capital replacement works and
capital maintenance expenses differs from village
to village.

professionalism;
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In some contracts, residents pay directly for both

•

The industry peak bodies did not support

the maintenance fees and long-term replacement

statutory definitions for the capital works

expenses. This can be through recurrent charges and

categories, saying that it was best practice for

exit fees. Sometimes operators will pay for capital

capital works terms to continue to be defined in

works expenses from the deferred management fee

the residence contracts.

rather than charging a resident directly for them.

•

Office (ATO) definitions.

It can be difficult for a resident to understand how
and what capital works expenses are paid for under
their contract. One of the issues is that there may

•

detail in guidelines or regulations – because ATO

capital replacement across retirement villages. This
financial obligations. Another issue is the extent
of capital works that residents have to pay for in

definitions are too complex and overly detailed.
What we recommended:
•

•

There was very strong support overall (92 per

maintenance’ and ‘capital replacement’.
•

To link these definitions to how the ATO define
capital maintenance and replacement.

cent of survey responses) for inserting definitions
to make clear what falls into the categories

Why we recommended this:

of either ‘capital maintenance’ or ‘capital

•

replacement’.
•

To insert definitions into the RV Act to make
clear what falls within the categories of ‘capital

recurrent charges.
What you told us:

Other stakeholders preferred defining capital
maintenance and replacement by prescribing the

be different definitions of capital maintenance and
makes it difficult for a resident to understand their

WARVRA preferred to use Australian Taxation

provide clarity and consistency for both residents
and operators.

WARVRA said that clear definitions would
‘improve clarity and consistency with retirement
villages in regards to capital works’.

Clear definitions for capital works expenses will

•

Linking capital works definitions to ATO Rulings
ensures that such terms are consistent with the
taxation law which also applies to businesses. A
similar approach is also used in the retirement
village legislation in Queensland.

What we will do next:
We will consult with stakeholders to work out ways
to assist residents and operators to understand how
the ATO definitions apply to the capital works in a
retirement village.
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2.3		

Funding of capital works expenses

Two options for funding capital works were
presented for consultation. Option A was that
recurrent charges be used for capital maintenance

Why we recommended this:
•

paying for day to day expenses.
•

contractual flexibility.

B was that the operator be responsible for funding
from other fees.

Although there was more overall support for
option B, option B would unreasonably restrict

expenses only and not capital replacement. Option
both capital maintenance and replacement expenses

To provide residents with more certainty around

2.4

Reserve funds

Reserve funds are important for the funding of long

What you told us:

term capital upkeep of the retirement village, because

•

53 per cent of survey respondents supported

they allow funds to pay for major expenses to be

option B. Thirty four per cent of survey

accumulated over time. The RV Act does not require

respondents supported option A – meaning that

operators to have a reserve fund. This means that

capital replacement expenses must be paid by

an operator can choose whether they have a reserve

other arrangements, for example, being funded

fund. If a retirement village does not have a reserve

from the deferred management fee.

fund, there may not be enough money to pay for

•

The industry peak bodies opposed regulating
capital works and maintenance expenses, saying
that it was best dealt with in the residence
contracts.

strata laws now require strata complexes of more
than 10 units to have a reserve fund.
The aim of reform in this area is to ensure that all
retirement villages have reserve funds and that

What we recommended:
•

capital works when they arise. Recent changes to

Implementing option A: allowing only capital
maintenance expenses to be paid from
recurrent charges. This means that how capital
replacement expenses are paid for will depend on
the residence contract however recurrent charges
cannot be used to pay for them.

resident funds provided for reserve fund purposes are
secure and only used for the purpose for which they
were collected.
What you told us:
•

There were limited submissions received to the
proposal to require all retirement villages to have
a reserve fund.

Diagram 1: Option 1 - Recommended option

•

An industry survey showed that the majority of
retirement villages already have a reserve fund.

Capital
works expenses

•

A requirement for all retirement villages to have
a reserve fund was supported by WARVRA and a
number of operators.

Maintenance
Fees

Replacement
Fees

•

Industry peak bodies noted that standard
industry practices include the establishment
and maintenance of reserve funds. Industry
peak bodies indicated support for a reserve

Can use
recurrent charges

Cannot use
recurrent charges

fund model that allowed operators to decide the
appropriate reserve fund amount.
•

There was strong support for a two year
transition period for operators to introduce a
reserve fund if they did not already have one.
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Why we recommended this:

Is 2 years from the time the law changes enough
time to introduce reserve funds?

•

provision for maintenance of the village.

YES

•
NO

significant financial burden on retirement villages,
especially retirement villages that do not currently

Other
(please specify)

have reserve funds.
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ANSWER CHOICES

RESPONSES

•

74.73%

136

amount will minimise the financial burden, while

NO

9.89%

18

Reserve funds should not be introduced

10.44%

19

still providing security for residents and ensuring

Other (please specify

4.94%

9

that adequate attention is given to this issue by
operators.

182

What we recommended:

•

That operators must have the reserve fund in

insufficient.
•

The model of allowing operators to determine the
appropriate reserve amount is similar to the reserve

place within two years of the commencement of

fund model in the Strata Titles Act 1985 (WA).

the new laws.

•

To provide for an independent review by SAT
for residents who consider the reserve to be

That all retirement villages be required to have a
reserve fund for long term capital works.

•

Allowing operators to determine the reserve

YES

TOTAL

•

Requiring operators to achieve a specific
reserve amount within a set period could place a

Reserve funds
should not be introduced

•

To ensure that residents of all retirement villages
have certainty about the long term financial

Answewred: 182 Skipped: 58

That operators determine the amount to be

2.5		

placed in the fund.

Capital works plans are an estimate of what capital

That residents have a right to appeal to the State

works will be required in the future.

Administrative Tribunal (SAT) if they believe the
reserve is insufficient.

Capital works plans

The RV Act does not currently require operators to
prepare long term capital works plans – although
some operators already do.
What you told us:
•

Residents and some operators consider that
information about planning capital works could
be improved by providing residents with capital
works plans.
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•

Industry peak bodies thought that capital works

report3 also suggested improving the dispute

stakeholders advised that such plans should not

resolution process, along with a suggestion for a

be onerous or costly.

dedicated advocacy service for seniors.
•

To set out the detail of what must be in the plans
in regulations.

Why we recommended this:
• To ensure operators advise residents of their
plans for the long term maintenance of a

suitable dispute resolution process and that it
was not necessary to amend the RV Act.
What we recommended:
•
•

What we plan to do next:
• We will consult further with stakeholders when
drafting regulations to determine what should be
included in the capital works plans.

2.6		

to attend mediation.
•

encourage the best outcome for the mediation
process.
Why we recommended this:
•

We recognise the work done by industry in
establishing a process to resolve retirement

Dispute resolution

village disputes and setting this out in the
Retirement Living Code of Conduct, but note
that the Code does not apply to all operators and

Operators and residents told us that

residents.

improvements could be made to the current
dispute resolution process set out in the RV

Another improvement will be to require each
party to the mediation to ‘act in good faith’ to

What you told us:
•

The improvements will include providing the
Commissioner with the power to require parties

To ensure that residents are provided with
certainty around the long-term planning in their
retirement villages.

Making improvements to the dispute resolution
process in the RV Act.

retirement village.
•

The industry peak bodies said that the industry
Retirement Living Code of Conduct sets out a

To require operators to prepare five year capital
works plans for their retirement village.

•

The Community Credit Legal Services (WA)

plans were an unnecessary cost burden. Other

What we recommended:
•

•

•

Amendments are needed to ensure a viable,

Act, including making mediation mandatory and

enforceable mechanism for all residents and

requiring parties to act in good faith.

operators to resolve disputes in a timely, cost
effective and easily accessible manner.

CCLSWA, Report to Department of Mines, Industry Regulation and Safety,
Consumer Protection Division, September 2019.
3
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2.7		
		

Single process for significant 		
changes in a retirement village

The RV Act does not have a process to make
significant changes in a retirement village such as
adding land to or selling land from a village or for
village redevelopment. For changes that the RV Act
does cover, the requirements differ and sometimes
need to be referred to different decision makers.
Operators say that there needs to be a process to

•

village redevelopment category could include
minor changes which would not be appropriate to
be included in the change process.
Minimum standards for resident consultation
•

Single process for village changes
•

process.

•

•

What we recommended:
• To introduce a new process in the RV Act to
manage significant changes proposed to be
made in a retirement village.

Most people supported having a new single
process for all significant retirement village
changes that can resolve all matters and disputes.
Residents and operators thought that this would
make it easier for residents and operators to
understand what is required and would streamline
making changes.

•

•

That changes that fit into the retirement village
redevelopment category should be required
to meet certain criteria about their complexity
and potential for impact on residents’ interests.
Further consultation will be undertaken to settle
the criteria.

•

That the new process include minimum
consultation requirements, and that both the
Commissioner and SAT be given specific powers
to manage disputes that arise at different times

SAT’s jurisdiction to resolve complex retirement
village matters, such as removing memorials.

•

Residents and operators supported having
categories of changes that should be required
to go through the change process (significant
change categories). There was no objection to
the proposed categories which were – winding
down a retirement village scheme (RVS), memorial
correction and retirement village redevelopment.

That the significant change categories should be
- winding down a RVS, memorial correction and
retirement village redevelopment.

The industry peak bodies supported expanding the

Three significant change categories

There was support for including minimum
standards for resident consultation in the new

easily make changes to the retirement village land.
What you told us:

Some concern was expressed that the retirement

during the process.

Why we recommended this:
•

To ensure that operators can make a wide range
of changes to a retirement village which might be
necessary for the continuation of the village.

•

To ensure that residents’ interests are protected
when an operator plans to make changes to a
retirement village.
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3. LEAVING A RETIREMENT VILLAGE
Leaving a retirement village can be a stressful time.

What you told us:

Residents may wish to live elsewhere or need to move

We received 61 written submissions about this issue,

to aged care, or a family member is administering a

however, 44 of those responses were received from

deceased estate. A number of rights and obligations

residents of one retirement village. Respondents were

apply on leaving a retirement village, and it is

made up of operators, village residents, WARVRA and

important that both operators and residents clearly

industry peak bodies.

understand their entitlements.

•

Operators, residents and WARVRA all agreed

During the consultation process, three issues were

that the RV Act should distinguish between

identified as particularly important to residents when

works that are ‘reinstatement’ and works that are

they leave a retirement village:

‘improvement’.

•

refurbishment costs;

•

when an exit entitlement will be paid; and

•

how the cost of aged care can be funded while
waiting for an exit entitlement to be paid.

3.1		

•

to reinstate should exclude ‘fair wear and tear’
and any alterations to which the operator has
agreed.
•

to pay for refurbishment of the unit they vacate.
Disputes often arise between residents and operators

legislation to allow for greater flexibility.
What we recommended:
•

‘improvement works’.

much these should be. The consultation proposed
regulated to provide residents with better certainty

That the term ‘refurbishment works’ be replaced
with terms for ‘reinstatement works’ and

about what refurbishment costs are payable and how
different ways that refurbishment costs could be

The industry peak bodies preferred to have
definitions dealt with in contracts rather than in

Refurbishment costs

Many residence contracts require former residents

There was general agreement that a requirement

•

That refurbishment and reinstatement be defined
in the RV Act.

about what they are paying for.
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Do you think exit entitlements should become payable
after a specified time, even if a unit is not occupied?

Why we recommended this:
•

Flexibility will be retained for the contract

Answewred: 189 Skipped: 51

to provide for the resident to make a fair
contribution to the cost of improvements where

YES

the resident will share in the increased value that
results from the improvements.
•

NO

To reduce confusion about refurbishment and
provide clarity about resident and operator
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obligations around the works to be undertaken

YES

89.93%

when a resident leaves a retirement village, and

NO

12.17%

23
189

who will pay for them.
•

166

Concerns about limiting contract flexibility are
outweighed by the benefits of limiting differences
in how such terms are defined across contracts
and providing more clarity to consumers.

3.2		

Exit entitlements

CRIS 2 Written submissions – should time limits be introduced for
exit entitlement payments?

59

support proposal

3

oppose proposal

The consultation asked whether there should be
a time limit on the payment of exit entitlements to
former residents. We also asked for feedback on
conditions which would apply to a time limit such
as whether the time limit should apply to all types of

There were 189 responses to a RV survey (2020)
question on the exit entitlement options.

contracts and residents, when it should run from and
how exit entitlements should be calculated where

Online Survey

there is no incoming payment from a new resident.

Of the 189
respondents

The aim of this reform is to make arrangements
for payment of exit entitlements to former residents
fairer.

88% thought that exit
entitlements should
become payable after a
specified time, even if a
unit is not reoccupied.

What you told us:
This proposal received the most number of
submissions in the consultation. There were 90

•

Residents told us that the current wait for exit
entitlements (sometimes up to three to four

written submissions received (Appendix 1: Summary

years) is unreasonable and can place undue

of written submissions). There were 62 responses

hardship on residents and/or their families.

received to the question whether a time limit for exit

Residents and their families gave us examples

entitlements should be introduced - 59 in support

of families having to pay for former residents to

and 3 opposed. WARVRA, residents and also some

enter aged care or find other accommodation and

individual operators strongly supported introducing a

long waits for estates to be finalised.

time limit for the payment of exit entitlements.
•

WARVRA and individual residents overwhelmingly
supported introducing a time limit and preferred a
6-month limit.
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•

•

Industry peak bodies strongly opposed any

•

time limit citing significant concerns about the

an operator is a cash flow issue and not a cost

financial impact on retirement village operators.

because a time limit may require an operator
to pay an exit entitlement earlier than they are

Industry peak bodies agreed that some regulation

required to under the contract. It does not change

to address this issue is inevitable, but considered

the amount they are required to pay.

that an 18 month limit was the most appropriate.
They raised concerns about cash flow and risk of

•

insolvency for operators.
•

The impact of an exit entitlement time limit on

flow would be temporary until they can adjust to
a new model.

Industry peak bodies also noted the need for
transition arrangements, including a sufficient

The impact of a time limit on an operator’s cash

•

If an operator increased their cash flow by 10

lead in time to allow operators to make financial

per cent of every exit entitlement they have to

provision. They thought that any time limits

pay, it would take an average of 2.8 years for an

should only apply to resident contracts entered

operator to accumulate enough cash reserves

into after the passing of the new laws. They also

to pay former residents their exit entitlements by

told us that any time limit should not apply to

12 months after their departure. For a 6-month

deceased estates, existing residents or strata and

time limit, it will take an average of 5.1 years to

purple title properties.

accumulate enough cash reserves.

What WATC modelling told us:4

What we recommended:

•

•

•

Approximately 31 per cent of operators with

That a 12 month time limit from the date of

lease/loan contracts already pay exit entitlements

departure be introduced for the payment of

within 3 months under their contracts.

exit entitlements – Mandatory Exit Entitlement
Payments (MEEP).

Most residents have their exit entitlements paid
within 13 - 18 months, but some residents can

•

wait up to 3 or 4 years.

That this time limit apply to all residents,
including former residents who have not received
payment on the commencement of the new
requirements, current residents, strata and purple

Proposed Retirement Villages Legislation Reform – Financial Impact Analysis,
Western Australian Treasury Corporation, January 2022. Data used in the report
was received from 129 villages (43% response rate).
4

residents and estates of former residents.
•

That an additional 12 months be provided from
the date the legislation commences until the
MEEP provision commences. This means that
there will be a minimum period of 24 months
after commencement of the legislation until
operators are required to pay a MEEP.

•

That operators be able to apply to SAT for a time
extension in case of hardship.
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Why we recommended this:
• To create a fairer balance between residents and
operators of the market risks of finding a new
resident for the unit.
•

•

the exit entitlement. We think that the impact on
operators can be managed over the long term,
and that transitional arrangements can be put in
place to help operators to adjust.

To address the significant financial detriment
currently being experienced by some former
residents of retirement villages and their families
where there are long delays in the payment of exit
entitlements.

Diagram 2 shows how the timing for the introduction
of the MEEP would apply:

There will be a cash flow impact on some
operators as a result of introducing a time limit
to pay exit entitlements within 12 months. This
will especially affect operators who rely on the
incoming resident’s payment as cash flow for

Diagram 2: Examples of timeline for Mandatory Exit Entitlement Payment (MEEP) introduction

Residents departing before legislation commences
Resident departs

Commencement of legislation

Commencement of provision

12 months (MEEP period)

12 months transi�on

X months

Operator pays MEEP

Residents departing after legislation commences but before the MEEP provision commences
Resident departs

Commencement of legislation

Commencement of provision

Operator pays MEEP

12 months (MEEP period)

12 months transi�on period

Residents departing after the MEEP provision commences
Commencement of legislation

Commencement of provision

12 months transi�on period

X months

Resident departs

Operator pays MEEP

12 months (MEEP period)

MEEP = Mandatory Exit Entitlement Payment
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3.3		

Moving to aged care

What the WATC modelling told us:
•

Former retirement village residents who experience long

taken out of the final exit entitlement payment,

waits for their exit entitlements may be unable to fund

an aged care rule requiring mandatory Daily

their entry into a residential aged care facility (RACF).

Accommodation Payment (DAP) funding would

Data from the WATC Report indicates that approximately

have a manageable cash flow impact.

54 per cent of retirement village residents leave a
retirement village to move into a RACF.5

What we recommended:
•

What you told us:
•

an aged care rule to help fund entry into aged care.

Why we recommended this:

Seventy per cent of residents responding to the RV

•

and their families.

Operators recognised the importance of residents

Next steps

but the industry peak bodies raised concerns

•

about the financial impact of the proposed

prepared for introduction to Parliament. Further
targeted consultation will occur during this

Industry thought that an aged care rule should only

process.

apply to residents in financial hardship.

Publication
of DRIS

5

A Bill containing the proposed amendments to
the Retirement Villages Act 1992 (WA) will be

requirements in addition to the proposed MEEP.

Consultation

The aged care rule provides an important safety
net for residents who need to move to aged care

being able to move to a RACF when it was needed,

•

Introducing an aged care rule to provide for a
payment of DAP for residents entering a RACF.

Residents strongly supported the introduction of

survey (2020) supported an aged care rule.
•

That because the payments are incremental, and

Commencement
of laws

Consultation
Introduction to
Parliament

Drafting of Bill

WATC report
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