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Age Pension Bulletin        July 2015 

 

The proposed changes to the Age 
Pension system will impact many 
retirees should the legislation be 
enacted. 
 

 

In this Bulletin, we seek to quantify 

what this impact will be by considering 

the financial situation of two existing 

clients. 
 

 
 

 

 

Age Pension 
 
The Government had flagged well before the May Budget that they were interested in tightening up some aspects of 
the Age Pension and the justification included 2 main points: 
 

� Around 80% of those aged over 65 receive at least some level of Age Pension 
 

� The cost of funding the Age Pension continues to rise as a percentage of GDP 

The Budget measures announced (which now appear to have the support of the Greens in the Senate) centered 
around the Assets Test and include: 
 

� A reduction in the Upper Limits of assets that retirees may own and still receive some Age Pension. It is 

estimated 91,000 people currently receiving a pension will lose their entitlement as a result of this measure. 
 

� An increase in the Lower Limits of assets retirees may own before having the full pension reduced. It is 

estimated 170,000 people will have their entitlement increased as a result. 
 

� For every $1,000 of Assets over the new Lower Limits the Age Pension will be reduced by $3 per fortnight until 

it is all gone at the Upper Limits. This $3 reduction doubles the previous taper rate of $1.50. It is anticipated 

235,000 people will have their entitlement reduced as a result of this measure.  

 

Asset Test Lower Limits 

Category Existing Limit Proposed Limit (1 Jan 2017) 

Single Homeowner $202,000 $250,000 

Couple Homeowner $286,500 $375,000 
 

Asset Test Upper Limits 

Category Existing Limit Proposed Limit (1 Jan 2017) 

Single Homeowner $775,500 $547,000 

Couple Homeowner $1,151,500 $823,000 

 
 



 

It would appear that this increased taper is the measure that is going to have the biggest impact for retirees as the 
following examples (based on existing clients) highlight: 
 

Example 1 
 

A single home-owner pensioner with $500,000 in investible assets (account based pension + shares + term deposits) 
and $20,000 worth of other assets (car and contents). 
 

Current Pension  
$383 per fortnight or $9,958 per annum* 
 

 

Pension @ 1 January 2017  
$50 per fortnight or $1,300 per annum* 

 

Thus an existing benefit of $9,958 will be reduced to $1,300 with the difference of $8,658 required to be sourced 
from the retiree’s own investible assets. 
 

Example 2 
 

A retired home-owner couple with $795,000 in investible assets ($750,000 investments + $45,000 car, contents and 
caravan). 
 

 

Current Pension  
$535 per fortnight or $13,910 per annum* 
 

 

Pension @ 1 January 2017  
$36 per fortnight or $936 per annum* 

 

Thus an existing benefit of $13,910 will be reduced to $936 with the difference of $12,974 required to be 
sourced from the retiree’s own investible assets. 
 

 
It is important to keep in mind these measures are not due to commence until January 1, 2017 and are not law 

yet. However, assuming they are enacted, there will be a need for a good number of retirees to look for ways to 

obtain higher returns from their asset base in order to maintain their current standard of living. 
 
 

*All numbers are approximate using pension tables as at March 2015 
 

 

Commonwealth Seniors Health Card (CSHC) 
 
Measures to tighten up eligibility for this benefit came into force at the start of this financial year so it was interesting to 
note that in the recent Budget the Government promised that anyone who lost their Age Pension as a result of the new 
rules outlined above would be able to keep their CSHC. 
 
The CSHC has a number of features that make it popular with all retirees: 
 

� Prescription medicines at concessional rates 

� Pharmaceutical Benefits Scheme (PBS) safety net threshold 

� Medicare safety net threshold which may provide access to bulk billed GP appointments 

� Concessions from state and local government authorities (detail available through your relevant authorities) 

� Discount rail travel on the Ghan, Overland and Indian Pacific 

It is worth keeping in mind that although the Government did introduce tougher income testing for CSHC eligibility this 
year a retired couple would still need around $2.5m in investible assets (excluding their home) to not be entitled to the 
CSHC under the current deeming rates. A single retiree could have assets of $1.6m plus their home and still receive a 
CSHC. 
 
If you do not presently have a CSHC please feel free to contact us and we will be happy to assist.  
 
 

Our team at Morgans Tynan Partners includes two highly experienced and qualified financial 

planners, Ray Walter and Michael Börjesson. Ray and Michael assist their clients across a 

range of wealth management services, including Superannuation and Retirement Planning. 
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