Challenger

JUNE 2025

For adviser use only

By Rahul Singh, Technical Services Manager

The new financial year has just started with routine indexation, advisers often have
questions around some of the key superannuation and tax related thresholds which are
relevant to financial planning. In this FAQ, we outline some of the key super and tax
thresholds from 1 July 2025 which may be helpful with your discussions with clients.

Please note, you can access a much more comprehensive list of relevant thresholds,
including social security and aged care in our Fast Facts.

2025-26 FINANCIAL YEAR

Type

Additional information

Individual resident
tax rates (excluding
Medicare Levy)

Seniors and Pensioner
Tax Offset (SAPTO)

Effective tax-free
threshold

Taxable income

$0 - $18,200

$18,201 - $45,000

$45,001 - $135,000

$135,001 - $190,000

$190,001 and over

Single

Partnered, non-illness separated
Partnered - illness separated

Not eligible for SAPTO / Low Income
Tax Offset (LITO)

Eligible for LITO

Eligible for SAPTO and LITO (single)

Eligible for SAPTO and LITO
(partnered, not illness separated)

Eligible for SAPTO and LITO
(partnered, illness separated)

Tax rate

Nil

16%
30%
37%
45%
$34,919
$30,994
$33,732

$18,200

$22,575
$35,813

$31,888

$34,625

There was no change to the individual tax rates
in 2025-26.

Worth noting, the 16% tax rate will change to
15% in 2026-27 and will further reduce to 14%
from 2027-28 onwards.

While there are many reasons to lodge a tax
return, these thresholds also impact whether
older clients are required to lodge a tax return.

Thresholds at which neither personal income
tax nor Medicare Levy applies due to LITO and
SAPTO.

May be relevant when assessing personal
deductible super contributions and salary sacrifice
arrangements in considering the levels of income
at which no personal income tax applies.
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https://edge.sitecorecloud.io/challengerg66c7-challengerprod-prod-4c11/media/Project/Challenger/Challenger/Documents/Guides/Fast-Facts-202503.pdf
https://www.ato.gov.au/forms-and-instructions/individual-tax-return-2025-instructions/completing-the-individual-tax-return-2025/do-you-need-to-lodge-a-tax-return-2025
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Type Additional information

Contributions can be made until the 28th day
after the month in which the client turns 75.
No work test applies.

Subject to prior contributions, eligible to use
the bring-forward provisions if 74 or younger at
the start of the FY and if total superannuation
balance (TSB) on 30 June 2025 is:

Non-concessional $120,000 annual cap or up to $360,000

contributions . TSB NCC
NCC under the bring-forward rules
(NCC) cap <$1.76 million $360,000
$1.76 million to
<$1.88 million $240,000
$1.88 m.llhon to $120,000
<$2 million
>$2 million Nil

Work test applies to personal deductible
contributions if aged 67 or over at the time

of contribution, unless a one-off work test
exemption applies for those with TSB less than
$300,000 on 30 June 2025 and who met the
work test in 2024-25. Work test can be met after

Concessional making the contribution within the same FY.
contributions $30,000

(CC) cap The cap may be higher if the client has unused

CC cap from 1 July 2019 and their TSB is less than
$500,000 on 30 June 2025.

The 2024-25 FY was the last FY to utilise any
unused CC cap space in the 2019-20 FY as
unused amounts can only be carried forward for
the previous five financial years.

The transfer balance cap applicable to the client
depends on whether they have held a retirement
phase income stream since 1 July 2017. Clients
commencing retirement phase income streams
for the first time since 1 July 2025 will have a

Transfer balance cap $2 million transfer balance cap of $2 million.

Proportional indexation rules apply based on
personal transfer balance cap and unused
amounts for those who held a retirement phase
income stream since 1 July 2017.

Preservation is a key concept relating to
accessing superannuation, commencing

Preservation age 60 Transition to Retirement income streams and
taxation of super lump sums and employment
termination payments.

Superannuation 12% With 0.5% higher SG compared to 2024-25,
Guarantee (SG) ° employee client’s CC may need to be reviewed.

This is the 1st year that the maximum
contribution base has reduced compared to the
previous FY. This is to ensure that mandatory

$62,500 per quarter 12% SG contributions on income does not
exceed the annual CC cap.

Maximum
contribution base

When the annual CC cap increases in the future,
so will the maximum contribution base.


https://www.ato.gov.au/individuals-and-families/super-for-individuals-and-families/super/withdrawing-and-using-your-super/retirement-withdrawal-lump-sum-or-income-stream/calculating-your-personal-transfer-balance-cap

Type

-y

Additional information

Government co-
contribution

Small Business
CGT Cap

Life and death benefit
termination cap

Genuine redundancy
and early retirement
scheme

Untaxed plan cap

Medicare levy
surcharge

Super income
stream minimums

Maximum entitlement of $500
Lower income threshold - $47,488
Higher income threshold - $62,488

If eligible for the 15-year exemption, up to $1.865
million of the proceeds can be contributed under
the CGT Cap.

$1.865 million If eligible for retirement exemption, only the
amount disregarded under the retirement
exemption to a maximum lifetime limit of
$500,000 can be contributed under the CGT Cap.
$260.000 Applies to eligible employer related

Base amount - $13,100

Each completed year of service - $6,552

termination payments.

Amongst other criteria, client needs to be under
Age Pension age at the point of dismissal.

Applies to lump sum withdrawals and rollovers

$1.865 million from untaxed funds such as certain public sector
super schemes.
Rate Singles Families
0% <$101,000 <$202,000
$101.001 to $202,001 to EI|g|bIe income not only mpact; I|§p|llty for
1% Medicare Levy Surcharge if the individual does not
$118,000 $236,000 . . . .
hold an eligible private health insurance policy but
1259% $118,001 to $236,001 to also the amount of the rebate.
' $158,000 $316,000
1.5% =>$158,001 >$316,001
Under 65: 4%
65-74.5%
75-79. 6%
80-84: 7%
85-89:9%
90-94:11%

95 or over — 14%


https://www.privatehealth.gov.au/health_insurance/surcharges_incentives/insurance_rebate.htm

Contact details

Call Challenger Tech team
1800 176 486
(during Sydney business hours)

‘ Visit ) Email

challenger.com.au MR hallengertech@challenger.com.au

The information in this article is current as at 1 June 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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