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❑ Types of Insurance 

❑ Paying for premiums

❑ Life insurance on Member mode

❑ Life Insurance on Preservation

❑ Deductible and Non-Deductible

❑ Label - Tax Return and Regulatory Return

❑ Proceeds from Life Insurance

❑ Property Insurance

❑ Tax on your insurance claim
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❑ Prepaid and Outstanding Insurance

❑ Cancel of Insurance



Types of Insurance 

Your SMSF is permitted to arrange the following Insurance Policies for its Members:

❑ Life Insurance

❑ Total & Permanent Disability Insurance (TPD) and Death Benefit 

❑ Income Protection Insurance



Life Insurance

Life Insurance provides a lump sum 
payment to your family on your death or 
diagnosis of a terminal illness. Life 
Insurance is available as a policy on its 
own, or in a policy that includes Linked 
Total and Permanent Disability Insurance

Life cover – Also known as the ‘death 
cover’, this covers lump sum or income 
stream to the policy holder’s beneficiary 
in case he dies or has a terminal illness



Life Cover with Optional TPD Cover



Policy Schedule



Total & 
Permanent 
Disability 
Insurance (TPD) 

Permanent Disability Insurance provides a lump sum if the 
insured person suffers Total & Permanent Disablement. Total 
and Permanent Disability Insurance can be Linked with your 
Life Insurance Policy, or it can be a Standalone Policy

SMSF trustees who have taken out Total and Permanent 
Disablement (TPD) insurance for its members have been able 
to claim a full tax deduction for the premiums paid.

TPD insurance – This one gives benefit if one becomes 
seriously disabled and is unable to work again



Total & 
Permanent 
Disability 
Insurance (TPD) 
Cover 

TPD any occupation

TPD any occupation' means insurance against the member 
suffering an illness or injury that is likely to result in the 
member’s permanent inability to work in any job for which 
the member is reasonably qualified by education, training or 
experience.

A complying SMSF can deduct 100% of insurance premiums 
for 'TPD any occupation' cover for its members as shown 
in table 6.

TPD own occupation

'TPD own occupation' means insurance against the member 
suffering an illness or injury that is likely to result in the 
member’s permanent inability to work in the member’s own 
occupation (other than in a substantially reduced capacity).

A complying SMSF can deduct a portion of insurance 
premiums for 'TPD own occupation' cover for its members, 
as shown in table 6



Total & 
Permanent 
Disability 
Insurance (TPD) 
Cover 



Income 
Protection 
Insurance

Income Protection Insurance can provide you with an income 
if an illness or injury prevents you from engaging in your 
employment. You can generally insure up to 75% or less of 
your normal income, payable up to the age of 65, thereby 
helping you meet your regular financial commitments

Generally, costs you incur directly related to your ability to 
earn an income may be tax deductible

Income protection insurance is primarily designed for those 
with a quantifiable, regular income or who work at least 20 
hours a week 

Majority if the super funds already come along with life 
cover and TPD insurance. While a few others offers 
income protection insurance, this insurance comes with 
a specific amount and is commonly available without 
medical checks

Also known as salary 
continuance cover this one 
provides with a regular income 
for a specific span of time if the 
policy holder is unable to work 
due to any disability.



Death Benefit –
Binding Death 
Nominations

A death benefit is a payout to the beneficiary of a life 
insurance policy, annuity, or pension when the insured or 
annuitant dies. For life insurance policies, death benefits are 
not subject to income tax and named beneficiaries ordinarily 
receive the death benefit as a lump-sum payment.

If you're not a dependent of the deceased, you can only 
receive the benefit as a lump sum. The taxable component of 
the payment will be entitled to a tax offset that ensures the 
rate of income tax is as follows:

Also, super fund insurance payment can be done with pre-tax 
dollars but if one buys insurance outside the super fund, he 
has to use after-tax dollars

Taxed element - Maximum of 15% plus Medicare levy

Untaxed element - Maximum of 30% plus Medicare levy



Death Benefit –
Binding Death 
Nominations

If the rules of your super fund allow it, you can nominate the 
beneficiary for your super with your fund. This nomination 
may be non-binding or binding. If a binding death benefit 
nomination is allowed, you can nominate one or more 
dependents and/or your legal personal representative to 
receive your super.

If a deceased person did not make a nomination (or it is a 
non-binding nomination), the trustee of the fund may: use 
their discretion to decide which dependent or dependents 
the death benefit is paid to make a payment to the 
deceased's legal personal representative (executor of the 
deceased estate) for distribution according to the instructions 
in the deceased's will.

If a non-binding nomination was made by the deceased, the 
trustee of the fund may: use their discretion to pay in 
accordance with the non-binding nomination. Make a 
payment to the deceased's legal personal representative 
(executor of the deceased estate) for distribution according to 
the instructions in the deceased's will.





Paying for
premiums

Insurance premiums (for policies such as life, TPD, and income 
protection insurance) paid by your SMSF are tax-deductible. 
For the SMSF to pay for Insurance Premiums, the Insurance 
Policy Owner must be in the name of SMSF with a specified 
Member named as the Insured person

Note that Life Insurance and Total & Permanent Disability 
Insurance premiums are not tax deductible in your personal 
name, but they are tax deductible if held in your SMSF.
Income Protection Insurance is tax deductible in both your 
own name and in your SMSF. The SMSF will pay the Premiums 
and not you personally.



Life insurance on Member Mode

If Insurance is paid from an accumulation member's balance all payments are tax-
deductible.

If Insurance is paid from a pension account, all amounts are non-deductible

If the accumulation balance is only $1000 but insurance payments are more than 
$1000 this year, then we must code the remaining balance to a pension member 
insurance account and it is non-deductible

We must change regulatory return labels



❑We need to ensure where the balance is available from the below

❑ Life Insurance Premiums – Preserved

❑ Life Insurance Premiums - Restricted Non-Preserved

❑ Life Insurance Premiums - Unrestricted Non-Preserved

Life Insurance on Preservations



Life Insurance - Deductible



Life Insurance - Deductible



Life Insurance Non-Deductible



Life Insurance Non-Deductible



Proceeds from 
Life Insurance
Proceeds from 
Life Insurance

Fully tax free and 
treated as non-
deductible in 

statement of taxable 
income



Proceeds from 
Life Insurance



Proceeds from 
Life Insurance

Label





Proceeds from 
Life Insurance



Property Insurance



Property 
InsuranceIf the property is available 

for let out then the full 

amount of insurance can 

be claimed i.e., 52 weeks 

a year as deductible

If the property is partially 

let out, then the rental 

income is reduced during 

FY proportionately you 

can claim your insurance 

as deductible.



Property Insurance



Tax on your insurance claim



GST

Life Insurance - SMSF GST Free No GST will be claimed from ATO

Property Insurance -
Commercial

100% or Client 
specification GST will be refunded from ATO

Property Insurance -
Residential NA

Even though paid with GST , but no 
GST will be refunded from ATO



Prepaid and 
Outstanding 
Insurance

The fund advance payment for the next financial year 
will be treated as Prepaid insurance under the 
current asset section..

This asset will be closed on next financial year based 
on the periodical payment's basis.

Any insurance not paid from the fund's bank account 
will be treated as outstanding and most probably a 
non-concessional contribution as the member paid 
his or her after-tax amount from their account



Advantages

The premiums of a life insurance policy via 
super fund are comparatively lesser because 
the super fund buys insurance policies in 
bulk. Then, the insurance premiums are 
automatically deducted from the super 
balance and are easy to pay

Paying for insurance under super fund is 
quite tax effective too. Premiums of the 
insurance under super fund and salary 
sacrifice contributions are taxed at 15%. This 
is lower than the marginal tax rate for most 
of the people. 



Disadvantages

A TPD insurance cover in super fund 
generally ends at the age of 65. Life cover 
ends at 70. Whereas, outside super fund, 

any cover continues till the holder is 
submitting premiums, Secondly, the 

amount of cover the policy holder can get 
via super fund is generally lower than the 

cover one gets outside super

If one changes super fund, or the 
contributions stop or the super account 
becomes inactive, the cover may end, 
and the holder could end up with no 

insurance. Next, premiums of the 
insurance are deducted from the super 

balance. This lowers the savings for 
retirement



Cancel of Insurance

• Super funds can cancel insurance too! As per the law, super funds can cancel insurance on idle 
super accounts that have not received premiums for at least 16 months. To add to this, super funds 
might have their own regulations and operating mode. The point is that balance in the super 
account should not be too low.

• In general cases, the super fund contacts the individual if the insurance is about to end. The 
policy holder might want to retain the insurance if he does not have any other insurance, if he has 
a particular need for it or basically has dependents.

• Insurance for people under 25 Insurance will not be provided if the candidate is a new super fund 
member less than 25 years of age. One needs to write to the fund to request insurance through the 
super and if you work in a dangerous, high-risk job, one can cancel the cover if not required. 



Thank you!!


