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It may be more affordable 
to take out life and total 
and permanent disability 
(TPD) insurance in your 
super fund rather than 
outside super.

Why insure in super?

If you take out life and TPD insurance in  
your super fund, you could benefit from  
some concessions not available when  
insuring outside super. For example:

•	 If you’re eligible to make salary sacrifice 
contributions, you may be able to purchase 
insurance in a super fund with pre-tax 
dollars (see case study on the opposite page).

•	 If you make personal super contributions, 
you may be able to claim the contributions 
as a tax deduction — regardless of whether 
you are employed or self-employed.

•	 If you are eligible1 and you make personal 
after-tax super contributions, you may 
receive a Government co-contribution of 
up to $500 that could help you cover the 
cost of future insurance premiums.

Other key considerations

•	 Lump sum tax may be payable when  
a death or TPD benefit is paid from a 
super fund in certain circumstances.

•	 You (or your eligible dependants) may 
be able to receive a TPD (or death) 
benefit from super as an income 
stream.2 Where an income stream 
is received the income payments 
will be concessionally taxed.

•	 Any contributions made to a super 
fund (including those made to cover 
the cost of insurance premiums), will 
count towards your contribution caps. 
If these caps are exceeded, tax 
penalties may apply.

These concessions can make it cheaper  
to insure through super, or help you get  
a level of cover that might otherwise  
not have been affordable.

Another benefit of insuring in super is  
that you can usually arrange for the 
premiums to be deducted from your  
account balance without making  
additional contributions to cover the cost.

This can make insurance affordable if  
you don’t have sufficient cashflow to  
pay the premiums outside super.

The trade-off, however, is that you will  
use up some of your superannuation  
savings that could otherwise meet  
your living expenses in retirement.

Seek advice

A financial adviser can help you determine 
whether holding insurance in super suits  
your needs and circumstances.

1.  �Eligibility criteria apply, including an income 
test (see ato.gov.au).

2.  �The amount you can transfer to retirement 
phase has a lifetime limit known as the ‘transfer 
balance cap’ (TBC). In 2023/24, the general TBC 
is $1.9m. This amount is indexed periodically. 
Your personal TBC may differ.
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This is because if he arranges with his 
employer to sacrifice $2,200 of his salary  
into his super fund, he’ll be able to pay the 
premiums with pre‑tax dollars.3 Conversely,  
if he purchases the cover outside super:

•	 he’ll need to pay the premium of $2,200 
from his after-tax salary, and

•	 after taking into account his marginal rate 
of 39%,4 the pre-tax cost would be $3,607.5

By insuring in super he could make a pre-tax 
saving of $1,407 on the first year’s premium 
and an after-tax saving of $8586, after taking 
into account his marginal rate of 39%.

Case study

Justin, aged 44, is married to Alison, aged 41. 
Alison is taking a break from the workforce 
while she looks after their young children. 
Justin works full-time, earns a salary of 
$150,000 pa and they have a mortgage.

After assessing their goals and financial 
situation, their adviser recommends Justin 
take out $1.5 million in Life and TPD 
insurance so Alison can pay off their  
debts and replace his income if he dies or 
becomes totally and permanently disabled. 
The premium for this insurance is $2,200  
in year one.

Their adviser also explains it will be more 
cost-effective if he takes out the insurance  
in super.

Insurance purchased 
outside super (with 
after‑tax salary)

Insurance purchased 
in super (via salary 
sacrifice)

Premium $2,200 $2,200

Plus tax at marginal rate of 39%4 $1,407 N/A

Pre-tax salary received or sacrificed $3,607 $2,200

Pre-tax saving N/A $1,407

After-tax saving N/A $858

3.  �Because super funds generally receive a tax deduction for death and disability premiums and pass this 
deduction back to the member, no tax is deducted from salary sacrifice super contributions. If your annual 
income from certain sources and concessional contributions are over the $250,000 threshold, you’ll incur 
an extra 15% tax on some or all of your concessional contributions (see ato.gov.au for more information).

4.  Includes Medicare levy.

5.  $3,607 less tax at 39% ($1,407) equals $2,200.

6.  $1,407 less ($1,407 multiplied by 0.39) equals $858.
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Important information and disclaimer

This document has been prepared by Actuate Alliance Services Pty Ltd (ABN 40 083 233 925, AFSL 240959) (‘Actuate’), a member of the Insignia Financial group of companies (‘Insignia Financial Group’). Information in 
this document is general advice only and does not consider the financial objectives, financial situation or needs of any particular investor. Before acting on the information in this document, you should assess your own 
circumstances or seek personal advice from a licensed financial adviser. 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 legislation, rulings etc as at the date of issue 1 July 2023, and may be subject to change. 
While it is believed the information is accurate and reliable, this is not guaranteed in any way. Examples are illustrative only and are subject to the assumptions and qualifications disclosed. If any financial product is referred 
to in this document, you should consider the relevant Product Disclosure Statement or a Target Market Determination before deciding to acquire or dispose of an interest in that financial product. 
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