
Are you 
receiving or 
about to receive 
compensation?
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What does Centrelink regard as 
compensation?
If you are about to receive regular compensation 

payments or a lump sum payment for personal injury 

or illness, it is important that you know how it could 

affect your Centrelink payments.

Under the social security law, Centrelink is required 

to regard as compensation any payment made for 

a personal injury, illness or disease that is made 

at least in part to replace lost income or loss of 

earning capacity. This includes payments made 

both from within Australia and overseas and applies 

to payments made periodically as well as by a 

lump sum.

Compensation can be paid for a work related illness, 

injuries from a car accident, injuries caused by 

slips and trips, or for any other injury due to the 

negligence or fault of another person. Payments 

under a sickness or accident policy where the 

payment is reduced (offset), because the claimant 

has received payments from Centrelink, also count 

as compensation.

If you are about to receive any compensation 

payment it is important that you understand how it 

could affect your Centrelink payments before you 

agree to accept the payment.

What payments are affected 
by compensation?
Most income support payments made by Centrelink 

are affected by compensation. This also includes 

various supplementary payments made to customers 

receiving income support. 
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Are you receiving or about to receive compensation?

Affected payments include:

• Advance Pharmaceutical Allowance

• Age Pension (including blind)

• Austudy

• Carer Payment

• Community Development Employment 

Project supplement

• Disability Support Pension (including blind)

• Disability Support Wife Pension

• Education Entry Payment

• Fares Allowance

• Mature Age Allowance  

• Mature Age Partner Allowance  

• Newstart Allowance  

• Parenting Payment (Partnered) 

• Parenting Payment (Single)

• Partner Allowance  

• Pensioner Education Supplement  

• Sickness Allowance  

• Special Benefi t  

• Telephone Allowance (other than a telephone 

allowance payable to the holder of a 

Commonwealth Seniors Health Card)  

• Widow Allowance  

• Youth Allowance.  

Some former payment types and payments made by 

the Department of Agriculture, Fisheries and Forestry 

are also affected.

Centrelink payments affected by compensation are 

called compensation affected payments and are 

defi ned in the Social Security Act 1991.



4

How could you be affected? 
A compensation payment may reduce or stop you 

from receiving Centrelink payments and past 

Centrelink payments may also need to be repaid, 

depending on your circumstances.

If you have an accident or illness for which 
you may receive compensation

If you have an accident or illness, for which you 

may be eligible for compensation, and you apply for 

Centrelink payments, Centrelink can ask you to claim 

compensation. You may not be eligible for Centrelink 

payments until you apply for compensation. The 

Australian Government encourages Australians to 

access money from other sources before relying on 

Centrelink payments.

Claiming Centrelink payments while waiting 
for your compensation payment

If you receive Centrelink payments while you are 

waiting for your compensation payments to start, 

you will have to repay some or all of the payments 

you received from Centrelink when you receive your 

compensation payment. 

Example: Jill receives $1250 in Centrelink payments 

while she is waiting for her compensation claim to be 

determined. Jill later gets $2000 in compensation 

for the same period that she was getting Centrelink 

payments. Jill will have to pay back $1250 from her 

compensation payout to Centrelink.
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How will your compensation payment 
affect your Centrelink payments?
Once your compensation claim amount has been 

determined, you may be paid in regular payments, in 

a lump sum or a combination of both. The way you 

are paid your compensation will have an effect on 

your Centrelink payments.

You should also know that compensation payments 

may affect your family assistance payments. If 

the compensation payment includes a component 

of taxable income, this component is included as 

income for family assistance purposes.

What if you receive regular 
compensation payments?

If you get regular weekly, fortnightly or monthly 

compensation payments (such as workers 

compensation) and you apply for Centrelink 

payments, your Centrelink payments can be reduced 

by a dollar for every dollar of compensation. However, 

if you were receiving a Centrelink payment at the 

time of your accident, your regular compensation 

payments will be treated as income.

If you receive an arrears payment of your regular 

compensation in a lump sum then Centrelink will 

treat this as if it had been paid regularly and will 

recover any Centrelink payments that have been 

made to you (and your partner) within the period the 

arrears payment covers.

What if you receive a lump sum 
compensation payment? 

The main effect of a lump sum payment on your 

Centrelink entitlements is that you will not be able 
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to receive Centrelink payments for a certain period 

of time. This is known as a preclusion period. Any 

Centrelink payments you have already received in this 

preclusion period will need to be repaid.

Centrelink works out the preclusion period by looking 

at the total (i.e. gross amount) of the compensation 

settlement that you were awarded. Centrelink then 

applies a formula to work out how many weeks you 

will not be eligible for Centrelink payments. 

Example: when the current 2008 formula is 

applied to Jack’s lump sum compensation payout 

of $100 000, Jack would not be able to receive 

Centrelink payments for about 65 weeks. 

What happens if you get regular payments 
and then a lump sum?

The preclusion period generally starts from the day 

after any regular compensation stops. If you had no 

earlier compensation, it will start from when your 

loss of earnings began (usually the date of accident 

or illness).

Preclusion periods
Centrelink will calculate and apply a lump sum 

preclusion period to customers who receive a lump 

sum payment (or payments) where a component of 

this lump sum is paid for loss of earnings and/or 

loss of earnings capacity. 

Once the compensation part of the lump sum 

settlement has been determined, the relevant period 

of self support is calculated. This is called the lump 

sum preclusion period and it may affect a customer’s 

past, current or future Centrelink payments. 
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Are you receiving or about to receive compensation?

Preclusion periods, or the amount of time that you 

can not receive a Centrelink payment, can start in 

the past and run into the future. 

A preclusion period can mean that you will: 

• have a preclusion period in the past which means 

that you may have to refund Centrelink money paid 

to you during that time, or 
• have a preclusion period in the past which 

continues to a future date. This means that you 

may have to refund Centrelink payments received 

for any period in the past and serve a future 

preclusion period during which time you will not be 

able to receive most Centrelink payments.

It is important that you understand that the money 

you receive from your settlement is to support you 

for the duration of the preclusion period and cover 

all of your living costs. 

If a person converts part or all of their compensation 

settlement into assets (e.g. purchase of or paying 

off a house or car) the person may be expected to 

sell the asset to use for income support throughout 

the preclusion period. In most of these cases a 

Centrelink payment will not be paid to a person who 

is serving a preclusion period due to a lump sum 

compensation settlement. 

So you fully understand the implications of 

your preclusion period, we ask that you contact 

Centrelink’s Compensation Recovery Team who will 

clearly explain to you the impact of your lump sum 

compensation payment.

Looking after a large amount of money can be 

complex and you may not know where to go for help. 

Centrelink provides a free Financial Information 
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Service that may be able to suggest where you can 

go to get more information about how to look after 

your money. See What other help can you get? on 

page 14 of this booklet.

What happens if your 
circumstances change?
Sometimes other things happen in our lives that 

can change our fi nancial circumstances. Preclusion 

periods for lump sum payments are calculated on the 

amount of compensation money you get when your 

compensation claim was settled.

If your circumstances change during the preclusion 

period and you experience fi nancial hardship, you can 

ask for a review of the preclusion period. See What 

are your review and appeal rights? on page 12 of 

this booklet.

Preclusion periods can only be shortened if you 

can show that there are unusual, uncommon or 

exceptional circumstances that have caused you 

hardship. You will be expected to be able to support 

your claims with evidence.

You are less likely to be considered to be in hardship 

if you still have assets such as a house, car or boat 

that you can use, for example by selling it, to support 

yourself until you become eligible for Centrelink 

payments again. You may still be eligible for some 

additional assistance from Centrelink during the 

preclusion period. For example a Commonwealth 

Seniors Health Card, Carer Allowance, Mobility 

Allowance and Disaster Relief Payment are still 

available during a preclusion period. A low income 

Health Care Card may also be available. However, 

this is usually only available soon after an initial 
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12 month period from when you recieve the lump 

sum compensation payment. Family Tax Benefi t, 

Baby Bonus and Child Care payments are not 

usually affected by lump sum compensation unless 

there is a taxable component. Check with your local 

Centrelink Customer Service Centre.

How do you repay money? 
If you told Centrelink beforehand that you were 

claiming compensation then Centrelink will normally 

arrange any repayment from the insurance company 

or compensation provider. If you received Centrelink 

payments while waiting for your compensation claim 

to be paid, the amount of money you received from 

Centrelink will be deducted from any back payment 

of regular compensation or from the lump sum 

payment. You will then be paid the balance of the 

compensation payment. 

If Centrelink does not arrange the repayment with the 

insurance company or compensation provider then 

you will be required to repay the money to Centrelink.

What do you need to think about?
It is very important that you take into account the 

repayment of Centrelink payments and any future 

preclusion period when you are taking action for 

compensation and when you make decisions to 

invest or spend your compensation payment. 

Before you start to spend your compensation 

payment, you should fi nd out if you have to repay any 

Centrelink payments and when you can start to get 

payments from Centrelink. See What do you need to 

do before you accept a compensation payment? on 
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page 11 of this booklet. It is in your best interests 

to do this before you make any decisions about 

your future. 

How does a compensation payment 
affect couples? 

Regular payments

If you are a member of a couple, then any amount of 

your regular compensation that exceeds your 

standard Centrelink payment rate will be treated as 

your partner’s ordinary income. The compensation 

may reduce your partner’s rate using the ordinary 

income test applying to their Centrelink payment.

Lump sum payments 

If you receive a lump sum compensation payment, 

your partner may not be affected by the preclusion 

period and can still receive Centrelink payments 

provided they are eligible. However, the lump 

sum payment is treated as an asset under the 

assets test.

If you choose to invest your lump sum payment and 

it earns you an income, this income may affect your 

partner’s Centrelink payment depending on the 

amount earned. 

What do you need to do before you 
accept a compensation payment?
You or your solicitor should call 13 2717 and ask for 

your nearest Compensation Recovery Team. 
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Are you receiving or about to receive compensation?

The people in this team can help you with queries 

such as:

• how a proposed lump sum compensation payment 

may affect your Centrelink payments

• if you will need to repay any money to Centrelink 

as a result of receiving your compensation 

payment, and 

• whether your compensation payment will stop you 

from receiving a payment from Centrelink in the 

future, and if it does, when the preclusion period 

will start and fi nish. 

What should you tell your solicitor?
You should tell your solicitor about any Centrelink 

payments you have received from Centrelink since 

your accident/injury, or that you may apply for in 

the future. 

You should also ask your solicitor to submit an 

Estimate of Social Security Charge/Preclusion form 

to Centrelink on your behalf. It is very important 

that you get this information before you agree to 

accept the compensation payment and before you 

make any decisions about spending or investing the 

compensation payment. 

What must you tell Centrelink?
If you receive payments from Centrelink, or apply 

for one in the future, you must tell Centrelink about 

any compensation payment you or your partner 

receives or have applied for.  You must also tell 

Centrelink if you or your partner are eligible to receive 

compensation but have not yet applied for it.
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If you already receive Centrelink payments, you 

must tell Centrelink within seven days of you or your 

partner receiving a compensation payment. You 

must also tell us within 14 days of any change to the 

rate of regular compensation payments you or your 

partner receive. 

You should know that there are penalties for not 

telling Centrelink when your circumstances change.

What are your review and 
appeal rights?
If you think that a Centrelink decision is wrong, 

you have the right to ask Centrelink to look at the 

decision again. This will not cost you anything and is 

easy to do.

Ask to have your decision looked at again

The quickest and easiest way to do this is to talk with 

the Centrelink Customer Service Adviser who made 

the decision. They can help explain reasons for the 

decision, consider any new information, and explain 

things that you don’t understand. 

If Centrelink thinks the fi rst decision is not correct 

we can change it right away. If you are not satisfi ed 

with this then you can take further steps to have the 

decision looked at.

Ask for the decision to be looked at by an 
Authorised Review Offi cer

Authorised Review Offi cers are experienced senior 

Centrelink staff who have not had any involvement in 

making the decision. They can change the decision if 

they think it is wrong. The Authorised Review Offi cer 
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will talk to you (usually by phone) before they make 

their decision. They will take a fresh and independent 

look at the case, including any new information you 

have provided. The Authorised Review Offi cer will then 

tell you by letter of their decision.

You must make your request for a review of a 

decision within three months from the date of 

receiving the initial decision in writing. If you ask 

for the review within three months you can get back 

payment if the decision is changed in your favour. If 

you wait more than three months, you can only get 

back payment from the date you asked for the review.

If you are not happy with the Authorised Review 

Offi cer’s decision you can go to the Social Security 

Appeals Tribunal and the Administrative Appeals 

Tribunal. These hearings can take some time.

The Social Security Appeals Tribunal

If your case has been reviewed by an Authorised 

Review Offi cer and you still disagree, you can apply 

to the Social Security Appeals Tribunal for a review. 

The Social Security Appeals Tribunal can look at 

a decision only if it has fi rst been reviewed by an 

Authorised Review Offi cer.

The Social Security Appeals Tribunal is an 

independent statutory tribunal established as the 

fi rst level of external review for Centrelink payments. 

The Administrative Appeals Tribunal

If you disagree with the decision of the Social 

Security Appeals Tribunal you can appeal to the 

Administrative Appeals Tribunal.
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The Administrative Appeals Tribunal is a more formal 

body than the Social Security Appeals Tribunal. It 

is there to resolve disputes between people and 

government agencies. The Administrative Appeals 

Tribunal can review decisions of the Social Security 

Appeals Tribunal. Appeals to the Administrative 

Appeals Tribunal must be lodged in writing within 

28 days of receiving a decision from the Social 

Security Appeals Tribunal, although a late appeal 

might still be accepted in some circumstances.

What other help can you get?
Centrelink has a free Financial Information Service 

(FIS). It offers independent and confi dential 

information that can help you improve or maintain 

your standard of living and enjoy a better lifestyle by 

making the best use of your own resources. Anyone 

can use this service by calling 13 2300 to make an 

appointment to see a FIS Offi cer.

Centrelink also has social workers who can help 

you with personal counselling and support through 

diffi cult times. 

If you have a disability and need to get back into the 

workforce, Centrelink’s Disability Offi cers can provide 

help and information on employment training or 

rehabilitation courses. 

How to contact us 
Employment Services 13 2850

Planning for or needing help in retirement 13 2300

Someone who is ill, injured 

or has a disability 13 2717
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Family Assistance Offi ce  13 6150

For information in languages

other than English 13 1202

Customer Relations Freecall™ 1800 050 004

TTY* Customer Relations Freecall™ 1800 000 567

TTY* enquiries  Freecall™ 1800 810 586

*TTY is only for people who are deaf or have a hearing 
or speech impairment. A TTY phone is required to use 
this service.

National Relay Service

This makes it easier for you to contact Centrelink if 

you are deaf or have a hearing or speech impairment.

• 13 3677 (Voice and TTY*) for all calls 

within Australia

• Freecall™ 1800 555 677 (Voice and TTY*) for all 

calls within Australia to “1800” numbers.

When you call, ask for your nearest Compensation 

Recovery Team. 

For general information including compensation, go to 

the Centrelink website at www.centrelink.gov.au 

Note: Calls from your home phone to Centrelink “13” 

numbers from anywhere in Australia are charged at a 

fi xed rate. That rate may vary from the price of a local 

call and may also vary between telephone service 

providers. Calls to “1800” numbers from your home 

phone are free. Calls from public and mobile phones 

may be timed and charged at a higher rate. 
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Disclaimer
The information contained in this publication is 

intended only as a guide to payments available.

What are your responsibilities?
• It is your responsibility to decide if you wish to 

apply for a payment and to make the application, 

with regard to your particular circumstances.

• The information is accurate as at July 2008, but 

may of course change. If you use this publication 

after that date, please check with Centrelink that 

the information is up-to-date.

From what date are benefi ts payable?

Most government payments are paid from, or after, 

the date on which the application is made. So the 

sooner you lodge your application, the quicker you 

may be paid.

What is the position if you deal with a third party?

You may deal with a third party who is not a member 

of Centrelink’s staff. If you do so, please remember 

that Centrelink has not authorised any third parties 

to provide information or advice to you about 

payments.


