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Learning 
outcomes

1 Explore the available mechanisms for 
directing super/income stream death benefits

2 Determine the tax treatment of lump sum and 
income stream death benefits

3 Discover the Social Security consequences of 
changing circumstances 

4 Evaluate the advice opportunities for 
changing family circumstances 
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Modern families
Families come in all shapes and sizes

• Traditional families

• Single parent families

• Families without children

• Multi-generational (extended) families

• Blended families

• Grandparent (skipped generation) families

• Families in transition

• And lots of others
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Super
Advice considerations

• Directing death benefits

• Taxation of death benefits

• Divorce/separation
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Quiz question
Directing death benefits

• Q: I have a 60-year-old client.  Upon his death he would like to leave each of 
his his two granddaughters $50,000 each from his super. Can he?

• A: He can direct his super fund to pay anyone he wants

• B: He can direct his super fund to pay SIS dependants and/or his estate

• C: He can direct his super fund to pay Tax dependants and/or his estate

• D: Grandchildren cannot be paid super death benefits



Source: https://www.ato.gov.au/individuals-and-families/super-for-individuals-and-families/super/withdrawing-and-using-your-super/superannuation-death-benefits7

Super
Directing death benefits



Source: https://www.ato.gov.au/individuals-and-families/super-for-individuals-and-families/super/withdrawing-and-using-your-super/superannuation-death-benefits8

Super
Directing death benefits
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Super
Directing death benefits

• Q: I have a 60-year-old client.  Upon his death he would like to leave each of 
his his two granddaughters $50,000 each from his super. 

‒ If this is possible, how would such a benefit be taxed (if at all)?



Source: https://www.ato.gov.au/individuals-and-families/super-for-individuals-and-families/super/withdrawing-and-using-your-super/superannuation-death-benefits10

Super
Taxation of death benefits



Source: https://www.challenger.com.au/tools/ff/cgf/#/super11

Super
Taxation of death benefits
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Super
Taxation of death benefits

• Q: What advice strategies may assist clients reduce the tax payable (if any) 
on super death benefits?
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Super
Divorce/separation

• Super interests and super payments can generally be split by agreement or court order on relationship breakdown

• Super is treated as property

• Splitting super benefits

‒ Preservation

‒ Components

‒ Lump sum or income payments

‒ Transfer balance cap



www.adviseronlineportal.com.au/-/media/shared/challenger/document/challenger-tech/ensuring-super-income-stream-death-benefits.pdf14

Income streams
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Income streams
Options on death

• Following death an income stream is required to be cashed as soon as practicable

• Dependent beneficiaries can (subject to the conditions of the super income stream) receive super death benefits as:

‒ a super lump sum

‒ one or more death benefit income streams in retirement phase, or

‒ a combination of lump sum and income stream(s) in retirement phase.

• Dependent beneficiaries eligible to receive a death benefit income stream include:

‒ a spouse

‒ a child under 18 years of age

‒ a financially dependent child under 25 years of age

‒ a disabled child, irrespective of their age, and

‒ a person who was in an interdependency relationship with the deceased.



16

Income streams
Death benefits

• Binding nominations

• Non-binding nominations

• Reversionary

• No nomination
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Income streams
Death benefit payment options
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Income streams
Death benefit payment options: Taxation



www.adviseronlineportal.com.au/-/media/shared/challenger/document/challenger-tech/super-income-streams-and-death-benefits.pdf19

Income streams
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Income streams
Advice considerations

• Once a death benefit, always a death benefit

• Rolling over a death benefit to another income stream

• No rollover to accumulation

• Transfer balance cap considerations
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Income streams
Directing death benefits

• Q: I have a 75-year-old client.  He would like to leave his account-based 
pension assets remaining upon his death to his two granddaughters in equal 
parts.  

‒ Can he? 

‒ If this is possible, how will such benefits be taxed? 

‒ If this is possible, how can he achieve this outcome?
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Social Security
Considerations for modern families

• Death of a spouse

• Separation in retirement
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Quiz question
Death of a spouse

• Q: One member of a client couple has just died.  What will happen to the 
Age Pension of the surviving partner?

• A: Pension continues at half the rate previously payable to the couple

• B: Pension will be based on single rates and thresholds but shouldn’t 
change much

• C: Pension will be based on single rates and thresholds but could change 
significantly (including to zero)

• D: Pension continues at the rate previously payable to the couple



https://www.adviseronlineportal.com.au/-/media/shared/challenger/document/challenger-tech/the-death-of-a-spouse.pdf24

Social Security
Death of a spouse



Rates and thresholds as at 20 September 2024. Assumes all assets are financial assets and no other income.  Non-homeowner asset cut-out may be higher if eligible for rent assistance.25

Social Security
Means tests for couples and singles



Rates and thresholds as at 20 September 2024. Assumes all assets are financial assets and no other income.  Non-homeowner asset cut-out may be higher if eligible for rent assistance.26

Social Security
Means tests: Couple to single (death of a spouse)



Rates and thresholds as at 20 September 2024. Assumes all assets are financial assets and no other income.  Non-homeowner asset cut-out may be higher if eligible for rent assistance.27

Social Security
Means tests: Couple to singles (separation of couple)



Age Pension at 1 January 2025. 
ASFA Retirement Standard (September 2024).  https://www.superannuation.asn.au/resources/retirement-standard/28

Social Security
Revised retirement spending as a single

Couple (combined) Single
Maximum Age Pension $44,855 p.a. $29,754 p.a.
ASFA Modest Lifestyle $47,475 p.a. $32,930 p.a.
ASFA Comfortable Lifestyle $73,031 p.a. $51,814 p.a.
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Improving client outcomes
Practicalities for modern families: Gary and Greta



Improving client outcomes
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Account-based pensions

Source: Challenger Retirement Illustrator (30/01/2025) using Social Security rates and thresholds effective 20 September 2024.  67-year-old male/female client couple.  $500,000 
each in super. Deterministic analysis assumes returns of 4.0% p.a. for defensive assets and 8.0% p.a. for growth assets before fees. $100,000 cash/TDs earning 4.0% p.a. interest.  
Non-financial assets of $50,000.  $80,000 p.a. desired income including $50,000 p.a. essential income.  Amounts shown are in today’s dollars. CPI of 2.5% p.a. See Challenger 
Retirement Illustrator for all assumptions. Reference number: RIC250130000749.



Improving client outcomes
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Account-based pension and (20%) CPI-linked lifetime annuities

Source: Challenger Retirement Illustrator (30/01/2025) using Social Security rates and thresholds effective 20 September 2024.  67-year-old male/female client couple.  $500,000 
each in super. Deterministic analysis assumes returns of 4.0% p.a. for defensive assets and 8.0% p.a. for growth assets before fees. $100,000 cash/TDs earning 4.0% p.a. interest.  
Non-financial assets of $50,000.  $80,000 p.a. desired income including $50,000 p.a. essential income.  Amounts shown are in today’s dollars. CPI of 2.5% p.a. See Challenger 
Retirement Illustrator for all assumptions. Reference number: RIC250130000749.



Improving retirement confidence
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20% allocation to a CPI-linked lifetime annuity 

Lifetime income
for as long you live, 
starting in the first 
year at $10,654 pa.

A 100% chance of 
meeting income ‘needs’ 
(an increase of 24% 
over the non-lifetime 
income portfolio). 

A 85% chance of 
meeting desired
‘needs and wants’
(an increase of 14% 
over the non-lifetime 
portfolio).

Estate value
increased by $94,710
(in today’s dollars) at 
couple life expectancy.

Total retirement income 
over 27 years is $4,092 
higher.20%

allocation to 
CPI-linked 
lifetime 
income

Income
for life

Essential income 
needs met

Desired income 
target improved

Higher
asset value

Total
Income

Source: Challenger Retirement Illustrator (30/01/2025) using Social Security rates and thresholds effective 20 September 2024.  67-year-old male/female client couple.  $500,000 
each in super. Deterministic analysis assumes returns of 4.0% p.a. for defensive assets and 8.0% p.a. for growth assets before fees. $100,000 cash/TDs earning 4.0% p.a. interest.  
Non-financial assets of $50,000.  $80,000 p.a. desired income including $50,000 p.a. essential income.  Amounts shown are in today’s dollars. CPI of 2.5% p.a. See Challenger 
Retirement Illustrator for all assumptions. Reference number: RIC250130000749.



Improving client outcomes
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Gary dies at age 81 – his ABP balance paid to his kids

Source: Challenger Retirement Illustrator (30/01/2025) using Social Security rates and thresholds effective 20 September 2024.  67-year-old male/female client couple.  $500,000 
each in super. Deterministic analysis assumes returns of 4.0% p.a. for defensive assets and 8.0% p.a. for growth assets before fees. $100,000 cash/TDs earning 4.0% p.a. interest.  
Non-financial assets of $50,000.  $80,000 p.a. desired income including $50,000 p.a. essential income.  Amounts shown are in today’s dollars. CPI of 2.5% p.a. See Challenger 
Retirement Illustrator for all assumptions. Reference number: RIC250130000749.



Improving client outcomes
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Greta’s income as a single from age 81

Source: Challenger Retirement Illustrator (30/01/2025) using Social Security rates and thresholds effective 20 September 2024.  81-year-old single female client.  $$278,200 in 
super. Deterministic analysis assumes returns of 4.0% p.a. for defensive assets and 8.0% p.a. for growth assets before fees. $100,000 cash/TDs earning 4.0% p.a. interest.  Non-
financial assets of $50,000.  $80,000 p.a. desired income including $50,000 p.a. essential income.  Amounts shown are in today’s dollars. CPI of 2.5% p.a. See Challenger 
Retirement Illustrator for all assumptions. Reference number: RIC250130000820.
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Disclaimer
The information in this presentation is current as at 28 January 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 Challenger annuities. The information in this presentation is general information only about our financial products and is intended solely for licensed financial advisers 
or authorised representatives of AFSLs, 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 Challenger Lifetime Annuity 
(Liquid Lifetime) Target Market Determination (TMD) and Product Disclosure Statement (PDS) available at www.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 Challenger 
Lifetime Annuity (Liquid Lifetime) before deciding whether to acquire or continue to hold the product. A copy of the TMD and PDS is available at www.challenger.com.au or by contacting our 
Adviser Services Team on 13 35 66.

Any examples shown in this presentation are for illustrative purposes only and are not a prediction or guarantee of any particular outcome. This presentation 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 presentation 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 
presentation is not intended to be a complete statement or summary of the matters to which reference is made in this presentation.

Age Pension benefits described above will not apply to all individuals. Age Pension outcomes depend on an individual (or couple’s) personal circumstances and may change over time. While lifetime 
income streams may immediately benefit some Age Pension eligible retirees who are assessed under the assets test, in later years, if assessed under the income test, any ongoing Age Pension 
benefits may be reduced. For Liquid Lifetime (Market-linked payments), only the first year’s monthly income amount is guaranteed. After the first year, monthly payments will move up or down annually 
adjusting to the changes in your clients’ chosen market-linked indexation payment options. In periods of strong market performance, any Age Pension benefits of your clients may reduce to reflect the 
higher income received.

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 presentation.
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