




Risks and Consequences 

A lifetime annuity has nil residual capital value, meaning nothing is paid to your dependants or 

estate upon your death. The exceptions are if you have selected a reversionary annuitant or if a 

guaranteed income period has been selected and you pass away within this period. In this event, 

your beneficiaries or estate will only receive what would have been paid to you during the 

guaranteed period. Depending on how long you live, there could be an overall loss of capital. 

It is not investment linked so your capital will not grow and you cannot take advantage of 

favourable market movements. 

You are locked in to a specific rate of return for the rest of the term (or life). If interest rates rise, 

you are not able to take advantage of the higher potential return without incurring penalties. 

Once the annuity is established, the amount and frequency of the income payments cannot be 

altered. 

Your options are restricted if your circumstances change as generally speaking, you cannot 

withdraw a lump sum. Penalties may apply to any withdrawals. 

Annuities purchased with superannuation money are counted against the transfer balance cap. The 

general cap in 2020/21 is $1.6 million. Penalties apply if this cap is breached. The taxation of 

payments from these annuities may be impacted if the value of your annuity exceeds the transfer 

balance cap and you are unable to commute an amount to reduce the assessment against the 

transfer balance cap. The way in which an annuity is valued to determine the amount that will 

count towards the transfer balance cap will depend in part, on whether you purchased the annuity 

before or after 1 July 2017. These rules are complex. 

The income of an annuity is assessed by Centrelink /OVA income test as follows: 

subject to deeming rates where the term is five years or less, or 

total income is reduced by a 'deductible amount' where the term is more than five years (if 

your life expectancy is equal to or less than five years, the income assessment will be total 

income reduced by a 'deduction amount'). 

The investment amount of an annuity is assessed under Centrelink /OVA assets test. If you choose 

to receive all of the capital at the end of the selected term, the assessed asset value does not 

change. If you choose to have some of the capital returned as part of the regular payments, the 

asset value is recalculated every six to 12 months and reduced by the amount of capital returned 

up to that time. 

In limited situations, some annuities are considered 'complying' and may receive favourable 

treatment under the assets test for Centrelink /OVA. These complying annuities may have a 100% 

or 50% assets test exemption. Care should be taken as this treatment may be lost if able to 

commute to purchase a new complying annuity or upon payment to a reversionary beneficiary. 
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Important information: 

This document has been prepared by Bridges Financial Services Pty Limited (ABN 60 003 474 977, AFSL 240837) (‘Bridges’), a 

member of the IOOF Holdings Ltd (‘IOOF’) group of companies (‘IOOF Group’), registered office at The Bond, Level 3, 30 Hickson 

Road, Millers Point, NSW, 2000, for use and distribution by representatives and authorised representatives of Bridges, IOOF, 

Godfrey Pembroke Group Limited, Consultum Financial Advisers Pty Ltd and Australian Financial Services Licensees with whom it 

has a commercial services agreement.

Information in this document is of a general nature only and does not take into account your objectives, financial situation or 

needs. You should seek personal financial, tax, legal and such other advice as necessary or appropriate before relying on the 

information in this document or making any financial investment, insurance or other decision. If this document is provided to you in 

conjunction with a Statement of Advice ('SOA'), any personal financial advice relevant to the financial planning concept/strategy 

referred to in this document will be contained in that SOA. 

Information in this document reflects our understanding of relevant regulatory requirements and laws etc as at the date of issue, 

which may be subject to change. While care has been taken in preparing this document, no liability is accepted by Bridges or any 

member of the IOOF Group, nor their agents or employees for any loss arising from any reliance on this document. 




