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Social security law allows certain exemptions when it comes to the assessment of 
funeral bonds and investments, prepaid funerals, and cemetery/burial plots. The 
availability and extent of these exemptions, however, depend on how the funeral costs 
are structured and funded. In this technical edition, we will:

•	 outline the key options for funeral funding expenses
•	 examine the nuances in how these options are structured, and
•	 detail the limit of assets test exemptions that may apply.

A funeral bond is an investment that can be individually or jointly owned and is 
designed to set aside money to cover future funeral costs. 

Social security assessment - An exempt funeral investment/bond:

•	 is a funeral investment that matures on the death of the income support recipient or 
their partner, and

•	 the amount paid on maturity must be applied to funeral expenses on whose death it 
matures, and

•	 does not relate to a funeral for which funeral expenses have been paid in advance, 
and

•	 is not able to be redeemed, and
•	 has not had more than the Indexed Funeral Bond Allowable Limit (IFBAL) invested in 

it by the income support recipient.

An investment1 in up to 2 funeral bonds, up to the IFBAL is allowed. The IFBAL threshold 
is currently set at $15,750 as of 1 July 2025 and is adjusted on 1 July each year in 
accordance with movements in the CPI. 

A prepaid funeral plan or prepaid funeral expenses cover an advance payment for 
future funeral services for the individual or their partner agreed by contract, outlining 
the scope of pre-arranged funeral services provided by the funeral director at a 
set amount.
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1	� Investment includes original purchase cost, and any additional funds contributed (for existing 
bonds) but not including investment earnings or bonuses.
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Social security assessment - Prepaid funeral expenses are exempt from the income 
and the assets test. Unlike a funeral bond, there is no limit to the exemption available 
on the amount spent on prepaid funeral expenses. Note that for prepaid funeral 
expenses to be exempt for social security purposes, they must not be refundable2. 
Some prepaid funerals are paid for with a funeral bond assigned to a funeral director. 
If it meets prepaid funeral conditions, that is, a contract for future services, it is 
treated as a prepaid funeral, not a funeral bond.

A burial plot includes ownership or having the right to be buried in a specific place 
like a plot in a cemetery, an interment niche, family mausoleum, crypt or burial vault.

Social security assessment – A burial plot is exempt from social security assessment 
regardless of the amount paid. The exemption also applies whether or not the 
individual has a prepaid funeral plan or own a funeral bond investment. In the case 
of couples, each member of the couple can have the value of a plot exempt from the 
assets test assessment.

Can a couple invest in a joint funeral bond?

Each member of a couple can have up to the IFBAL exempted ($15,750 x 2) as long 
as both the members have a separate individual investment. If they invest in a joint 
funeral bond, the total amount invested jointly must not exceed $15,750 for the 
bond to be an exempt funeral investment.

My client who has prepaid $5,000 for their funeral with their (future) funeral 
home would also like to invest $15,750 into a funeral bond to maximise 
their Age Pension entitlements. Would the funeral bond be exempt from the 
social security assets test assessment? 

In this scenario, the funeral bond will not be exempt from the Centrelink assets test. 
The funeral bond exemption of up to IFBAL threshold of $15,750 is only exempt 
if the individual does not have a prepaid funeral. Where an individual has both a 
prepaid funeral and a funeral bond, only the prepaid funeral is exempt unless the 
funeral bond is assigned to the funeral director of their future funeral home and 
is a part of their prepaid funeral plan. They will also lose their exemption if funeral 
expenses are later prepaid.

My client initially invested $13,000 in a funeral bond a few years ago which 
is now worth $16,000. Can they now make an additional exempt funeral 
bond investment?

Yes, as long as the investment amount (excluding earnings) for one or up to two 
bonds is equal to or under the current IFBAL threshold, they will remain exempt even 
if the growth or earnings makes the total balance exceed the threshold at a later date.

My client ended up investing in a funeral bond worth $16,000. Will the entire 
amount be assessed, or is the exemption only provided for the amount 
below the IFBAL threshold?

If the initial amount invested by your client exceeds the IFBAL, the entire balance 
(including earnings) of the bond is assessed for social security purposes as a financial 
asset subject to deeming. 

2	 Unless the income support recipient moves outside the designated funeral service area.
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My client has 3 investment bonds of $9,000, $10,000 and a joint investment 
of $11,000 with their partner. Their market values as of today are $14,000, 
$12,500 and $12,000. How are these 3 investments assessed?

The social security exemption on funeral bonds is only limited to 2 investments not 
exceeding the IFBAL threshold of $15,750. The individual can choose to exempt up 
to 2 eligible bonds as long as the total initial investment for both the bonds does 
not exceed $15,750. The remaining investments will be assessed as an asset subject 
to deeming.

Initial investment Market Value

Bond 1 $9,000 $14,000

Bond 2 $10,000 $12,500

Bond 3 (jointly owned) $11,000 $12,000

The total initial investment value of any two bonds exceeds the threshold of 
$15,750. Therefore, the client will need to choose any 1 of the 3 funeral bond to be 
exempted. The current market value of the remaining 2 bonds will be assessed. In 
this scenario, the client should consider choosing the bond with the highest market 
value to be exempt. Based on the highest market value, if the client chooses Bond 
1 to be exempt, $12,500 of bond 1 plus $6,000 (client’s share) of bond 2, that is 
$18,500 will be assessed as an asset subject to deeming. In the future the client 
can choose to change their choice of the exempt bond at any time when the IFBAL 
increases and allows for a more advantageous option.

My couple clients purchased a joint funeral bond for $14,000 and one 
member of the couple passed away. The entire balance of the bond was used 
to pay for the funeral as the bond matured on the death of one member of 
the couple. Can the surviving member of couple purchase another funeral 
bond up to the exempt amount or is there a limitation to the exempt amount 
because of the original bond?

The social security law provides the investment bond exemption for up to two 
funeral bonds not exceeding the IFBAL threshold of $15,750. If the first joint funeral 
bond investment has been used to fund the funeral of the first person that passed 
away and the joint funeral bond investment no longer exists, another investment 
bond with an investment not exceeding the entire IFBAL threshold of $15,750 can 
be purchased. 

Flowchart outlining the social security assessment where the individual has 
multiple funeral bonds and has a prepaid funeral plan.
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The information in this article is current as at 1 October 2025 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)) and Challenger Retirement and Investment 
Services Limited ABN 80 115 534 453, AFSL 295642 (CRISL). The information in this article is general information 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. Neither Challenger and/or CRISL, 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. Each person should, therefore, consider its appropriateness having regard to these matters and the information in the TMD and 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 13 35 66. Any examples shown in this article are for illustrative purposes only and are not a prediction or 
guarantee of any particular outcome. Age Pension benefits described in this article will not apply to all individuals. Age Pension outcomes depend on an 
individual (or couple’s) personal circumstances and may change over time. 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. Challenger and CRISL relied on publicly available information and sources believed to be reliable, however, the information has not been 
independently verified by Challenger and CRISL. While due care and attention has been exercised in the preparation of this information, Challenger and 
CRISL 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, CRISL, 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.
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