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The introduction of NCC (hon-concessional contribution)

limits from 2007 presented challenges for many retirees in
contributing large lump sums to superannuation. Among other
alternative measures to contribute to super, the introduction of
downsizer contributions in July 2018 emerged as an attractive
option to contribute more to super due to its exclusion from the
NCC cap and the lack of total super balance requirements or
upper age limits.

Since its inception in July 2018 until June 2024, approximately
78,600 individuals made downsizer contributions totalling
approximately $19.9 billion'. As a result, the rules governing
downsizer contributions continue to be an area of focus for
financial advisers. This article revisits frequently discussed areas
of interest by the Challenger Technical Team.

Snapshot of the rules and eligibility requirements

Core eligibility

Sale of principal home, where proceeds are exempt or partially exempt from the
main residence capital gains tax (CGT) exemption, or would be entitled to such an
exemption if the home was a CGT rather than a pre-CGT asset.

Principal home criteria

Located in Australia and is not a caravan, houseboat, or other mobile home

(no requirement to buy another home).

Ownership requirement

Owned by the individual or spouse for 10 years or more prior to the sale (ownership
period is generally from the date of settlement of purchase to the date of settlement
of sale).

1 Downsizer super contributions data | Australian Taxation Office.
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https://www.ato.gov.au/about-ato/research-and-statistics/in-detail/super-statistics/downsizer-super-contributions-data

Age of the individual
55 years old or older at the time they make a downsizer contribution (there is no
maximum age limit).

Contribution amount
Up to a maximum of $300,000 per individual (cannot exceed sale proceeds).

Contribution timing
Within 90 days of receiving proceeds of sale (usually the date of settlement).

One-time contribution
No previous downsizer contribution has been made from the sale of another home.

Downsizer contribution form
Downsizer contribution into super form (NAT 75073-06.2018) must be submitted
either before or at the time of making the downsizer contribution.

Refer to the ATO website for more information on eligibility and the
application process.

Is there a preference between using a downsizer
contribution cap or NCC cap?

Criteria NCC Downsizer

Maximum cap $120,000 per year or $360,000 under  $300,000
the bring-forward arrangement

Total super balance Yes No

eligibility applies?

One-time contribution  No Yes

Maximum age limit 75 (contributions can be accepted None

within 28 days after the month in
which the individual turns 75)

Minimum age limit None 55

Based on the above differences, the preference could depend on:

¢ Whether the individual intends to sell another home in future (assuming both
meet downsizer eligibility). If the individual intends to sell another home in the
future, particularly after 75, it might be worthwhile to utilise the NCC cap today.

¢ The amount of their remaining sale proceeds. If there are significant amounts of
capital remaining after the sale of the home (and any purchase of another home),
the individual may want to utilise both caps to maximise the amount they can
contribute into super.

Can a downsizer contribution be made using ‘other’
monies if the entire sale proceeds are used to buy
another home?

Downsizer contribution rules do not require the individual to use their actual sale
proceeds to contribute or even require them to buy another home. If all other
eligibility criteria are satisfied, individuals can use other monies to make the
contribution. This is confirmed from the ATO’s LCR 2018/9 (paragraph 61) outlining
that the contribution does not have to be made from the actual proceeds.

In fact, a downsizer contribution can be used as part of a cash-out and
recontribution strategy to:

— increase the tax-free component of the individual's super to help reduce
potential tax to non-tax dependants,

— equalise super between spouses, which could result in maximising amounts a
couple can transfer into retirement phase income streams by taking advantage
of two transfer balance caps,

— help maximise Age Pension entitlements for an older spouse by making the
contribution into the younger spouse’s super.
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https://www.ato.gov.au/forms-and-instructions/superannuation-downsizer-contribution-form
https://www.ato.gov.au/individuals-and-families/super-for-individuals-and-families/super/growing-and-keeping-track-of-your-super/how-to-save-more-in-your-super/downsizer-super-contributions#ato-Eligibilityrequirements
https://www.ato.gov.au/law/view/document?LocID=%22COG%2FLCR20189%2FNAT%2FATO%2Ffp8%22&PiT=99991231235958#H61
https://www.ato.gov.au/forms-and-instructions/superannuation-downsizer-contribution-form
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Note - Considerations should be given to the impact of losing any grandfathering
status for social security purposes, where a recontribution strategy is considered
using an existing account-based pensions.

Can a downsizer contribution be made if the

home is transferred under a Centrelink granny flat
arrangement in exchange for a life interest and there
are no sale proceeds?

Downsizer contributions are limited to the lesser of $300,000 for each individual and
the gross capital proceeds received (before any mortgage repayments or costs incurred
from the sale such as agent fees). Therefore, if the home is gifted or transferred
without any capital sale proceeds, a downsizer contribution cannot be made.

LCR 2018/9 (paragraph 62) confirms that capital proceeds for most cases are the

money received, or entitled to be received, from the sale of the interest in the LCR 2018/9 ararah
dwelling. An individual cannot apply the CGT market value substitution rules to 62) confirms that capital

increase the amount of the capital proceeds from the disposal of their ownership
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interest in the dwelling to equal the market value of the ownership interest.
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If the main residence exemption only applies to the interest in the dwelling.
home and adjacent two hectares valued at $200,000,
is a downsizer contribution limited to $200,000?

No - Even though the main residence exemption only applies to part of the property,
the amount allowed as a downsizer contribution is not apportioned. The total proceeds
from the disposal are used to determine the amount available for the contribution.

LCR 2018/9 (paragraph 50) confirms that it is not relevant how the main residence
exemption is calculated or apportioned. The available amount of downsizer
contribution relates to the proceeds from the disposal of the interest in a dwelling. It
is not limited to the extent of CGT main residence exemption amount.

Can the contribution amount be more than the
individual percentage share of sale proceeds where
the property is owned as tenants in common
between non-spouses?

No — Unlike in cases where a downsizer contribution can be made by a spouse from
the sale proceeds in relation to the combined ownerships interests of both spouses
(provided they meet all other requirements) as tenants in common, the same does
not apply to property held as tenants in common by non-spouses.

Downsizer contributions are limited to the total capital proceeds that the individual,
their spouse, or they both, receive from disposing of their ‘ownership interests’ in the
dwelling, up to $300,000.

Example 1 of the LCR 2018/9 clarifies that where a non-spouse held an ownership
interest of 20%, his contribution was limited to the 20% of sale proceeds being
$140,000 (out of total sale proceeds of $700,000) in that example.

How is a downsizer contribution assessed for social
security entitlements like the Age Pension?

For social security purposes, the principal home and the land adjacent to the home of
up to two hectares held under the same title is generally exempt. If sold, the principal
home sale proceeds exemption allows sale proceeds that are intended to be used to
purchase, build, rebuild, repair or renovate a new principal home to be exempt from
the social security assets test for a period of up to 24 months?.

2 Possible extension of the exemption to 36 months in limited circumstances.


https://www.ato.gov.au/law/view/document?LocID=%22COG%2FLCR20189%2FNAT%2FATO%2Ffp8%22&PiT=99991231235958#H61
https://www.ato.gov.au/law/view/document?LocID=%22COG%2FLCR20189%2FNAT%2FATO%2Ffp8%22&PiT=99991231235958#H52
https://www.ato.gov.au/law/view/view.htm?docid=%22COG%2FLCR20189%2FNAT%2FATO%2F00001%22#H18
https://www.ato.gov.au/law/view/document?LocID=%22COG%2FLCR20189%2FNAT%2FATO%2Ffp8%22&PiT=99991231235958#H61
https://www.ato.gov.au/law/view/document?LocID=%22COG%2FLCR20189%2FNAT%2FATO%2Ffp8%22&PiT=99991231235958#H61
http://Possible extension of the exemption to 36 months in limited circumstances.

Where the proceeds intended to buy or build a new home are held in a financial
investment, a lower deeming rate (0.75% as of 20 September 2025), applies for
income testing purposes.

For those Age Pension age or over, this assessment also applies where the sale
proceeds are contributed to super. However, where there is no intention to buy
another home, the above exemption does not apply and the contributed monies as a
downsizer contribution is assessed as an asset subject to deeming.

Superannuation in accumulation phase for those under Age Pension age is
disregarded for means test assessment.

Reducing the impact on social security payments from downsizer
contributions

Where a downsizer contribution is assessable for social security purposes, clients can
consider investing some of the downsizer contribution into a lifetime annuity to help
reduce this impact.

Challenger's lifetime annuity provides a concessional assessment under the assets test
and can help reduce the impact for asset tested clients. Under the assets test, 60%
of the investment amount is assessed until age 85 (subject to a minimum of 5 years)
and then a 30% assessment thereafter.

Under the income test, 60% of the regular payments are assessed. For further
information on Challenger’s lifetime annuity please refer to the Product Disclosure
Statement and Target Market Determination.

Example: Amy and Justan are retirees (both are age 67) and wish to downsize their
existing home. Apart from $250,000 each in account-based pensions (assessed under
the deeming rules), they have $10,000 in personal assets and $100,000 in cash. They
currently receive an Age Pension of 36,179 p.a. combined.

After purchasing their new home they expect to have surplus proceeds of $400,000
which they will each contribute $200,000 to top up their superannuation under
the downsizer provisions. Their Age Pension is expected to reduce to $4,979 p.a.
(combined) at that time. If they each invest 30% ($135,000 each) of their
superannuation into Challenger’s lifetime annuity, their Age Pension is expected to
increase to $13,403 p.a. in the first year.

Under the lifetime portfolio year 1 Age Pension entitlements changed by:
+$8,424 year / +$324 fortnight

Lifetime Portfolio
including $270,000 of Flexible income or
Enhanced income annuities

Current Portfolio

Total assessable assets: $1.010.000

Total assessable income: $25,376

Applicable Pension test: Assets Test

Estimated fortnightly Age Pension: $192

10% of the '

Total assessable assets: $902,000

Total assessable income: $26 486

Applicable Pension test: Assets Test

Estimated fortnightly Age Pension: $516

29% of the
maximum Age maximum Age
Pension Pension
ESINRMtC A% Fersion Year 1 Year 2 Year 3 Year 4 Year 5 Syelr bt el
(today's dollars) cumulative cumulative
Current portfolio $4,979 $8,710 $12,206  $15,509 $18,616 $60,020 $194,303
Lifetime portfolio $13,403 $15,808 $18,056 $20,189 $22,204 $89,660 $226,985

Lifetime portfolio difference $8,424 $7.098

$5,850 $4,680 $3,588 $29,640 $32,682

% Change 169%

81%

48% 30% 19% 49% 17%

Source: Challenger’s Age Pension lllustrator as at 22/09/2025 using default assumptions. The Age
Pension illustrator and details of the default assumptions can be found on AdviserOnline.
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https://edge.sitecorecloud.io/challengerg66c7-challengerprod-prod-4c11/media/Project/Challenger/Challenger/Documents/PDS/GA-LL-PDS.pdf
https://edge.sitecorecloud.io/challengerg66c7-challengerprod-prod-4c11/media/Project/Challenger/Challenger/Documents/PDS/GA-LL-PDS.pdf
https://edge.sitecorecloud.io/challengerg66c7-challengerprod-prod-4c11/media/Project/Challenger/Challenger/Documents/TMD/GA-LL-TMD.pdf
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Can a downsizer contribution be made by an
individual in a residential aged care facility?

Yes - In cases where an individual sells their home to move to an aged care facility,

a downsizer contribution can be considered from the former home sale proceeds as

long as they meet the eligibility criteria. There is no requirement to purchase another
property following the sale of their former home to be eligible to make a downsizer

contribution as outlined in LCR 2018/9 (paragraph 9).

However, this can have an impact on their aged care assessment. For aged care
purposes, the former home (if not occupied by a protected person) is assessed at a
capped value (currently) $210,555.20. Where the former home is sold, the assessment
of the proceeds depends on where those funds are reinvested. For instance, sale
proceeds sitting in a bank account are assessed as an asset subject to deeming. In such
cases, where there is an increase in assessable assets from the capped value of the
home to potentially the entire sale proceeds, aged care costs may also increase. Before
making a downsizer contribution, consideration should be given to whether or not

a lump sum accommodation deposit should be paid (if not already done so) to avoid
paying a high maximum permissible interest rate (currently 7.61%).

Although a downsizer contribution can be made, consideration should be given if
it is worthwhile to do so and if there could be a better investment alternative. As Although a downsizer
an example, Challenger Tech has compared the advantages and disadvantages of

making a downsizer contribution or investing the intended downsizer contribution
in Challenger CarePlus. Refer to our Decision-making considerations of Downsizer
contribution or Challenger CarePlus on adviser online for more details.

contribution can be
made, consideration

should be given if it is
worthwhile to do so and
if there could be a better
investment alternative.

Contact details

Call Challenger Tech team

Visit @ Email
challenger.com.au MR challengertech@challenger.com.au LDl

(during Sydney business hours)

The information in this article is current as at 20 September 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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