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During the election campaign both the current and former Federal Government
announced superannuation and social security measures that can impact retirees
and pre-retiree clients.

The current Government while in opposition supported some of the
announcements made by the former Government and disagreed on a few others.
Below is a summary of some of these announcements.

It is important to note that at the time of writing these are only proposed
measures and are not yet law and could change through implementation,
if and when legislated.

Downsizer contributions — change to minimum qualifying age to 55

Since 1 July 2018, eligible individuals aged 65 and over have been able to
contribute up to $300,000 from the sale proceeds of their main residence into
superannuation. The contribution can be made without needing to meet the super
work test or being subject to the non-concessional contribution restrictions imposed
by total super balance rules.

While the rules refer to downsizing, there is no requirement to downsize or indeed
purchase a new home.

From 1 July 2022, the minimum qualifying age has been legislated to reduce from
the current 65 to 60. The previous Government proposed that this be reduced
further to 55 with the current Government indicating that they are supportive of
this measure. When initially announced, the lower age was proposed to also be
effective 1 July 2022.

Those who use the ‘downsizer contribution’ rules in the age bracket of 55-64 may
need to contend with ‘preservation’ rules where they may not be able to access the
funds in superannuation unless they meet a condition to access such as retirement.
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Allowing downsizer funds to be disregarded under the social
security assets test for two years

Currently, a social security recipient is allowed an assets test exemption for up to
12 months (extended to 24 months upon meeting certain additional conditions
such as factors beyond the person’s control) upon selling their main residence and
purchasing or building their new home. The assets test exemption only applies to
the amount of the sale proceeds intended to purchase / build a new home rather
than the entire sale proceeds.

Effective 1 January 2023, the previous Government proposed that the asset test
exemption period upon selling and purchasing / building a new main residence will
be extended to 24 months.

This was announced together with the reduction in eligibility age for downsizer
contributions and whilst the current Government indicated that they were
supportive of the downsizer measure, it is currently unclear whether this measure
was also supported.

Additionally, further detail is needed to ascertain whether the additional 12-month
extension will be retained in addition to the proposed 24 months for those who
experience delay beyond their control as well as whether there will be any relief
under the income test.

Deeming rates - two year freeze

In early May 2022, both the former and current Governments announced their
commitment to assist towards cost of living pressures by freezing deeming rate
percentages for the next two years, irrespective of any future interest rate rises.

Currently, the deeming rate percentages are 0.25% for financial assets up to
$53,600 (singles) and $89,000 (couples) and 2.25% for the balance of their
financial assets.

The $53,600 and $89,000 thresholds will continue to be indexed with the next
indexation due on 1 July 2022.

Increasing the cut-off income limit for the Commonwealth Seniors
Health Card (CSHCQ)

Currently, eligibility for the CSHC is based on an income test that includes an
individual’s adjusted taxable income and deemed income from non-grandfathered
account-based pensions.

To meet the income test, total assessable income will need to be below:

e $57,761 a year for singles
e $92,416 a year for couples
e $115,522 a year for couples separated by illness, in respite care or prison.

These limits are currently indexed on 20 September each year with the next
indexation due on 20 September 2022.

Initially announced by the previous Government but supported by the current
Government, it is proposed that from 1 July 2022 these income limits are increased to:

e $90,000 a year for singles
e $144,000 a year for couples
e $180,000 a year for couples separated by illness, in respite care or prison.

If legislated, it is currently unclear whether these proposed higher limits will be
indexed again on 20 September 2022.

Challenger



The information in this article is current as at 10 June 2022 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 only about our financial products. It is not intended to constitute financial product advice. 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.
Each person should, therefore, consider its appropriateness having regard to these matters and the information in the Target
Market Determination (TMD) and Product Disclosure Statement (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 Investor
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. 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. Where information about our products is past performance
information, past performance is not a reliable indicator of future performance. Any illustrations involving taxation, Centrelink
rules or benefits and/or Department of Veterans' Affairs rules or benefits are based on current laws at the date of
currency specified in this article and these laws may change at a future date. Neither Challenger, 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. In preparing this information about taxation,
Centrelink rules or benefits and/or Department of Veterans’ Affairs rules or benefits, Challenger relied on publicly
available information and sources believed to be reliable, however, the information has not been independently verified by
Challenger. While due care and attention has been exercised in the preparation of this information, Challenger 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 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. Challenger Life and CRISL are not an authorised deposit-taking
institution for the purpose of the Banking Act 1959 (Cth), and its obligations do not represent deposits or liabilities of an
authorised deposit-taking institution in the Challenger Group (Challenger ADI) and no Challenger ADI provides a guarantee or
otherwise provides assurance in respect of the obligations of Challenger Life. Accordingly, unless specified otherwise, the
performance, the repayment of capital and any particular rate of return on your investments are not guaranteed by
any Challenger ADI.
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