
PERSONAL INSURANCE IN SUPER

If you earn an income, your death or  
incapacitation could leave your family struggling 
to pay bills like the mortgage or rent, groceries, 
transport, utilities, and schools fees.

Personal insurance is a way to protect your 
partner, children, and other dependants from 
financial hardship in the event you pass away or 
become seriously ill or injured. 

The insurer can temporarily replace most of 
your income or pay a lump sum of cash to your 
beneficiaries, including your family. This can help 
you to:

• Pay your mortgage and other debt

• Afford day-to-day living expenses

• Cover the cost of children’s education

• Maintain your standard or living

• Provide an inheritance.

Insurance is available from most superannuation 
funds or via specialist insurers. This decision 
will influence the tax benefits, implications 
and claim payments associated with the cover.

Personal insurance can be purchased both through your superannuation fund 
or a specialist insurer. 
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What to consider

We recommend you seek personal advice before 
making decisions relating to the type, ownership 
structure and amount of cover. Here are some 
key points to consider when purchasing insurance 
through your super fund.

Types of cover offered by super funds

Not all types of cover can be held inside of your 
superannuation fund. Super funds typically offer 
their members three types of personal insurance:1

• Life cover — also knowns as death cover, it pays 
you a one-off lump sum in the event you pass 
away or are diagnosed with a terminal illness.

• Total and permanent disability (TPD) cover 
pays a one-off lump sum if you become 
permanently disabled and are unable to work in 
either your ‘own occupation’ or ‘any occupation’ 
ever again. (Read the product disclosure 
statement to find out how your fund defines 
TPD.)

• Income protection — can replace up to 70% of 
your monthly income for a set period (e.g. two 
years) or up to a certain age (e.g. 65) if you suffer 
a serious illness or injury and cannot work in 
your own, or usual, occupation.

Due to changes to the law that came into effect 
on 1 July 2014, super funds no longer offer new 
trauma cover policies. If you were in a super fund 
that offered trauma insurance before that date, you 
might still have it. Check your member statement or 
contact your super fund to find out.

Pros of personal insurance in super

Among the advantages of getting personal 
insurance through your super are:

• Tax-effective payments — your employer’s 
super contributions are taxed at 15% — lower 
than the marginal tax rate for most people. This 
can make paying for insurance through super 
tax-effective.2

• Cheaper premiums — super funds can negotiate 
bulk discounts on insurance premiums, which 
are generally lower than those charged by 
specialist insurers.

• No medicals — most super funds will accept you 
for a default level of cover without you having 
to undergo medical exams or blood tests. That 
said, it may be a requirement to provide medical 
evidence when a claim is made.

Cons of personal insurance in super

Among the disadvantages of getting personal 
insurance through your super are:

• Limited cover — the level of cover available 
in super is sometimes lower than the level of 
cover you can have outside super. It may not be 
enough to adequately cover your needs. 

• Reduces your super balance — insurance 
premiums are deducted from your super 
balance. This reduces your investable cash or 
savings for retirement. 

• Ends relatively early — TPD cover in super 
usually ends at age 65 and life cover at 70. As 
long as you keep paying your premiums, some 
specialist insurers may cover you for longer, 
possibly — in the case of life cover — potentially 
until you turn 100.

• Additional release criteria – when insurance is 
paid by your super fund and it is not owned by 
you personally, there may be additional release 
criteria imposed. The additional criteria can 
result in the insurance benefit being trapped in 
your super fund. 
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What to consider

Do you have enough personal 
insurance through super?
If you have personal insurance through your super, 
make sure the cover is sufficient to meet your 
family’s future needs.

Depending on your situation, you may want to 
consider things like your:

• Debts — what you owe on your mortgage, credit 
card, car and personal loans, etc.

• Dependants’ future expenses — the ongoing 
housing, food, utilities, transport, education, 
insurance, medical and other bills your loved 
ones would still need to pay for in your absence 
or incapacitation

• Current cover — the amount of personal 
insurance you have within existing policies that 
you intend to maintain (including any insurance 
outside your super).  

If it turns out you’re underinsured, you may be able 
to increase your level of cover through your super 
fund. Alternatively, you might wish to consider 
getting extra cover through a specialist insurer. 

Get expert advice 

Personal insurance can be complex to understand. 
There are many factors to consider, including:

• Whether to purchase inside/outside super

• How much insurance to get

• The type of insurance you need.

Before making any decisions about your personal 
insurance, we recommend speaking with one of 
our financial planners. They can help you choose 
the ideal insurance for your unique circumstances.

Request a complimentary consult at                                                         
info@modoras.com or 1300 888 803.

IMPORTANT INFORMATION: This fact sheet has been prepared by Modoras Pty Ltd ABN 86 068 034 908 an Australian Financial Services and Credit 
Licensee (No. 233209) located at Level 3, 50-56 Sanders St, Upper Mt Gravatt Q 4122. The information and opinions contained in this fact sheet 
are general information only and are not intended to represent specific personal advice (accounting, taxation, financial, insurance or credit). No 
individuals’ personal circumstances have been taken into consideration in the preparation of this material. Modoras Pty Ltd recommends that no 
financial product or financial service be acquired or disposed of or financial strategy adopted without you first obtaining professional personal 
financial advice suitable and appropriate to your own personal needs, objectives, goals and circumstances. The information and opinions herein do 
not constitute any recommendation to purchase, sell, hold or dispose of any financial product; individuals making these decisions should take their 
own circumstances into account. Information, forecasts and opinions contained in this fact sheet can change without notice. Although care has been 
exercised in compiling this information, Modoras Pty Ltd does not guarantee that it is free from errors, inaccuracies or omissions. To the extent 
permissible by law, neither Modoras Pty Ltd nor its employees, representatives or agents including associated and affiliated companies) accept 
liability for loss or damages incurred as a result of a person relying on the information in this publication.

| 1300 888 803  | info@modoras.com | www.modoras.com

Complete financial care is a phone call away.

1. The types of personal insurances available, conditions and level of your insurance cover will be specific to the super product or your plan — and 
are set out in the relevant product disclosure statement and/or insurance guide. Your most recent superannuation statement should show if 
you have any insurance through your fund. If you’re not sure, contact your super fund for more information.

2. Generally taxed at concessional rate of 15%. Please speak with your financial adviser or a registered tax agent to obtain financial advice tailored 
to your personal circumstances.

All information is as at 01 July 2022


