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In addition to other eligibility requirements, Centrelink uses various means tests to
determine an individual’s entitlement to social security income support payments and
concession cards.

Many payments have both an income and an assets test to determine the amount
of income support an individual is entitled to whereas concession cards such as the
Commonwealth Seniors Health Card (CSHC) and Low Income Health Card (LIHC)
have only an income test to determine eligibility.

The Challenger Tech team receives a few queries on how Challenger lifetime and
fixed term annuities are assessed for various Centrelink income support payments
and concession cards. This month’s technical paper discusses how Challenger
annuities are assessed for:

e Age Pension

¢ Disability Support Pension

e Carer Payment

e JobSeeker Payment

e Commonwealth Seniors Health Card

e Low Income Health Card.

Age Pension/Disability Support Pension/Carer
Payment income and assets tests

The income and assets test for the Age Pension, Disability Support Pension (DSP), and
Carer Payment (the pension income and assets tests) are broadly the same.

Assessable income and assets above the income and asset free thresholds will reduce
these payments under their respective means test. Payments are reduced to nil once
assessable income and assets reach the cut-off thresholds.
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The tables below summaries the income and assets test thresholds as at
20 September 2025.

Income test thresholds Income free Income cut-off
(annual) thresholds thresholds
Single $5,668 $66,960.40
Couple $9,880 $102,284.00
lliness separated couples $9,880 $132,464.80
Assets test thresholds Asset free Asset cut-off
(homeowners) thresholds thresholds
Single $321,500 $714,500
Couple combined $481,500 $1,074,000
lliness separated couple combined $481,500 $1,267,500
Assets test thresholds Asset free Asset cut-off
(non-homeowners) thresholds thresholds
Single $579,500 $972,500
Couple combined $739,500 $1,332,000
lliness separated couple combined $739,500 $1,525,500

Assessment of Challenger annuities under the pension
assets test

The social security assessable asset value of Challenger annuities (whether the annuity
is funded from superannuation or non-superannuation money) can be based on:
¢ The deduction method, or

¢ A fixed amount equal to 60% of the purchase price until age 85" (subject to a
minimum of 5 years), and then 30% thereafter.

The deduction method

Under the deduction method, the assessable asset value equals:

Purchase price less (deduction amount x term elapsed)

® The purchase price is the investment amount less any lump sum commutations
and residual capital value (RCV). For lifetime annuities, the RCV is nil.

* The deduction amount equals the purchase price divided by the relevant number.

¢ The relevant number is the nominated term for term annuities and the investor’s
life expectancy? for lifetime annuities.

e Term elapsed is the number of whole years that have elapsed since commencement.

1 Age 85 is linked to the Australian Government Actuary life expectancy of a 65 year old male and
can change when new life tables are released.

2 Life expectancy based on the Australian Government Actuary life tables at commencement of the
policy. For joint or policies with a reversionary, the longer life expectancy is used.



Where annuity payments are made more frequently than annually (e.g. monthly), the
purchase price is reduced by half of the deduction amount every 6 months.

The deduction method applies to:

¢ Challenger Guaranteed Annuity (Fixed Term),

e Challenger Guaranteed Annuity (Liquid Lifetime) — Regular (15 year) income
option that commenced prior to 1 July 2019,

e Challenger Guaranteed Annuity (Liquid Lifetime) — Flexible income option that
commenced prior to 1 July 2019, and

e Challenger CarePlus (Annuity component) that commenced prior to 1 July 2019.

Fixed amount method

These rules were introduced on 1 July 2019 and calculates the assessable asset value
as 60% of the purchase price until 85 (subject to a minimum of 5 years), and then
30% thereafter.

The fixed amount method applies to:

e Challenger Guaranteed Annuity (Liquid Lifetime) — Flexible income option that
commenced on or after 1 July 2019

e Challenger Lifetime Annuity (Liquid Lifetime) — Immediate, Deferred, and
Market-linked options that commenced on or after 1 July 2019

e Challenger CarePlus (Annuity component) that commenced on or after 1 July 2019

Example:
On 1 January 2015, Jane (age 65 at the time) invested:

e $100,000 in a 5-year Challenger Guaranteed Annuity (Fixed Term) with a RCV of
50% ($50,000 returned to Jane at the end of the term). Regular payments were
$12,500 p.a. paid monthly (not indexed)

— The deduction amount = ($100,000 less $50,000) /5 = $10,000

e $200,000 in a Challenger Guaranteed Annuity (Liquid Lifetime) — Regular income
option. Regular payments were $12,000 p.a. paid monthly (not indexed)
— The deduction amount = $200,000 / 22.05 = $9,070.29

On 1 January 2017, Jane's annuities had the following assessable asset values:

e 5-year term annuity assessable asset value = $100,000 less ($10,000 x 2 years) =
$80,000

¢ Lifetime annuity assessable asset value = $200,000 less ($9,070.29 x 2 years) =
$181,859.42

On 1 January 2020, Jane invested $100,000 into Challenger Lifetime Annuity
(Liquid Lifetime). The assessable asset value of her annuity for social security purposes
is $60,000.

Assessment of Challenger annuities under the pension
income test

Social security assessable income from Challenger’s annuities (whether the annuity is
funded from superannuation or non-superannuation money) can be based on:

e the deeming rules,

¢ the deduction method, or

* a fixed amount equal to 60% of regular payments.




Deeming rules

Under the deeming rules, the assessable asset value (see above) of the annuity is
included with the investor’s other financial investments for social security purposes
and deemed based on the relevant deeming rate.

Deeming rules apply to Challenger Guaranteed Annuity (Fixed Term) policies with
a term of 5 years or less and where the term is not equal to or greater than the
investor's life expectancy? at the time they invest.

The deduction method

Assessable income under the deduction method is calculated as:

Regular payments less deduction amount

¢ The deduction amount equals the purchase price (investment amount less any
lump sum commutations and RCV) divided by the relevant number. For lifetime
annuities, the RCV is nil.

¢ The relevant number is the nominated term for term annuities and the investor’s
life expectancy*for lifetime annuities.

The deduction method applies to:

¢ Challenger Guaranteed Annuity (Fixed Term), with a term of greater than five
years, or a term of five years or less and is equal to or greater than the person’s
life expectancy®.

¢ Challenger Guaranteed Annuity (Liquid Lifetime) — Regular (15 year) income
option that commenced prior to 1 July 2019,

e Challenger Guaranteed Annuity (Liquid Lifetime) — Flexible income option that
commenced prior to 1 July 2019, and

¢ Challenger CarePlus (Annuity component) that commenced prior to 1 July 2019

Fixed amount method

Assessable income value under the fixed amount method is equal to 60% of the
regular payments. For deferred lifetime annuities, there is no assessable income
during the deferral period.

The fixed amount method applies to:

e Challenger Guaranteed Annuity (Liquid Lifetime) — Flexible income option that
commenced on or after 1 July 2019

¢ Challenger Lifetime Annuity (Liquid Lifetime) — Immediate, Deferred, and
Market-linked options that commenced on or after 1 July 2019

¢ Challenger CarePlus (Annuity component) that commenced on or after 1 July 2019

JobSeeker Payment income and assets tests

The income and assets tests for JobSeeker Payment is different to the pension
income and assets test, however the amount of assessable income and asset values
of Challenger annuities are calculated in the same way as discussed above.

Care needs to be taken under the JobSeeker assets test. There is no tapering of
JobSeeker payments and will reduce immediately to nil once assessable assets exceed
the below thresholds.

3 Life expectancy based on the Australian Government Actuary life tables at commencement of
the policy.

4 Life expectancy based on the Australian Government Actuary life tables at commencement of the
policy. For joint or policies with a reversionary, the longer life expectancy is used.

5 Life expectancy based on the Australian Government Actuary life tables at commencement of
the policy.




Assets test thresholds Homeowner Non-homeowner

Single $321,500 $579,500
Couple combined $481,500 $739,500
lliness separated couple combined $481,500 $739,500

Under the income test, JobSeeker payments generally start to reduce once the
individual's own income exceeds $150 per fortnight. The amount it reduces by and
when JobSeeker payments cease depends on the person’s family situation and what
payment their partner (if any) receives from Centrelink. A summary can be found on
the Centrelink public website.

Commonwealth Seniors Health Card income test

Broadly, the Commonwealth Seniors Health Card (CSHC) income test assesses
an individual’s adjusted taxable income (ATI) and deemed income from
non-grandfathered account-based income streams. There is no assets test.

Adjusted taxable income (ATI)

ATl for the purposes of the CSHC income test includes:

¢ taxable income, disregarding the individual’s assessable First Home Super Savers
(FHSS) scheme released amount,

e total net investment loss,

¢ target foreign income,

¢ employer provided fringe benefits, and

¢ reportable superannuation contributions, including income that is salary sacrificed
to superannuation.

Account-based income streams

Since 1 January 2015, account-based income streams have been deemed for the
CSHC income test unless the grandfathering provisions apply. The balance of a
person’s account-based income streams which are not grandfathered will be deemed
and added to their ATI. Account-based income streams which are grandfathered will
not be assessed for the income test.

A person must meet the following conditions for the grandfathering provisions
to apply:

¢ The account-based income stream must have commenced before 1 January 2015
and retained; and

¢ the person must have been a holder of the CSHC on 31 December 2014 and
continuously thereafter.

If a person with a grandfathered account-based income stream ceases to be a holder
of the CSHC for any period of time, the grandfathering provisions will no longer
apply if they become a CSHC holder again.

If a person rolls over an existing grandfathered account-based income stream to a
new account-based income stream, the grandfathering provisions will not apply to
the new account-based income stream.

If a grandfathered account-based income stream reverts to a reversionary beneficiary,
the grandfathering provisions will continue to apply if the beneficiary was a holder of
the CSHC on the date of reversion and continuously thereafter.


https://www.servicesaustralia.gov.au/income-test-for-jobseeker-payment?context=51411

Income limits

To qualify for the CSHC, an individual's total assessable income (ATl plus deemed
income from non-grandfathered account-based income streams) needs to be below
the relevant income limits. The following table shows the CSHC annual income
limits applying from 20 September 2025. These income thresholds are indexed

on 20 September each year.

Single Couples (combined income) lliness separated couples

$101,105 $161,768 $202,210
Add $639.60 for each dependent child.

Assessment of superannuation sourced annuities

Regular payments from superannuation annuities (without an untaxed element)

are generally tax-free for individuals aged 60 and over and are excluded from the
individual’s ATI. Challenger annuities are also non-account-based and as such are also
not subject to deeming.

This means, an individual can reduce their assessable income for the purposes of the
CSHC by investing in an annuity using funds from a non-grandfathered account-based
pension or contributing funds to super to commence a superannuation annuity.

Assessment of non-superannuation sourced annuities

For individuals, regular payments from non-superannuation sourced annuities can

be assessable for tax purposes and as such can have an amount included in the ATI
component of the CSHC's income test. However, non-superannuation annuities have
a deductible amount (DA) that reduces the amount that is assessable.

Assessable income for the CSHC = Regular payments less DA

The deductible amount is calculated as follows:

e For Challenger lifetime annuities the DA = Purchase price / relevant number
® For Challenger fixed term annuities the DA = (Purchase price - any commutations -
any residual capital value) / relevant number

The relevant number for fixed term annuities is the original term at commencement.
For lifetime annuities it is the life expectancy of the individual at commencement (or
the longer life expectancy for joint policies or policies with a reversionary beneficiary)
based on the life tables from the Australian Government Actuary.

Example:

On the 8 October 2025, Bill age 70 invests $300,000 into Challenger lifetime annuity
that pays $17,827.80 p.a. indexed to CPIl and another $100,000 into a 10 year fixed
term annuity with no residual capital value that pays $12,551.28 p.a. not index.

Assessable income for the purposes of the CSHC for Bill's annuities is calculated
as follows:

Challenger lifetime annuity:
DA = $300,000/ 16.32 = $18,382.35
Assessable income for tax and CHSC = $17,827.80 - $18,382.35 = nil

Challenger term annuity:
DA =($100,000-0-0)/10 = $10,000
Assessable income for tax and CHSC = $12,551.28 - $10,000 = $2,551.28




Low Income Health Card income test

Similar to the CSHC, the Low Income Health Card (LIHC) only has an income test and
does not have an assets test.

When an individual initially makes a claim for the LIHC, eligibility is generally based
on their average weekly assessable income for the 8-week period before the claim.
Their income needs to be below the “100% limit’ to qualify or renew. To retain the
card, their income will need to be below the ‘125% limit’.

The table below shows the 100% and 125% income limits per week as at
20 September 2025.

Rate 100% limit 125% limit
Single (no children) $797.00 $996.25
Couple, combined (no children) $1,362.00 $1,702.50
Single, 1 dependent child $1,362.00 $1,702.50
Couple combined, 1 dependent child $1,396.00 $1,745.00
Add for each additional dependent child $34.00 $42.50

Assessable income for the LIHC

The LIHC income test uses the same assessable income under the pension income test
but also includes other types of income even though they are generally not assessable
as income under the pension income test. These additional income types include®:

¢ A social security pension or benefit paid to the customer or their partner within
the meaning to the Social Security Act 1991

e [f the person is receiving a social security pension or benefit within the meaning of
the Social Security Act 1991 - the person’s maintenance tested amount

e An ABSTUDY payment
¢ A pension payable under the Veterans' Entitlements Act 1986

¢ A payment received by a trainee in full-time training under a Labour Market
Program, who is receiving JobSeeker Payment (JSP) or Youth Allowance (YA)
(JobSeeker)

¢ Payment of Self-Employment Allowance

¢ A payment of compensation within the meaning of section 17 of the Social
Security Act 1991 (that is a lump sum and/or periodic payments, though they are
assessed differently - see below)

¢ language, Literacy and Numeracy Supplement (LLNS)

¢ Department of Employment and Workplace Relations, Pensioner Education
Supplement (PES)

e Parental Leave Pay (PPL)

e Pharmaceutical Allowance (PhA)

® Pension Supplement (all 3 components)

e Rent Assistance (RA)

¢ Remote Area Allowance (RAA) (including RAA paid with ABSTUDY)
¢ Telephone Allowance (TAL)

e Training Supplement

e Work for the Dole (WFD) Supplement

e ABSTUDY PES

e Assistance for Isolated Children (AIC) Scheme PES

¢ Additional components of ABSTUDY, such as Boarding School Supplement and
Additional Assistance

e Farm Household Allowance (FHA)

6 Source: Low Income Health Care Card (LIC) income test 101-06040030



https://operational.servicesaustralia.gov.au/public/Pages/additional-products-and-services/101-06040030-01.html
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Assessment of Challenger annuities under the LIHC
income test

The assessment of Challenger annuities for the purposes of the LIHC is the same as
their assessment under the pension income test above.

Contact details

Call Challenger Tech team

challenger.com.au MR challengertech@challenger.com.au LDl L

(during Sydney business hours)

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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