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The Australian Government Actuary (AGA) releases the Australian Life Tables (ALT)
every 5 years, with the most recent released on 1 January 2025 (the AGA 2020-22
ALT — see Table 1 below). These tables contain life expectancy factors that are used in
various applications. Relevantly for retirement income streams, these life expectancy
factors are used to determine:

— the deductible amount of non-superannuation sourced lifetime annuities,

— the maximum withdrawal periods for lifetime income streams for eligibility to the
social security assets test concessions, and

— the maximum withdrawal period for a class of superannuation income streams —
innovative superannuation income streams — in the superannuation regulations.

Deductible amount for tax purposes

The deductible amount is the amount of each regular payment from the annuity that
broadly represents the return of the original investment capital. For lifetime annuities,
it is calculated as:

Deductible amount = Purchase price divided by the investor’s life
expectancy' at commencement

The investor’s life expectancy (or relevant number) is based on the life expectancy
factors in the relevant AGA ALT at the time the annuity commenced. For
example, lifetime annuities that commenced from 1 January 2025 will use the most
recent life expectancy factors from the AGA 2020-22 ALT. Annuities that commenced
between 1 January 2020 and 31 December 2024 will use the AGA 2015-17 ALT.

1 For joint policies or policies with a reversionary beneficiary, the longest life expectancy of the two
investors is used to calculate the deductible amount.

The investor’s life

expectancy (or relevant
number) is based on the

life expectancy factors
in the relevant AGA ALT
at the time the annuity
commenced.
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Eligibility to the social security concessional assets
test treatment

The government introduced new means testing rules for certain lifetime income
streams, such as lifetime annuities, on 1 July 2019. Lifetime income streams that
commenced on or after 1 July 2019 were subject to the new rules, while those that
commenced prior are grandfathered under the previous rules.

The new rules provided an asset test concession if the lifetime income stream does
not provide surrender values and death benefits greater than certain limits. Chart 1
below illustrates these limits.

The surrender value limit is 100% of the initial purchase price and decreases on a
straight-line basis to life expectancy. The death benefit limit is 100% of the initial
purchase price up until half of life expectancy, at which point the death benefit limit
drops to 50%. The death benefit limit then reduces on a straight-line basis to life
expectancy, when the death benefit limit is zero. No surrender value or death benefit
can be payable after life expectancy.

Chart 1: Social security surrender and death benefit limits for
lifetime income streams
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Source: Social Security Guide section 4.9.3.35

Life expectancy is the number of days based the life expectancy factors in the relevant
AGA Life Tables for the investor at the assessment day (generally the commencement
date of the income stream). For joint income streams, the life expectancy factor of the
eldest is used. This is then rounded down to the nearest whole number of years and
then converted back to a number of days based on 365 days in a year.

Lifetime income streams that comply with the above limits are assessed
concessionally under the assets test.

Challenger Liquid Lifetime (flexible income) annuities commenced from 1 July 2019
complies with the above limits. As such their income and assets test assessment
is as follows:

¢ Under the income test, 60% of the annuity’s reqular payments is assessed.
For deferred lifetime annuities, the above assessment will apply once income
payments commence, i.e. no income assessment during the deferral period.

¢ Under the assets test, 60% of the purchase price is assessable, reducing to 30%
from age 85, subject to a minimum of 5 years under the 60% assessment. Where
there is an eligible reversionary beneficiary nominated, they will inherit the primary
investor’s assessment including the day the income stream’s asset assessment
drops to 30%.

Age 85 (known as the threshold day) is also based on the AGA Life Tables and, as
such, will change over time for future income streams — it was age 84 for lifetime
income streams commenced prior to 1 January 2025.



https://guides.dss.gov.au/social-security-guide/4/9/3/35

Innovative superannuation income streams declining

capital access schedule

To facilitate the development of innovative retirement income stream products, the

Government introduced an alternate definition for a superannuation income stream

in the Superannuation Regulations (SIS Regulations 1.06A). These regulations have

been available since 1 July 2017 and require a declining access to capital but do not

require minimum payments to be made in any year. Similar to the social security
surrender value and death benefit limits above, the definitions limit the amount of
capital that could accessed linearly from 100% of their purchase amount to nil at
life expectancy with the ability for product providers to offer 100% death benefits

during the first half of a person’s life expectancy. Life expectancy under this definition
is also based on the life expectancy factors in AGA Life Tables at commencement of
the income stream — see Table 1 below.

Table 1. Australian Government Actuary 2020-22 Australian Life Tables

Age

1 80.59
2 79.61
3 78.62
4 77.63
5 76.64
6 75.64
7 74.65
] 73.65
9 72.66
10 71.66
1 70.67
12 69.67
13 68.68
14 67.69
15 66.70
16 65.71
17 64.74
18 63.76
19 62.80
20 61.83
21 60.86
22 59.90
23 58.93
24 57.97
25 57.01
26 56.04
27 55.08
28 54.12
29 53.16
30 52.19
31 51.23
32 50.27
33 49.31
34 48.35
35 47.40

Females

LE

84.59
83.61
82.62
81.62
80.63
79.64
78.64
77.65
76.65
75.66
74.66
73.67
72.67
71.68
70.68
69.69
68.71
67.72
66.74
65.75
64.77
63.78
62.80
61.81
60.83
59.84
58.86
57.87
56.89
55.91
54.92
53.94
52.96
51.98
51.00

Age

36 46.44
37 45.49
38 44.53
39 43.58
40 42.63
41 41.68
42 40.74
43 39.80
44 38.86
45 37.92
46 36.99
47 36.07
48 35.14
49 34.22
50 33.31
51 32.40
52 31.50
53 30.60
54 29.70
55 28.82
56 27.93
57 27.06
58 26.19
59 25.32
60 24.47
61 23.62
62 22.78
63 21.94
64 21.12
65 20.30
66 19.48
67 18.68
68 17.89
69 17.10
70 16.32

Females

LE

50.03
49.05
48.08
47.11
46.14
4517
44.21
43.24
42.28
41.33
40.37
39.42
38.47
37.53
36.58
35.64
34.71
33.78
32.85
31.92
31.00
30.08
29.17
28.26
27.35
26.45
25.56
24.67
23.78
22.90
22.02
21.15
20.29
19.43
18.59

Age

71 15.56
72 14.80
73 14.06
74 13.33
75 12.62
76 11.92
77 11.24
78 10.58
79 9.94
80 9.32
81 8.72
82 8.14
83 7.59
84 7.06
85 6.55
86 6.08
87 5.63
88 5.21
89 4.83
20 4.48
91 4.16
92 3.88
93 3.62
94 3.39
95 3.18
96 2.99
97 2.81
98 2.65
929 2.50
100 2.37
101 2.25
102 2.15
103 2.06
104 1.98
105 1.90

Females

LE

17.75
16.92
16.10
15.30
14.50
13.72
12.96
12.21
11.48
10.77
10.08
9.42
8.78
8.16
7.57
7.01
6.48
5.98
5.51
5.09
4.69
4.33
4.00
3.71
3.44
3.20
2.99
2.80
2.63
2.49
2.36
2.24
2.14
2.04
1.96



It is important to note that these life expectancy factors do not factor in mortality
improvement overtime. AGA also publishes 25- and 125-year mortality improvement
factors alongside their Life Tables. We can estimate ‘enhanced life expectancy’

by incorporating these mortality improvement factors into the life expectancy

factors in Table 1. These ‘enhanced’ life expectancies can be a better estimate of
retirement timeframes for clients. Furthermore, studies have shown that those in a
relationship have longer life expectancies than their single counterparts, an important
consideration when determining suitable timeframes for couples.

Challenger has calculated enhanced life expectancies including those for couples by
incorporating the AGA's 25-year mortality improvement factors into the life expectancy
factors in Table 1. These enhanced life expectancies for specific ages are available and
used in the Challenger Retirement lllustrator — See example in Chart 2 below.

Chart 1: Probable life expectancy of a 70 year old male and 67 year
old female
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Source: Challenger Retirement lllustrator

Studies have shown that

those in a relationship
have longer life
expectancies than their
single counterparts, an
important consideration
when determining suitable
timeframes for couples.




Contact details

Call Challenger Tech team

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

(during Sydney business hours)

The information in this article is current as at 1 July 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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