
Setting up a 
secure retirement 

income

Joe & Tina
Clients: Joe and Tina Bonnett
Age: 67 and retiring

Assets:  $250,000 each in  
superannuation and  
$50,000 cash

Goals:  To have money to pay their basic cost of living, no matter how long they live or how investment markets perform and to live comfortably for as long as they can.

 Joe and Tina are 67 years old and retiring. They own their home, have no debts and $250,000 each in superannuation. In addition, they have $20,000 worth of personal assets and $50,000 in the bank as a cash reserve.
Joe and Tina estimate they’ll need minimum income of $42,000 per annum to meet basic living expenses in retirement. However, they prefer a more comfortable retirement and believe they would need approximately $60,000 per annum to achieve that.

Joe and Tina will receive some secure income from the  Age Pension. In year one this is $21,681 per annum based on their current level of assets and rates and thresholds as at 20 September 2018.
Over time, they expect their pension entitlement to approach the maximum rate, currently $35,916 per annum 

combined for a couple, as they draw down on their assets to fund their retirement. However, this is still $6,084 per annum below their basic needs (in today’s dollars).
Joe and Tina’s life expectancies are 17.62 and 20.33  years respectively1. This is an average only — they are in good health, so could live well past their life expectancy. Like many Australians, Joe and Tina fear that they will outlive their savings and are worried they won’t be able to afford their basic expenses if they had to rely on the Age Pension alone. Joe and Tina would therefore like to find an additional source of secure income to help them meet their basic expenses in retirement.

Joe and Tina are also concerned about share market volatility and therefore prefer only a moderate exposure to growth assets (50% in growth assets, 50% in defensive assets).

They visit their financial adviser to find a solution.

Challenger  

Guide to 

annuities 

Secure your 

future with 

a safe, reliable 

income stream

Challenger has tools, calculators, technical guides and marketing materials to help you handle the intricacies of aged care. For more information contact your BDM or visit www.adviseronlineportal.com.au
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Aged care 
advice

This document is current as at 28 March 2018 and has been prepared by Challenger Life Company Limited ABN 44 072 486 938, AFSL 234670 (Challenger Life). It has been prepared without taking into account your objectives, 

financial situation or needs. Because of that, before acting on this information, you should speak with your adviser to assist you to consider its appropriateness, with regard to your objectives, financial situation and needs. 

The PDSs for our current products are available from your financial adviser, our Investor Services team on 13 35 66, or at www.challenger.com.au
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How the new means testing rules impact aged care clients using CarePlusBy Esabel Thinnakone, Technical Services Manager
In the August 2018 Challenger Tech article, ‘The strategic implications of new means 
testing rules for lifetime income streams’, we described the proposed new means test 
rules that apply to lifetime income streams commenced on or after 1 July 2019. In this 
month’s article we analyse how these proposed new means test rules, which are subject 
to the passage of legislation, will affect clients using Challenger CarePlus (CarePlus). CarePlus

CarePlus is designed for people who have been assessed as being eligible to receive 
Government-subsidised aged care. It comprises:• CarePlus Annuity (Annuity) that provides regular payments for life, and• CarePlus Insurance that pays a lump sum to the estate and/or nominated 

beneficiary(ies). 

The Annuity is a lifetime annuity that will be assessed under the proposed new means test 
rules where CarePlus is purchased on or after 1 July 2019 as described in Table 1 below. 
Importantly, where CarePlus is purchased before 1 July 2019, grandfathering provisions 
will apply and the Annuity will continue to be assessed under the current rules.Table 1: Comparison of current and new means test rules for CarePlus AnnuityCurrent rules

New rulesIncome Test Regular payment less 
deduction amount 

60% of regular payments 
Assets Test Purchase price less (deduction amount x term elapsed) 

60% of purchase price until age 841 (minimum of 5 years), 30% thereafter Note: Deduction amount equals purchase price divided by life expectancy.
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1  Age 84 is based on the current life expectancy of a 65 year old male.
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Adviser tools and resources

Product education and client materials 
• Adviser product flyers

• Client friendly product flyers

• Product technical guides

• Case studies

• Retirement income research papers

• White label content library of client friendly articles

Adviser education 
• CPD accredited retirement 

income and aged care workshops

• CPD accredited retirement 
income and aged care webinars

• CPD accredited aged care 
video series

• Product webinars

• Explainer videos

Tools and 
calculators
• Retirement Illustrator

• eQuote

• Age Pension Calculator

• Aged Care Calculator

• Retirement spending 
planners

Challenger Tech Team 
• PD Day and conference presentations

• Technical articles on retirement income and aged care

• Monthly TechNews email 

Contact the Tech team on 1800 176 486 or  
challengertech@challenger.com.au

  To access our wide range of tools and resources, login or register to AdviserOnline. 
adviseronlineportal.com.au

Challenger has a dedicated portal for advisers offering a range 
of valuable aged care and retirement incomes resources.

This information is provided by Challenger Life Company Limited ABN 44 072 486 938, AFSL 234670. This is general information only and is not intended to be advice. 
36237/0219

Whether considering options for yourself or deciding how best to help someone close to you, aged care is a complex area requiring careful thought. The uncertainty surrounding where to move, how much it will cost and where the money will come from can be overwhelming and stressful.

This guide provides the basics. You will understand the steps you need to take, where to find answers and how your financial adviser can help you make an informed decision.

Aged care

What you 
need to 
know


