
CommInsure’s SMSF Plan is a customised, easy to use product designed to 
offer cover to SMSF trustees. This has the potential to reduce the compliance 
burden on trustees when selecting a product as the cover has been specifically 
designed to comply with the rules relating to holding insurance in super.

Why would you want to consider insurance?
Building a secure financial future is important to most Australians. 
However, protecting the financial plan appears to be overlooked. 
According to research undertaken by KPMG for the Financial 
Services Council, 35% of employed people in Australia have no 
disability insurance at all and 19% of families do not have any 
life insurance. 
(Source: MET life – Apathy to Action 2014 04 28)

If you had a machine that gave your family $5,000 a month, which 
was expected to last for 40 years, but had a chance of breaking 
down and producing no money, would you insure it?

Well for many of us that machine is the member, and the 
money is the income they earn. So if they had an accident, or 
became very ill, or worse, life insurance can provide them with a 
contingency plan during a difficult time.

We pay claims
CommInsure is a leader in the Australian insurance industry 
with over three million customers. With roots dating back 140 
years, CommInsure has a history of financial strength, security 
and reliability. We provide quality insurance products and pay all 
legitimate claims. In 2016, CommInsure paid more than $1 billion 
in claims. That’s over $19 million in claims paid on average each 
week. We paid these claims under our Retail, Direct and Group 
insurance policies.

Why would an SMSF want insurance? 
Under the superannuation rules, trustees are required to consider 
the need to hold insurance to provide cover for members as 
part of the fund’s investment strategy. The need for insurance is 
based on a number of factors including each member’s existing 
insurance arrangements both inside and outside the SMSF, the 
member’s income as well as their assets and liabilities at the time 
of review, and whether the member, and or their dependants, 
would be able to maintain their current quality of life in the event 
of the member’s death or in the event that the member was 
unable to work due to their temporary or total and permanent 
disability. Holding insurance in your SMSF can also provide a 
number of advantages. These include: 
◆ to allow you to acquire appropriate levels of cover to protect

you and your family should something happen
◆ the premiums will generally be tax deductible to the trustee,

potentially reducing the cost of the cover and making it more
affordable.

Life insurance proceeds can be paid as a lump sum or income 
stream to member beneficiaries however you should speak to 
your adviser to discuss what’s right for your circumstances.

Did you know?
Only 24% of SMSF hold life insurance.
(Source: Investment Trends 2013 SMSF Investor Report – Volume 2 of 3).

Are there risks for not 
considering insurance?
Yes. In addition to the risks of no insurance, or underinsurance, 
trustees also risk not complying with their legal obligations for 
not properly considering the insurance needs of their SMSF 
members as part of the SMSF investment strategy.

If a trustee fails to address insurance in their SMSF, they can face 
fines of up to $17,000 for each trustee, and the member who 
suffers loss or damage may be able to recover their loss from 
the trustee*.
* Source: Section 34 SIS Act; Section 4AA Crimes Act 1911

If a member becomes disabled or dies, the SMSF needs to have 
funds to pay out super benefits. Without an insurance plan for 
liquidity, the SMSF may have to prematurely sell assets to pay 
these benefits**.
** Source: Section 55(3) SIS Act

Can Trustees acquire the wrong type of cover?
Yes. Under the superannuation rules, trustees are only 
permitted to acquire certain types of insurance that pay 
benefits that align with the superannuation conditions of 
release for death, terminal medical conditions, permanent 
incapacity and temporary incapacity.

Are there any other benefits of insurance 
inside super?
Insurance inside super can have the short-term benefit of your 
premiums being paid from within your SMSF, instead of your day 
to day budget. However it does have the overall effect of eroding 
the super balance.
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SMSF Plan features and flexible structures
SMSF Plan offers the following cover options:

Life Care (including terminal illness)
Life Care is designed to provide a lump sum payment in the event 
of terminal illness or death. The lump sum paid is the benefit 
amount for which the member is insured. Subject to underwriting 
rules, there are no limits on the amounts a member can be 
insured for.

Total and Permanent Disability (TPD) Cover
TPD Cover is designed to protect members and their families 
against the financial consequences of serious injury or illness. 
TPD Cover pays a one-off lump sum of up to $5 million if the 
member is totally and permanently disabled.

Income Protection
This cover is a valuable form of insurance that generally provides 
up to 75 per cent of a member’s income if they are sick or injured 
and are permanently or temporarily unable to work. Benefits are 
normally paid monthly and like income, are subject to Pay As You 
Go withholding tax.

Essential Cover
This is simple, low cost income protection cover which generally 
provides up to 75 per cent of a member’s income if they are 
unable to work due to accidents only. Accident only cover is 
cheaper than more comprehensive income protection, which 
may be helpful for members with budget considerations or those 
who may have been declined for income protection in the past.

Accidental Death Cover
Accidental Death Cover is a simple, low cost insurance that 
provides cover of up to $1 million if a member dies in an accident. 
Accidental Death Cover can only be purchased together with an 
equal or higher amount of Life Care.

SMSF Plan 

Cover 
options

Life Cover 
(Accidental Death 
rider option) 

TPD
(TPD can be held 
as a rider benefit 
or as stand-alone 
benefit within the 
SMSF Plan)

Income 
Protection 

Essential 
Cover

An overview of the 3 key covers available:

Life Care TPD cover Income Care

Maximum cover Unlimited
Accidental Death Cover – $1 million (Life 
Care is a prerequisite and the amount of 
Accidental Death cover cannot exceed the 
amount of Life Care)

$5 million Most occupations $30,000

Premium structures Choice of stepped or level premiums Choice of stepped or level premiums Choice of stepped or level premiums

Entry ages (age at 
next birthday)

Stepped premium structure

Age 16 to 71

Level premium structure

Age 18 to 55

Stepped premium structure

Age 16 to 61

Level premium structure

Age 18 to 55

Stepped premium structure

Age 18 to 64

Level premium structure

Age 18 to 55

Expires on the policy 
anniversary before 
you turn

Age 99 Age 99 (from the policy anniversary 
immediately before age 65 the TPD 
definition becomes more restrictive).

Depending on the benefit period 
selection, Income Protection cover 
expires on the policy anniversary 
before age 60, 65 or 70

Features and 
benefits/ 
components of 
cover

 ◆ Life Care benefit
 ◆ Terminal illness benefit
 ◆ Severe Hardship Booster Benefit
 ◆ Life Care Buy Back benefit
 ◆ Loyalty Bonus benefit
 ◆ Automatic indexation

 ◆ TPD Cover benefit
 ◆ Death benefit ($10,000 benefit 

and only applicable to standalone 
TPD cover)

 ◆ Severe Hardship Booster Benefit
 ◆ Loyalty bonus benefit
 ◆ Automatic indexation
 ◆ Option to convert (conversion to 

Life Care and only applicable to 
standalone TPD cover)

The following definitions are available 
under TPD cover:

 ◆ Any occupation*

 ◆ Domestic duties

 ◆ Total disability benefit
 ◆ Partial disability benefit
 ◆ Recurrent Disability benefit
 ◆ Boosted Total disability benefit
 ◆ Reward Cover benefit
 ◆ Waiving premiums while 

paying benefits
 ◆ Premium waivers for 

personal circumstances
 ◆ Automatic indexation
 ◆ Guaranteed Insurability
 ◆ Reduced waiting period (if insured 

has another income protection 
policy through their employer 
or superannuation fund)

 ◆ Extended cover

Optional 
extras (at an 
additional cost)

 ◆ Accidental Death Cover
 ◆ Plan Protection option
 ◆ Guaranteed Insurability 

(personal events)

 ◆ Plan Protection option  ◆ Increasing Claim option
 ◆ Accident Cover

The above is a summary only and is not intended to be used as a basis to make a product application. For detailed product information 
and policy terms, please refer to the CommInsure Protection Product Disclosure Statement and Policy which can be downloaded from 
commbank.com.au/personal/insurance/brochures-forms under tailored life insurance.
* TPD any occupation – this definition applies a stricter test compared to the own occupation definition. It is stricter because a claim can only be made for a life insured if they 

are permanently unable to work in any occupation for which they are suited by their education, training or experience. 

Note, additional claims criteria applies to this definition.



Ways to structure covers
CommInsure offers five ways to structure life insurance cover:

This structure… Does this…

Standalone Standalone cover isn’t linked to other cover. 
A benefit paid under your stand-alone cover 
doesn’t affect or reduce any other cover you 
have with us.

Rider cover Rider cover is linked to other cover under the 
same policy. A benefit paid under rider cover 
reduces the other cover the rider cover is 
linked to. It can provide different types of cover 
at a cheaper premium than what you’d pay if 
the cover was held across two policies on a 
standalone basis.

Flexi-linking TPD 
and/or Trauma

Flexi-linking links cover on your SMSF Plan 
to different cover outside super across two 
separate policies. When a benefit is paid under 
the policy outside super, the cover under the 
SMSF Plan reduces by the amount paid. It can 
provide cover both inside and outside super at 
a cheaper premium than what you’d pay if the 
cover was held across two policies on a stand-
alone basis.

Split TPD Instead of having all your TPD Cover under one 
policy, split TPD splits your cover across two 
separate policies, an SMSF Plan and the other 
outside super. Split TPD provides the extra 
protection of the ‘own occupation’ TPD Cover 
that is only available outside super, while still 
allowing you to use your super to pay for some 
of your TPD Cover. If a TPD benefit is paid in full 
under one of the policies, no TPD benefit will be 
payable under the other.

Split IP Instead of having all your IP cover under one 
policy, split IP splits your cover across two 
separate policies, an SMSF Plan and the 
other outside super. Split IP provides the extra 
protection of benefits only available outside 
super, while still allowing you to use your super 
to pay for some of your IP cover. With a split IP 
arrangement the total benefits paid under both 
policies will be the same as the total benefits that 
would have been paid under the policy outside 
super had it been taken out alone.

The benefits of split TPD
While the ‘own occupation’ TPD definition is not available inside 
super, our split TPD arrangement allows SMSF members to 
link ‘own occupation’ to the ‘any occupation’ definition available 
inside super. In this way, SMSF members enjoy the benefits of 
having TPD Cover both inside and outside super at the same 
price they would pay for the same amount of ‘own occupation’ 
TPD cover outside super.

Split TPD uses two separate policies to provide both the ‘any 
occupation’ and ‘own occupation’ cover:

Split TPD (as a rider)

Inside Super
(Total Care Plan Super or SMSF Plan)

Outside Super
(Total Care Plan)

OR

Split TPD (as a standalone)

Inside Super
(SMSF Plan)

Outside Super
(Total Care Plan)

Note: split TPD can’t apply to ‘domestic duties’ TPD.

Split TPD can save members money because:

 ◆ only one policy fee is paid, just for the policy inside super.
 ◆ the cost of cover is the same as just having ‘own occupation’ 

TPD Cover outside super.
 ◆ depending on their circumstances, split TPD may entitle SMSF 

trustees to claim a tax deduction on premiums referable to 
TPD Cover inside super.

Product ruling – Split TPD premiums tax deductible
The Australian Taxation Office (ATO) has issued CommInsure 
a Product Ruling PR 2017/11 in relation to premiums on 
split TPD cover held by a complying superannuation fund 
and SMSF. The Product Ruling confirms that all split TPD 
premiums, referable to stand-alone and rider benefits, 
including the policy fee, paid by a complying superannuation 
fund and SMSF, are tax deductible for the income year in 
which they are paid.

The Product Ruling is only binding on the Commissioner of 
Taxation if insurance through the SMSF Plan is implemented 
in the specific manner provided in the Product ruling and the 
assumptions set out in that Product Ruling are satisfied.

The Product Ruling is only a ruling on the application 
of taxation law and is in no way expressly or impliedly a 
guarantee or endorsement of the commercial viability of the 
SMSF Plan, of the soundness or otherwise of the SMSF Plan 
as a product or of the reasonableness or commerciality of any 
fees charged in connection with SMSF Plan.

A link to the Product Ruling is available on commbank.com.
au/SMSFPlanProductRuling or a copy may be obtained by  
phoning 13 10 56.

Rider  
to Life

Life Care

Any occupation Own occupation
TPD Cover

Any occupation Own occupation
TPD Cover



The benefits of split IP
Split IP allows you to structure your income protection so you 
access the extra protection of benefits only available outside 
super, while still allowing you to use your super to pay for some of 
your IP cover.

Under Split IP we issue two separate policies. The SMSF Plan, 
owned by the SMSF trustee and a policy outside super, owned 
by an individual or company:

Split Income Protection (IP)

ORIndemnity

Extended Indemnity

Indemnity

Guaranteed  
Agreed Value

Agreed Value

Agreed Value

Inside Super Outside Super
(Total Care Plan Super or SMSF Plan)  (Income Care, Income Care Plus 

or Income Care Platinum)

OR

Split IP can save members money because:
 ◆ they only pay one policy fee, just for the policy inside super
 ◆ the cost of cover is the same as just having IP Cover 

outside super
 ◆ depending on their circumstances, split IP may entitle SMSF 

trustees to claim a tax deduction on premiums referable to IP 
Cover inside super

 ◆ the owner of the policy outside super can generally claim the 
premium paid for Income Protection outside super as a tax 
deduction against assessable income. This does not apply to 
Life and TPD cover.

The benefits of flexi-linking
Flexi-linking can save money as they only pay one policy fee (for 
the policy inside super). Flexi-linking allows TPD and Trauma 
benefits to be held as rider benefits (under the policy outside 
super) to Life Care (under the policy inside super). In this way, the 
premium is cheaper than if the benefits were held as standalone 
benefits in a non-flexi arrangement.

Flexi-linking

Inside Super
(Total Care Plan Super or SMSF Plan)

Outside Super
(Total Care Plan)

Flexi-  
link

Life Care Trauma

TPD

Life Care

TPD Trauma

AND

AND 
/ OR

NB: Must be same life insured

Surely it won’t happen to a member?
But if it did, wouldn’t you want them to be protected? Australians 
can expect to live, on average, over one-fifth of their lives with 
some level of disability.
(Source: AIHW Life Expectancy and Disability in Australia, 2017).v

If an SMSF member was unable to work due to disability or 
worse, the SMSF Plan could provide assistance when they need 
it most.

Important information
This document has been prepared by CommInsure, a registered business name of The Colonial Mutual Life Assurance Society Limited ABN 12 004 021 809 AFSL 235035 (CMLA). The information is of a general 
nature only and is based on present taxation laws, superannuation laws, social security laws, rulings and their interpretation as at the issue date of this document. As this advice has been prepared without considering 
your objectives, financial situation or needs, you should, before acting on the advice, consider its appropriateness to your circumstances and seek professional advice. The examples are for illustrative purposes only 
and should not be regarded as specific advice. The CommInsure Protection Combined Product Disclosure Statement (PDS) and Policy is issued by CMLA and the Colonial First State Investments Limits ABN 98 002 
348 352 AFSL 232468 (CFSIL), the Colonial First State FirstChoice Superannuation Trust (FirstChoice Trust). CMLA is responsible for the administration of the Fund and provides insurance benefits to the Fund 
as insurer. The CommInsure Protection Combined Product Disclosure Statement (PDS) and Policy is available from your financial adviser, by calling 13 1056 or from commbank.com.au and should be considered 
in making any decision about these products. CMLA and the Trustee are both wholly owned but non-guaranteed subsidiaries of the Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945.Taxation 
considerations are general and based on present taxation laws and may be subject to change. You should seek independent, professional tax advice before making any decision based on this information. CMLA is also 
not a registered tax (financial) adviser under the Tax Agent Services Act 2009 and you should seek tax advice from a registered tax agent or a registered tax (financial) adviser if you intend to rely on this information 
to satisfy the liabilities or obligations or claim entitlements that arise, or could arise, under a taxation law. As at September 2017.

Need help?

For more information contact your financial adviser or call CommInsure on 13 1056 
between 8am and 8pm (Sydney time), Monday to Friday.
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