What is Deeming?

Deemingis amethod of determining income
on specified financial investments held by
applicants for or recipients of Government
Income Support payments and people seeking
assisted residential aged care. It does not
impact on the assets test.

Financial investments include, among other
things, all bank, building society and credit
union accounts, cash, shares, managed
investments, money lent, friendly society and
life insurance bonds regardless of the date
purchased.

Deemingis a tiered system of two rates. The
ratesapply to the total market value of financial
investments held. For couples it is usually
their combined financial investments but this
dependsif the support paymentis a pension or
anallowance. Theratesarereviewed regularly
and may be increased or reduced. Current
rates can be obtained by phoning NICRI.

Thetier thresholds are adjusted annually. Full
details can be found at Centrelink’s website,
www.centrelink.gov.au, by phoning their
Financial Information Service (FIS) or NICRI.

Itis assumed money earns the deemed rates
regardless of what is actually earned. If a
higherrateis earned the extrainterest willnot
affect the amount of the income support
payment.Ifalowerrateisearned theapplicable
deeming rate will apply for assessment.

Deeming Accounts

Most banks, building societies and credit
unions offer at call deeming accounts which
pay interest at the deeming rates and use the
threshold for singles. Someinstitutionsrestrict
access to these accounts to recipients of the
Age Pension while others offer them to all
GovernmentIncome Supportrecipientsand
toself-funded retirees aged over 55 years.

Governmentincome supportrecipients with
small amounts of savings may notbe affected
by deeming but may still benefitby earning at
least the deemed rate of interest.

Openingan Account

Identificationis required when opening anew
account. Even if accounts are already held
with the same institution furtheridentification
may be required.

Tax File Numbers

Theinstitution will deducttax from the interest
at the highest marginal rate if they are not
advised of:

e the tax file number/s (TFN) of the account
holder/s; or

e the account holder/s pension exemption
status.

Other Accounts

Noteveryoneneedstohaveaspecial deeming
account. Some may preferachequeorordinary
savingsaccount for daily use, but consideration
should given to the effects of deeming on the
money in these accounts.

Alternatively there are many otherinvestment
optionswhichmay providereturnsequal to, or
above, the deeming rates. For example high
yield call accounts, term deposits, shares, or
managed investments etc. NICRThas arange of
leaflets oninvestmentoptionsto provide further
information to assist with these choices.

Under the income test income support
payments willnotbe affected if extrainterest
isearned above theamounts deemed, therefore
higher interest paid will be of benefit to
investors. Alwaysbe aware thathigher returns
may mean a higher risk.

The tax office assesses the actual income earned,
including interest above the deemed rates.
Taxation implications should be looked at
carefully when considering any investment.

The Choiceis Yours

Banks, building societies and creditunions offer
deemingaccounts with different features. These
may include:

* passbook, cheque or statementaccounts;
¢ phone, internetand ATM access;

* noaccountfeesor government charges;



¢ interestis calculated either on daily balance
basis or minimum monthly balance;

* interestis credited monthly, quarterly, six
monthly or yearly;

¢ regular payments may be debited from the
account;

* regularincome credited to theaccount.

Some deeming accounts may pay interest at
the twotiered deeming rates while others may
pay only thelower or higherrate depending on
thebalance of the account. Checkhow interest
is calculated and conditions thatmay apply.

Investors should choose an account which
provides the features they require. Asking
questions and reading the information leaflets
before selecting a suitable deeming accountis
recommended.

Many financial institutions offer similar types
of accounts soshop around.

Otherassets subjectto
deeming

Information on financial investments can
be found at Centrelink’s website or by
phoning FIS or NICRI. Those mentioned are
not an exhaustive list. Cash held in safe
custody or athome, precious metal bullion
and gifts outside the gifting rules are among
other things subject to deeming.

Investing with Safety

Allinvestmentshave degreesof risk. However,
institutions which have government
supervision are among the safestinvestment
providersavailable.

Banks, building societiesand creditunionsare
regulated and supervised by the Australian
Prudential Regulation Authority (APRA).

Before investing, investors should satisfy
themselves as to the level of security of the
institution.

HIDING MONEY IN THE HOUSE IS THE
GREATEST RISK OF ALL. INVESTORS RISK
LOSS THROUGH FIRE AND THEFT OR, EVEN
WORSE, COULD SUFFER PERSONAL INJURY IF
A BURGLARY WERE ATTEMPTED.
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The National Information Centre on Retirement Investments Inc (NICRI) is anindependent
organisation funded by the Australian Government Department of Families, Housing,
Community Services and Indigenous Affairs. NICRI provides a free independent source of
investmentinformation for consumers and works atarms length from Governmentand the
financial servicesindustry.
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