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How are annuities assessed under 
the CSHC 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 pensions.

ATI for the purposes of the CSHC income test includes:

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

• total net investment loss,

• target foreign income,

• employer provided fringe benefits, and

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

Income limits
To qualify for the CSHC, an individual’s total assessable income needs to be below the 
relevant income limits. The following table shows the CSHC annual income limits applying 
from 20 September 2021. The income thresholds are indexed on 20 September each year.

Single
Couples 
(combined incomes) 

Illness separated couples, including respite 
care and partnered (partner in gaol) couples 
(combined incomes) 

$57,761 $92,416 $115,522 

For each dependent child, add $639.60.

At the time of writing, legislation1 has been introduced (but has not been legislated) 
into parliament to increase the above limits from 20 September 2022 to:

Single
Couples 
(combined incomes) 

Illness separated couples, including respite 
care and partnered (partner in gaol) couples 
(combined incomes) 

$90,000 $144,000 $180,000 
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1	� Social Services and Other Legislation Amendment (Lifting the Income Limit for the Commonwealth Seniors 
Health Card) Bill 2022.
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Superannuation 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. Annuities that are non-account-based, for example Challenger’s 
annuities, 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. 

Non-superannuation annuities 
Regular payments from non-superannuation 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: 

• Lifetime annuities DA = Purchase price / relevant number

• Fixed term annuities 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. 

For example, a 5-year fixed term annuity commenced with $100,000 and has 
a residual capital value of $50,000, pays $13,180 p.a. (based on a Challenger quote 
as at 1/8/2022) and has a deductible amount of $10,000 p.a. [($100,000 - $50,000)/5]. 

Assessable income for the purposes of the CSHC = $13,180 - $10,000 = $3,180.
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The information in this article is current as at 10 August 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)). The information 
in this article is general information only about our financial products 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. 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 Adviser Services 
Team on 1800 621 009. 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 is 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.

https://www.challenger.com.au/
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